)65
BOEHM, KURTZ & LOWRY
E¥ ATTORNEYS AT LAW
“_E 36 EAST SEVENTH STREET
SUITE 1510

CINCINNATIL, OHIO 45202
TELEPHONE (513) 421-2255

TELECOPIER {513} 421-2764

Via E-FILE

September 29, 2008
Public Utilities Commission of Ohio
PUCO Docketing
180 E. Broad Street, 10th Floor
Columbus, Ohio 43215

0oNd
80 :0IHY OE 4358002

Al DL INHO0G-0FMITY

In re: Case No. 08-935-E1-8S80

Dear Sit/Madam:

Please find attached the DIRECT TESTIMONY AND EXHIBITS OF LANE KOLLEN on the subject of
ESP versus MRQO; prudence of ESP purchases; and the significantly excessive earnings test filed ON BEHALF
OF THE OHIO ENERGY GROUP (“OEG"™).

Copies have been served on all parties on the attached certificate of service. Please place this document
of file.

Respectfully yours,

David F. Boehm, Esqg.
Michael L. Kurtz, Esq.

BOEHM, KURTZ & LOWRY
MLKkew
Encl.
Cc: Certificate of Service

Chairman Alan R. Schriber
Ronda Hartman Fergus

Valerie A. Lemmie

Paul A. Centolella

Cheryl Roberto

Gregory Price, Hearing Examiner
Christine Pirik, Hearing Examiner
Steve Lesser, Esqg.

This is to certify that the images appearing are an
accurate a.nd_ corglete reaproduction of a case file
document delivered in the regular course of business,

Technician Pate Processed_@ég,&mz




CERTIFICATE OF SERVICE
I hereby certify that true copy of the foregoing was served by electronic mail (when available) or
ordinary mail, unless otherwise noted, this 29" day of September, 2008 to the following:

CITY OF AKRON
166 8. HIGH ST, ROOM 200
AKRON OH 44308

»

CLEVELAND ELECTRIC ILLUMINATING CO  'HAYDEN, MARK A MR.

HARVEY L. WAGNER FIRSTENERGY CORP

76 S. MAIN STREET 76 SOUTH MAIN STREET

OHIO EDISON COMPANY +BURK, JAMES ATTORNEY-AT-LAW
HARVEY WAGNER, VP AND CON FIRSTENERGY SERVICE COMPANY
76 5. MAIN STREET 76 SOUTH MAIN STREET

AKRON OH 44308 AKRON OH 44308

*PETRICOFE, HOWARD *CAMPBELL, ANDREW J.

VORYS, SATER, SEYMOUR AND PEASE LLP JONES DAY
325 JOHN H MCCONNELL BLVD

52 E. GAY STREET SUITE 600
COLUMBUS OH 43215 COLUMBUS OH 432135-2673
MUNTEAN, DAVID A SCHMIDT, KEVIN
161 SOUTH HIGH STREET SUITE 202 33 NORTH HIGH STREET
AKRON OH 44308 COLUMBUS OH 43215
*YURICK, MARK 8. ATTORNEY KUTIK, DAVID
CHESTER WILLCOX & SAXBE LLP JONES, DAY, REAVIS & POGUE
65 EAST STATE ST SUITE 1000 NORTH POINT 901 LAKESIDE AVENUE
COLUMBLIS OH 43215-4213 CLEVELAND GH 44114
* VOLLMAN, SEAN W. *MANCING, DOUGLAS M, MR.
161 8. HIGH STREET, SUITE 202 MCDERMOTT WILL & EMERY LLP
AKRON OH 44308 2049 CENTURY PARK EAST, SUITE 3800
s KRASSEN, GLENN ATTORNEY AT LAW ROTHAL, MAX DIRECTOR CF LAW
161 SOUTH HIGH STREET
BRICKER & ECKLER LLP SUITE 202
1375 EAST NINTH STREET SUITE 1500 AKRON OH 44308

CLEVELAND OH 44114-1718

BENTINE, JOHN BEELER, STEVEN L ASSISTANT DIRECTOR OF LAW
CHESTER, WILLCOX & SAXBE LLP CITY OF CLEVELAND DEPARTMENT OF LAW
65 E. STATE STREET SUITE 1000 601 LAKESIDE AVENUE ROOM 106

COLUMBUS OH 43215-4259 CLEVELAND OH 44114



DUNN, GREGORY H
SCHOTTENSTEIN ZOX & DUNN CO LPA

250 WEST STREET
COLUMBUS OH 43215

*PORTER, ANDRE T
SCHOTTENSTEIN ZOX & DUNN CO LPA
250 WEST STREET
COLUMBUS OH 43215

WWONNER, CYNTHIA A

CONSTELLATION ENERGY GROUP, INC.

550 W. WASHINGTON ST. SUITE 300
CHICAGO IL 60661

*HOWARD, STEPHEN M

VORYS, SATER SEYMOUR
AND PEASE LLP

52 EAST GAY STREET P. O. BOX 1008
COLUMBUS OH 43216-1008

+*BREITSCHWERDT, E. BRETT MR.
BRICKER & ECKLER LLP

100 SOUTH THIRD STREET
COLUMBUS OH 43215

BELL, LANGDON D

BELL & ROYER CO, LPA
33 SOUTH GRANT AVENUE
COLUMBUS OH 43215

TRIOZZ1, ROBERT J
CLEVELAND CITY HALL
601-LAKESIDE AVE, ROOM 206
CLEVELAND OH 44114-1077

*RANDAZZO, SAMUEL C.
MCNEES WALLACE & NUICK

21 EAST STATE ST, 17TH FLOOR
COLUMBUS OH 43215

MORGAN STANLEY CAPITAL
GROUP, INC

1585 BROADWAY 4TH FLOOR
NEW YORK NY 10036

LAVANGA, MICHAEL K

BRICKFIELD, BURCHETTE, RITTS & STONE, P.C.

1025 THOMAS JEFFERSON STREET N.W.
8TH FLOOR WEST TOWER

WASHINGTON DC 20007

+ LAWRENCE, GREGORY K
MCDERMOTT WILL & EMERY LLP
28 STATE STREET
BOSTON MA 02109

VRINEBOLT, DAVID C MR.

OHIO PARTNERS FOR AFFORDABLE ENERGY

231 W LIMA ST PO BOX 1793
FINDLAY OH 45839-1793

WELDELE, ERIC D

TUCKER ELLIS & WEST LLP
1225 HUNTINGTON CENTER

41 SOUTH HIGH STREET
COLUMBUS OH 43215

+ *WHITT. MARK A
JONES DAY
P.C. BOX 165017

325 JOHN H MCCONNELL BLVD, SUITE 600

COLUMBUS OH 43216-5017

*MCALISTER, LISA
MCNEES, WALLACE & NURIK
21 EAST STATE STREET, 17TH FLOOR
COLUMBUS OH 43215-4228

*SITES, RICHARD ATTORNEY AT LAW
OHI0 HOSPITAL ASSOCTATION

155 EAST BROAD STREET 15TH FLOOR
COLUMBUS OH 43215-3620

t NEILSEN, DANIEL J ATTORNEY AT LAW
MCNEES WALLACE & NURICK LLC

FIFTH THIRD CENTER, 17TH FL. 21 EAST STATE STREET

COLUMBUS OH 43213



AMERICAN WIND ENERGY ASSO0C. * BLOOMFIELD, SALLY ATTORNEY AT LAW

1101 14TH STREET NW BRICKER & ECKLER LLP
12TH FLOOR 100 SOUTH THIRD STREET
WASHINGTON DC 20005 COLUMBUS OH 43215-4291
CITIZEN POWER ROBINSON, THEODODRE §
DAVID HUGHES, EX. DIR. CITIZEN POWER
2121 MURRAY AVENUE THIRD FLOOR 2121 MURRAY AVENUE
PITTSBURGH PA 15217 PITTSBURGH PA 15217

MILLER, CHRISTOPHER. L.
CITY OF CLEVELAND SCHOTTENSTEIN ZOX & DUNN CO., LPA
1300 LAKESIDE AVENUE 250 WEST STREET
CLEVELAND OH 44114 COLUMBUS 43215
CITY OF MAUMEE MCADAMS, SHEILAH
SHEILAH MCADAMS CHY OF MAUMEE
400 CONANT STREET 204 W. WAYNE STREET
MAUMEE OH 43537 MAUMEE OH 43537
CITY OF NORTHWOQOD BALLENGER, BRIAN J. LAW DIRECTOR
BRIAN BALLENGER BALLENGER & MOORE CO., L.P.A.
6000 WALES ROAD 3401 WOODVILLE ROAD SUITE C
NORTHWOOD OH 43619 TOLEDO OH 43619
CITY OF OREGON CITY OF SYLVANIA
PAUL GOLDBERG JAMES E. MOAN
5330 SEAMAN RD 4930 HOLLAND-SYLVANIA ROAD
OREGON OH 43616 SYLVANIA OH 43560
CITY OF TOLEDO
SUITE 2250 ONE GOVERNMENT CENTER
TOLEDO OH 43604

vCONSTELLATION ENERGY COMMODITIES
GROUP, INC,

M. HOWARD PETRICOFF, ATTORNEY

VORYS, SATER, SEYMOUR, PEASE, LLP 52 E.
GAY ST., P.O. BOX 1008

COLUMBUS OH 43216-1008

sCONSTELLATION NEWENERGY, INC, PETRICQOFF, M.
DAVID 1. FEIN VORYS, SATER, SEYMOUR & PEASE
SUITE 300 52 EAST GAY STREET P.O. BOX 1008

550 W. WASHINGTCN BLVD.
CHICAGO IL 60661 COLUMBUS OH 43216-1008



COUNCIL OF SMALLER ENTERPRISES
STEVE MILLARD

100 PUBLIC SQUARE SUITE 201
CLEVELAND OH 44113

DIRECT ENERGY SERVICES, LLC *PETRICOFF, HOWARD
ERIC STEPHENS VORYS, SATER, SEYMOUR AND PEASE ELP
5400 FRANTZ ROAD SUITE 250 32 E. GAY STREET
DUBLIN OH 43016 COLUMBUS OH 43215

* DOMINION RETAIL, INC. «ROYER, BARTHE
GARY A. JEFFRIES BELL & ROYER CO LPA
501 MARTINDALE STREET SUITE 400 33 SOUTH GRANT AVENUE
PITTSBURGH PA 15212-5817 COLUMBLIS OH 43215-3927
FPL ENERGY POWER "DUTTON, F MITCHELL
MARKETING INC 700 UNIVERSE BOULEVARD
700 UNIVERSE BOULEVARD CTR/JB CTR/IB
JUNO BEACH FL 33408 JUNOQ BEACH FL 33408

* GEXA ENERGY HOLDINGS LLC
F MITCHELL DUTTON
700 UNIVERSE BOULEVARD CTR/IB
JUNG BEACH FL 33408

INDUSTRIAL ENERGY USERS OF OHIO CLARK , JOSEPH M ATTORNEY AT LAW

tSAMUEL C. RANDAZZO, GENERAL COUNSEL MCNEES WALLACE & NURICK LLC
21 EAST STATE STREET, 17THFL.

MCNEES WALLACE & NURICK LLC COLUMBUS CH 43215-4228
21 E. STATE STREET, 17TH FLOOR

COLUMBUS OH 43215

«INTEGRYS ENERGY SERVICES INC
BOBBY SINGH
300 WEST WILSON BRIDGE ROAD SUITE 350
WORTHINGTON OH 43085

* WHITE , MATTHEW S. ATTORNEY AT LAW

KROGER COMPANY, THE CHESTER WILCOX & SAXBE LLP
MR. DENIS GEORGE 65 EAST STATE STREET

1014 VINE STREET-GO7 SUITE 1000

CINCINNATI OH 45202-1100 COLUMBUS OH 43215

LAKE TOWNSHIP LUCAS COUNTY COMMISSIONERS
THOMAS HAYS, SOLICITOR LANCE KEIFFER

3315 CENTENNIAL RD., SUITEA-2 ZND FLOOR 71} ADAMS

SYLVANIA OH 43560 TOLEDO OH 43624



MATERIAL SCIENCE CORPORATION ‘ECKHART, HENRY

CRAIG [ SMITH ATTORNEY AT LAW
2824 COVENTRY ROAD 50 WEST BROAD STREET SUITE 2117
CLEVELAND OH 44120 COLUMBUS OH 43213-3301

«NATIONAL ENERGY MARKETERS ASS0OC

CRAIG G. GOODMAN, ESQ. NATURAL RESQURCES DEFENSE COUNCIL
3333 K STREET N.W. SUITE 110 101 N WACKER DR SUITE 609
WASHINGTON DC 20007 CHICAGO IL 60606

' NORTHEAST QHIO PUBLIC ENERGY COUNCIL
GLEN S. KRASSEN, ATTORNEY

ONE CLEVELAND CENTER SUITE 1500 1375 E
NINTH STREET

CLEVELAND OH 44114

: 'STONE, GARRETT A ATTORNEY AT LAW
NUCOR STEEL MARION, INC BRICKFIELD, BURCHETTE, RITTS & STONE, P.C.

912 CHENEY AVENUE 1025 THOMAS JEFFERSON STREET N.W.
MARION OH 43302 8TH FLOOR, WEST TOWER

WASHINGTON DC 20007

-

OHIO ADVANCED ENERGY ' BLOOMFIELD, SALLY ATTORNEY AT LAW
SALLY BLOOMFIELD ATTORNEY BRICKER & ECKLER LLP

100 SOUTH THIRD ST 100 SOUTH THIRD STREET
COLUMBUS OH 43215-4291 COLUMBUS OH 43215-4291

OHIO CONSUMERS COUNSEL SMALL, JEFFREY

JEFFREY SMALL OHIO CONSUMERS' COUNSEL

1} WEST BROAD STREET, SUITE 1800 10 WEST BROAD STREET SUITE 1800
COLUMBUS OH 43215-3485 COLUMBUS OH 43215-3435

COHIO FARM BUREAU FEDERATION, INC. «GEARHARDT, LARRY R.

DALE ARNOLD OHIO FARM BUREAU FEDARATION
DIRECTOR ENERGY SERVICES P.O. BOX 280 N. HIGH STREET P.0O. BOX 182383
182383

COLUMBUS OH 43218 COLUMBUS OH 43218-2383

OHIO HOSPITAL ASSOCIATION OHIO MANUFACTURERS ASSN
RICHARD L. SITES 33 N. HIGH ST

155 E. BROAD STREET 15TH FLOOR COLUMBUS OH 43215

COLUMBUS OH 43215-3620

« OH10 PARTNERS FOR AFFORDABLE ENERGY ‘RINEBOLT, DAVID C.
RINEBOLT DAVID C OHIO PARTNERS FOR AFFORDABLE ENERGY
231 WEST LIMA ST. PO BOX 1793 231 W LIMA STREET
FINDLAY OH 43839-1793 FINDLAY OH 45839-1793



‘KRASSEN, GLENN ATTORNEY AT LAW

OHIOQ SCHOOLS COUNCIL BRICKER & ECKLER LLP
6133 ROCKSIDE ROAD SUITE 10 1375 EAST NINTH STREET SUITE 1500
INDEPENDENCE OH 44131 CLEVELAND OH 44114-1718

* OMNISOURCE CORPORATION MOHLER, SHAUN C
DAMON E XENOPOULOS BRICKFIELD BURCHETTE RITTS & STONEP C
1025 THOMAS JEFFERSON STREET NW 8TH 1025 THOMAS JEFFERSON STREET NW
FLOOR WEST TOWER 8TH FLOCR WEST TOWER
WASHINGTON DC 20007 WASHINGTON DC 20007
SIERRA CLUB OHIO CHAPTER YECKHART, HENRY
BRANDI WHETSTONE ATTORNEY AT LAW
131 N HIGH ST., STE. 605 50 WEST BROAD STREET SUITE 2117
COLUMBUS OH 43215 COLUMBUS OH 43215-3301
VILLAGE OF HOLLAND ‘BLOOMFIELD, SALLY ATTORNEY AT LAW
PAUL SKAFF, ASSISTANT VI BRICKER & ECKLER LLP
353 ELM STREET 100 SOUTH THIRD STREET
PERRYSBURG OH 43551 COLUMBUS OH 432154291
WIND ON THE WIRES * STONE, GARRETT A ATTORNEY AT LAW
1615 DAYTON AVENUE SUITE 203 BRICKFIELD, BURCHETTE, RITTS & STONE, P.C,
SAINT PAUL MN 55104 1025 THOMAS JEFFERSON STREET N.W.

8TH FLOOR, WEST TOWER
WASHINGTON DC 20007

NUCOR STEEL MARION, INC
912 CHENEY AVENUE
MARION OH 43302

ED HESS, ESQ.

PUBLIC UTILITIES COMMISSION OF OHIO
180 E. BROAD STREET

COLUMBUS, OHIO 43215

RICK CAHAAN

PUBLIC UTILITIES COMMISSION QF CHIO
180 E. BROAD STREET

COLUMBUS, OHIO 43215

TOM MCNAMEE, ESQ).

PUBLIC UTILITIES COMMISSION OF OHIO
180 E. BROAD STREET

COLUMBUS, OHIO 43215

,BOB FORTNEY
PUBLIC UTILITIES COMMISSION OF OHIQ

180 E. BROAD STREET .
COLUMBUS, OHIO 43215 W /
4

David F. Bochm, Esq.
Michael L. Kurtz, Esq.



BEFORE THE
PUBLIC UTILITIES COMMISSION OF OHIO
IN RE: APPLICATION OF OHIO EDISON )

COMPANY, THE CLEVELAND ELECTRIC )
ILLUMINATING COMPANY, AND THE ) CASE NO. 08-935-EL-SSO

TOLEDO EDISON COMPANY FOR )
AUTHORITY TO ESTABLISH AN )
ELECTRIC SECURITY PLAN PURSUANT )
TOR.C. § 4928.143 )

DIRECT TESTIMONY
|
AND EXHIBITS |
OF

LANE KOLLEN -

ON BEHALF OF

THE OHIO ENERGY GROUP, INC.

J. KENNEDY AND ASSOCIATES, INC.
ROSWELL, GEORGIA

September 2008



BEFORE THE
PUBLIC UTILITIES COMMISSION OF OHIO
IN RE: APPLICATION OF OHIO EDISON )
COMPANY, THE CLEVELAND ELECTRIC )
ILLUMINATING COMPANY, AND THE ) CASE NO. 08-935-EL-SS0O
TOLEDO EDISON COMPANY FOR )
AUTHORITY TO ESTABLISH AN )

ELECTRIC SECURITY PLAN PURSUANT )
TO R.C, § 4928.143 )

TABLE OF CONTENTS

I. QUALIFICATIONS AND SUMMARY .......ccrvminininiinninssenssirisisnssisisissssse 2
II. THE COMPANIES’ MRO VERSUS ESP COMPARISON IS FLAWED............... 5
III. COMPANIES HAVE FAILED TO DEMONSTRATE THAT THE

PRICES FOR PURCHASED POWER FROM FES ARE PRUDENT .................. 17

IV. APPLICATION OF THE SIGNIFICANTLY EXCESSIVE EARNINGS TEST ..22



10

11

12

13

BEFORE THE

PUBLIC UTILITIES COMMISSION OF OHIO

APPLICATION OF OHIO EDISON )
COMPANY, THE CLEVELAND ELECTRIC )
ILLUMINATING COMPANY, AND THE ) CASE NO. 08-935-EL-580
TOLEDO EDISON COMPANY FOR )
AUTHORITY TO ESTABLISH AN )
ELECTRIC SECURITY PLAN PURSUANT )
TOR.C. § 4928.143 )

DIRECT TESTIMONY OF LANE KOLLEN

I. QUALIFICATIONS AND SUMMARY

Please state your name and business address.
My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.
("Kennedy and Associates"), 570 Colonial Park Drive, Suite 303, Roswell,

Georgia 30075,

What is your occupation and by whom are you employed?
I am a utility rate and planning consultant holding the position of Vice President

and Principal with the firm of Kennedy and Associates.

Please describe your professional experience and education.
I have been an active participant in the utility industry for more than thirty years,

both as an employee of The Toledo Edison Company from 1976 to 1983 and as a
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consultant in the industry since 1983. I have testified as an expert witness on
planning, ratemaking, accounting, finance, and tax issues in proceedings before
regulatory commissions and courts at the federal and state levels on nearly two
hundred occasions, including proceedings before the Public Utilities Commission

of Ohio.

I hold both a Bachelor of Business Administration in Accounting degree and a
Master of Business Administration degree from the University of Toledo. I also
hold a Master of Arts degree from Luther Rice University. I am a Certified Public
Accountant and a Certified Management Accountant, [ am a member of
numerous professional organizations. My qualifications and regulatory

appearances are further detailed in my Exhibit  (LK-1).

On whose behalf are you testifying?

I am testifying on behalf of the Ohio Energy Group, Inc. (“OEG™), a group of
large customers who take electric service from Ohio Edison Company, The
Cleveland Electric Illuminating Company, and The Toledo Edison Company
(“Companies,” “utilities,” or “distribution utilities”). These OEG members are:
Alr Products & Chemicals, Inc., AK Steel Corporation, Alcoa Inc., ArcelorMittal,
BP-Husky Refining, Inc., Brush Wellman Inc., Chrysler LLC., E.I. DuPont de
Nemours & Co., Ford Motor Company, Johns Manville (Berkshire Hathaway),

North Star BlueScope Steel, LLC, PPG Industries, Inc., Republic Engineered
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Products, Inc., Sunoco Toledo Refinery, Severstal Warren, Inc. (formerly WCI

Steel, Inc.,) Worthington Industries and Linde, Inc.

Please describe the purpose of your testimony.

The purpose of my testimony is to address certain aspects of the Company’s
proposed Electric Security Plan (“ESP™), including the determination of whether
the ESP is “more favorable in the aggregate as compared to the expected results
that would otherwise apply” under a Market Rate Offer (“MRO™); the
responsibility of the distribution utilities to prudently acquire power to meet the
standard service offer load of their non-shopping ratepayers; the quantification of
the MRO and ESP revenues; the appropriate allocation of and compensation for
the wholesale supplier and retail market risks; the requirements that ESP rate
adjustments be cost-based and that such costs be prudently incurred; and the

application of the “significantly excessive” earnings test.

Please summarize your testimony.

The Commission should reject the Companies’ proposed ESP because it fails to
meet the statutory requirement that it be “more favorable in the aggregate” than
the MRO option. When an error in the Companies’ analysis is corrected, more
cutrent wholesale market prices are used, and retail market risk is addressed

consistently, the ESP is more expensive than an MRO by $1,692.6 million.
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The Commission should modify the Companies’ proposed ESP as follows:

The Commission should modify the ESP so that the wholesale price of
power to the Companies consists of a least-cost portfolio of generation
products, rather than being imposed upon the Companies by FirstEnergy
Corp. through a no-bid sole-source arrangement with its affiliate
FirstEnergy Solutions, Inc. Based upon September 19, 2008 forward
prices, the wholesale market price to serve the Companies’ load for 2009,
2010, and 2011 is $63.45/MWH, $65.23/MWH, and $66.15/MWH. This
compares to the FES offer price of $75/MWH, $80/MWH and $85/MWH,
plus a series of fuel, environmental and capacity riders.

The retail market risk, or provider of last resort (“POLR™) risk, caused by
the ability of consumers to shop for generation service, should be retained
by the Companies rather than transferred to the wholesale supplier, thus
eliminating any margin for this risk from the cost of wholesale power.

The Companies should be compensated directly for their actual and
prudent costs incurred to purchase wholesale power to serve non-shopping

load, and for the actual costs associated with the retail market risks.

The Commission should decide the structure of the “significantly excessive

earnings” test and how it will be applied in this proceeding so that all parties

know the rules going into 2009 and so that the Companies can properly account

for any refund obligations for the 2009 review year in their financial statements,
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II. THE COMPANIES’ MRO VERSUS ESP COMPARISON IS FLAWED

Please describe the MRO versus ESP test set forth in SB 221.

SB 221 requires that a distribution utility file an ESP and demonstrate that it is
“more favorable in the aggregate as compared to the expected results that would
otherwise apply under” the MRO option. If the utility’s proposed ESP does not
meet this standard, then the Commission cannot approve it without modification.
In making this determination, the statute specifically cites “pricing and all other
terms and conditions, including any deferrals and any future recovery of

deferrals.”

Have the Companies provided a quantitative analysis comparing their
proposed MRO and ESP options?

Yes. The Companies provided a quantitative comparison of their projections of
the retail revenues they will recover under both the MRO option and the ESP
option on a net present value basis. This comparison is sponsored by Companies
witness Mr. David Blank and the analysis is shown on Attachment 1 to his
testimony. I have attached a copy of Mr. Blank’s Attachment 1 as my

Exhibit__ (LK-2) for reference purposes.

Mr. Blank’s Attachment 1 shows a $1,303.4 million net present value benefit to

ratepayers from the Companies’ proposed ESP compared to its quantification of
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the MRO option over the three year life of the proposed plan plus the additional

seven year deferral recovery period.

How did the Companies develop the revenues used to quantify the MRO
option on Attachment 1?

The Companies computed the MRQO revenues based on the average of
hypothetical market prices that its consultants project will result if the Companies
are permitted to outsource all responsibility for supplying generation service to
non-shoppers through a reverse auction. The hypothetical market prices were
“constructed” by Mr. Frank C. Graves of The Braitle Group and Dr. Scoit Jones
of FTI Consulting and include the cost of FERC-regulated wholesale power
supply delivered to the service territory of the Companies in Ohio plus various
adders for the assumption by the wholesale suppliers of retail market risk. This
retail market risk, or POLR risk, is due to the ability of consumers to shop for
generation. The cost of wholesale supply includes generation, capacity, and
ancillary services, together with all transmission and transmission-related
services, and other costs incurred in delivering generation to the service territory

of the Companies in Ohio.

The hypothetical market prices developed by the Companies’ consultants were
reduced to exclude transmission costs recovered by the Companies through
another rider and then averaged by Mr. Blank to compute the annnal MRO market

prices reflected on Attachment 1. Mr. Blank weighted the two sets of prices
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developed by Mr. Graves at 25% each and the set of prices developed by Dr.

Jones at 50% for each of the three years in the initial term of the Companies® ESP.

Is there a computational error in Mr. Blank’s Attachment 1 that should be
corrected before any other adjustments are made?

Yes. Mr. Blank incorrectly computed the market prices developed by both
consultants for purposes of the MRO revenue quantification by failing to remove
the entirety of the transmission component included in those pncw Mr. Blank
failed to gross up the transmission component for line losses. This can be seen by
reviewing the mWh (generation or sales) used in the multiple steps used by Mr.

Graves and Dr. Jones to develop their market prices.

Mr. Graves first developed the total energy, network transmission and ancillary
services costs on a $/mWh basis using gross generation, which includes the mWh
for line losses. He then computed the total dollar cost for these components and
then added capacity costs. In the final step, Mr. Graves divided the total dollar
amount by mWh sales, or gross generation less line losses, thus effectively

grossing up the market price to reflect line losses.

However, Mr. Blank ignored this gross-up on the transmission component. Mr.
Blank took the market price computed on a sales basis and then subtracted the
transmission cost per mWh computed on a gross generation basis. In other words,

the error was that Mr. Blank failed to gross up the transmission component for the
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line losses and thus, failed to remove the correct amount of the transmission
component included in Mr. Graves’ market prices. Mr. Blank used $7.64 per
mWh for the transmission cost, but should have used $7.98 per mWh, the amount

included in Mr. Graves’ computation of the market prices per mWh.

The same error was repeated with Dr. Jones’ market price. Mr. Blank removed
the $7.50 per mWh transmission costs from Dr. Jones® market prices, but failed to
“gross-up” the $7.50 for the line losses, thus overstating the generation market
prices used for the MRO on his Attachment 1. The effect of Mr. Blank’s error on

the Jones market prices was to overstate them by $0.34 per mWh

Have you revised Mr. Blank’s Attachment 1 to correct this error?

Yes. I have attached the revised Attachment 1 with the corrected Graves and
Jones market prices as my Exhibit (LK-3). The effect of comecting this
computational error is to reduce the ESP benefit computed by Mr. Blank from

$1,303.4 million to $1,242.2 million on a net present value basis.

Plcase deseribe more specifically the methodology used by Mr. Graves to
develop the hypothetical market prices used to gquantify the MRO option.

Mr. Graves “constructed” two hypothetical market prices reflecting locational
differences in the delivery point of the forward contract, i.e., PIM West and
Cinergy. The only difference between these two sets of market prices are the

locational differences in the forward energy prices. I have attached a copy of Mr.
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Graves’ Exhibits 3 and 4, which used PJM West forward prices as my
Exhibit  (LK-4) and a copy of his Exhibits 5 and 6 using MISO forward prices

as my Exhibit  (LK-5) for reference purposes.

Mr. Graves’ market prices consist of two components, a “no-risk” wholesale
market price and a retail risk premium to compensate the winning bidders in a
reverse auction for various retail risks associated with the ability of consumers to
shop. The starting points for the “no-risk” wholesale market prices were the
forward energy prices in 2009 through 2011 as of July 15, 2008 based on
NYMEX settled prices for the two delivery points. Mr. Graves then increased
these starting points to take into account the utilities’ load shapes and to add
capacity, network service and ancillary service costs. To these wholesale
generation prices Mr. Graves added a retail risk premium for POLR costs of
15.96%. Mr. Graves was directed by the utilities to reflect the effects of retail
market risks and cited the retail risks of customer switching, credit risk, and load-

following uncertainties, plus other unaccounted for factors.

Please describe the methodology used by Dr. Jones to develop the
hypothetical market prices used to quantify the MRO option.

Dr. Jones developed hypothetical market prices using a process very similar to
that used by Mr. Graves. Dr. Jones stated that his charge from the Companies
was to “calculate the expected prices that retail customers would pay if Ohio

Edison Company, The Cleveland Eleciric Iluminating Company, and The Toledo
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Edison Company (“the Ohio Companies”) were to procure full requirements
electric service to meet their standard service offer obligation during each of the
years 2009, 2010, and 2011 through a competitive bidding process such as is

contemplated in R.C. Section 4928.142.”

Dr. Jones® market prices consist of two components, a “direct cost” wholesale
component and a retail “margin.” The “direct cost” component includes energy,
capacity, and transmission. Dr. Jones computed the wholesale market prices for
energy by using forward contract energy prices delivered at the Cinergy hub in
the MISO, adjusted to account for locational differences in the delivery point of
the forward contracts and to take into account the Companies’ load shapes. He
added expected capacity and transmission-related costs and then adjusted the sum
of the energy, capacity and transmission-related costs for “distribution losses” to

state the market price on a sales basis.

To these “direct costs,” Dr. Jones added a “retail margin” to reflect the “expected
return that a bidder would require for accepting the substantial risks of providing
full requirements service at fixed prices for the Ohio Companies’ standard service
offer.”” Dr. Jones added retail margins of 17%, 29% and 40% in 2009, 2010 and

2011, respectively.
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Both Mr. Graves and Dr. Jones used the July 15, 2008 forward prices for the
energy component of their hypothetical market prices. Have forward prices
changed significantly since that date?

Yes. The MISO and PJM West forward prices have declined significantly since
July 15, 2008. 1 obtained the September 19, 2008 MISO and PIM forward prices
from NYMEX. I used these prices to revise Mr. Graves® Exhibits 3 and 4 for the
lower PIM West prices and his Exhibits 5 and 6 for the lower MISO prices. 1
have attached these revised exhibits as my Exhibit  (LK-6) and Exhibit _(LK-

7), respectively.

In addition, I revised the “Total” prices on Dr. Jones Exhibits 8, 9 and 10 for the
lower MISO prices. I have attached the computations of the revised “Total”

prices from these exhibits as my Exhibit  (LK-8).

What effect does using more recent forward settled prices to construct the
wholesale market prices used for the revenues under the MRO option have
on the MRO versns ESP quantification?

The effect of using more recent forward prices is to reduce the ESP benefit
computed by Mr. Blank from $1,242.2 million (as corrected) to $424.1 million on
a net present value basis. 1 have attached the computations as my Exhibit __ (LK-

9).
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Should the Companies’ comparison of the MRO and ESP options include a
retail margin in the MRO wholesale supplier market prices?

No. The Companies have created a fundamental mismatch between these two
options by doing so. The MRO quantification on Blank Attachment 1 includes all
wholesale generation prices plus all retail risk premiums expected to result from a
reverse auction. In contrast, the ESP analysis on Blank Attachment 1 includes
only the base wholesale generation prices offered by FES ($75/MWH, $80/MWH,
and $85/MWH for 2009, 2010, and 2011, respectively), with no attempt to
quantify the full wholesale generation price or the full retail risk premiums. The
additional ESP costs that are not quantified on Blank Attachment 1 include: 1)
increases in fuel transportation surcharges above a baseline; 2) costs associated
with altemative energy/renewable requirements beyond those specified in SB
221; 3) new taxes or environmental requirements which exceed $50 miilion
during the ESP period; 4) increased fuel expenses in 2011; and 5) increased
capacity purchases required to meet FERC, NERC or MISO reserve margin
standards. In addition, the ESP analysis on Attachment 1 does not inclu&e the
proposed $10/MWH non-bypassable minimum default service charge for POLR
risk. This $10/MWH POLR charge is a retail risk premium cost of the ESP
option, which alone could cost consumers up to $1.7 billion over three years.
When only part of the ESP costs are compared with all the reverse auction MRO
costs, it is no wonder that the Companies’ comparison shows that the ESP is more

favorable in the aggregate than its MRO.
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What effect does removing the retail risk premiums (margins) from the
revenues under the MRO option have on the MRO versus ESP
quantification?

It turns the results around completely so that the MRO revenues are less than the
ESP revenues by $1,692.6 million on a net present value basis, meaning that the
MRO option is significantly lower cost to ratepayers than the Companies’
proposed ESP.‘ Consequently, on a quantitative basis, the ESP is not “more
favorable in the aggregate” than the MROQ and it fails the statutory test for
Commission approval without modification. I have attached the computations as

my Exhibit  (LK-10).

Have you quantified any other scenarios to assist the Commission in
assessing the effects of the retail risk premium assumption?

Yes. 1 have quantified the effect of a 10% retail risk premium and the effect of a
15% retail risk premium. In the 10% risk premium scenarib, the MRO revenues
are less than the ESP revenues by $736.5 million on a net present value basis. In
the 15% risk premium scenario, the MRO revenues are less than the ESP revenues
by $258.5 million on a net present value basis. I have attached the computations
for the 10% scenario as my Exhibit  (LK-11) and the 15% scenario as my

Bxhibit _ (LK-12).
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If the distribution utilities procured their wholesale generation supply for
non-shoppers prudently, how would you expect the MRO/ESP comparison to

work?

Because none of the distribution utilities own generation, they must purchase
wholesale power for non-shopping load under either an MRO or ESP. Their
procurement strategy under either scenario should be the same. Under either an
MRO or ESP, the distribution utilities should develop a least cost generation
portfolio to meet the projected needs of their non-shopping load. This generation
portfolio would include a reasonable mix of fixed block wholesale contracts and
spot purchase and sales contracts (to deal with load following, sales forecast
variation, shopping migration, etc). The utilities could develop this least cost

portfolio or they could hire an independent third party to do it for them.

The distribution utilities would absorb the POLR costs associated with retail
customer choice and would be compensated for those POLR costs at fates
regulated by the Commission. Under this procurement approach, the Commission
would have oversight on both the level and recovery of retail risk premiums
(POLR) costs being charged to customers. Furthermore, the wholesale generation
cost in the comparison between the MRO and ESP options would be the same. It

would be a wash.
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Hf shopping terms and conditions were the same in both the MRO and ESP, then
the retail risk premiums (POLR) in the comparison also would be a wash between
the two options, all else equal. However, in an ESP, the Commission has the
statutory authority to place limitations on customer shopping through non-
bypassable charges. If it does this, then the Commission could reduce the ESP
POLR costs. Reducing ESP POLR costs should benefit all non-shopping
consumers. This benefit is potentially large. Company witness Dr. Jones has
calculated that the retail risk premium that suppliers will demand if there is
unrestrained shopping is almost $4 billion over three years. OEG witness Mr.
Baron has proposed an Economic Development Plan that will reduce POLR risk
and therefore drive down the retail risk premium suppliers will demand. All else

equal, in the MRO/ESP comparison this will tilt the balance in favor of an ESP.

Transmission costs should be the same for both the MRO and ESP options. Mr.
Blank assumed this would be the case in his Attachment 1. Thus, there is no

advantage to either the MRO or ESP option on this basis.

Distribution costs and benefits could vary between an MRO and ESP. In an
MRO, distribution investments only can be recovered through traditional base rate
cases with the return on equity established at the traditional just and reasonable
level because the utilities do not own generation. For electric utilities that do own

generation, the MRO process provides for a prospective application of the
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significantly excessive earnings test. The regulatory lag associated with traditional
rate cases may cause the utilities to move slower in making needed improvements
to their distribution infrastructure. By conirast, the ESP process allows for much
greater flexibility in distribution cost recovery. The ESP also allows for a retum
on equity that is above the traditional just and reasonable level, although not

significantly above.

There are other qualitative benefits of an ESP. These include the encouragement
of the construction of new base load generating capacity, provisions to implement
job retention and economic development, and an overall greater level of state

regulation.

On balance, I believe that an ESP designed as I have described would be more

favorable in the aggregate for the utilities and for consumers than an MRO.
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III. THE COMPANIES HAVE FAILED TO DEMONSTRATE THAT THE

PRICES FOR PURCHASED POWER FROM FES ARE PRUDENT

Please describe the Companies’ proposed ESP generation rates and the
proposed adjustments to those rates over the three year term.

The Companies propose ESP base generation rates of $75/mWh, $80/mWh and
$85/mWh for 2009, 2010 and 2011, respectively, subject to deferral and
subsequent recovery over future years (through a proposed “phase-in”). The
Companies propose deferrals of approximately 10% of each of these annual rates

with the phase-in recoveries beginning in 2011 and continuing for ten years.

In addition to these base generation rates, the Companies propose increases in
those rates through a series of riders that will become effective on and after
January 1, 2009.- These riders are designed to recover certain costs that are
incurred by FES, not the utilities directly, for the following expenses: 1) increases
in fuel transportation surcharges imposed by shippers in excess of a baseline level
of $30 million in 2009, $20 million in 2010 and $10 million in 2011; 2) costs
associated with new alternative energy/renewable type requirements (other than
those required under Am. Sub. 8.B. 221), new taxes and new environmental laws
or interpretations of existing laws becoming effective after January 1, 2008 to the
extent such costs exceed $30 million duﬂné the ESP period and are related to the

generation assets of FES used to support the ESP; and 3) costs incurred on and
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after January 1, 2011 for increased fuel expenses above the level of fuel expenses

incurred in 2010.

In addition, the Companies propose that the base generation charges be adjusted
upward through yet another rider that will become effective on January 1, 2009 to
recover the costs of capacity purchases required to meet FERC, NERC, MISO or
other applicable standards for planning reserve margin requirements for Ohio
retail load of the Companies. To the extent that defined capacity owned by FES
in MISO is insufficient to meet planning reserve requirements, FES will purchase
the necessary additional installed capacity reserves for Ohio retail load for the
period May 1 through September 30 of each year and charge these amounts to the
Companies. The Companies propose to recover such additional capacity charges

from their non-shopping customers through this capacity cost adjustment rider.

Finally, the Companies propose that they receive a $10/MWH non-bypassable
minimum default service charge. This POLR charge is to compensate the
Companies for the costs and risks associated with committing to obtain adequate
generation resources to supply the entire retail load of their customers and for
shopping risk. Over the three yeaf term of the ESP this $10/MWH charge could

total up to $1.7 billion.
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Have the Companies included the costs of any of the four riders that wili be
used to increase the base generation rates in the ESP option?
No. Consequently, this has the effect of understating the net present value of the

revenue requirements of the ESP in the comparison of the MRO and ESP options.

Have the Companies provided or made available a copy of the purchased
power contract between each Company and FES in this proceeding or any
other regulatory proceeding?

No. Consequently, I don’t know how the Commission can judge the prudence of

a non-existent or non-disclosed contract.

Are the base generation rates in excess of market prices?

Yes. The wholesale market prices are $63.45, $65.23, and $66.15 for 2009, 2010,
and 2011, respectively, nsing the Companies’ methodology for the MRO option,
but correcting Mr. Blank’s computational error, updating the forward prices as of

September 19, 2008, and removing the retail market premiums.

Have the Companies demonstrated ¢hat the purchased power expenses they
will incur pursuant to their ESP are prudent as required by SB 221?

No. SB 221 makes it clear that the utilities bear the burden to prove that their
purchased power expense is prudent. The prudence standard requires that the

utilities obtain their power to supply the POLR requirements at the least
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reasonable cost, not simply at some discount to a fundamentally flawed and

excessive hypothetical market price used to quantify the MRO option.

The Companies fail the prudence standard on several counts. First, the proposed
base generation rates are in excess of wholesale FERC-regulated market prices
and are not prudent on that basis alone. When the base generation rates are
combined with the effects of the various generation and POLR riders, the problem

is exacetbated.

Second, the Companies’ base generation rates as well as all the riders are the
result of self-dealing with their FES affiliate and are not the result of a properly
conducted procurement process. The expected costs of the riders are not in the
record and thus, cannot be realistically assessed. The utilities have the obligation
to obtain their power at the least cost; they do not have the right to recover oi:en—
ended purchased power expenses at rates that were not subject to ann’s length

negotiations simply because the wholesale supplier is an affiliate.

Third, there is no contract to review for the Commission to assess whether the

pricing and other terms merit the proposed ESP generation rates and riders.

How can the Commission ensure that the purchased power expense pursuant

to the ESP is prudent and reasonable?
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First, the Commission should direct the Companies to structure a least cost
purchased power supply portfolic that minimizes their purchased power expense.
Such a supply portfolio would be similar in concept to the purchased gas
portfolios of natural gas distribution utilities. Second, thgse purchases should be
made only at iransparent and verifiable FERC-regulated wholesale market rates so
that the Commission can verify that they are prudent and reasonable. Third, the
Companies should retain and be compensated for their actual expenses incurred

due to retail market risks.



32

33

34

Lane Kollen
Page 22

IV. APPLICATION OF THE SIGNIFICANTLY EXCESSIVE EARNINGS TEST

Q. Please describe the significantly excessive earnings test set forth in SB 221.
A.  The significantly excessive earnings test for an ESP is set forth in §4928.143(F)

as follows:

With regard to the provisions that are included in an electric security
plan under this section, the commission shall consider, following the
end of each annual period of the plan, if any such adjustments
resulted in excessive earnings as measured by whether the earned
return on common equity of the electric distribution wutility is
significantly in excess of the return on common equity that was
earned during the same period by publicly traded companies,
including utilities, that face comparable business and financial risk,
with such adjustments for capital structure as may be appropriate.
Consideration also shall be given to the capital requirements of future
committed investments in this state. The burden of proof for
demonstrating that significantly excessive earnings did net occur shall
be on the electric distribution utility. If the commission finds that
snch adjustments, in the aggregate, did result in significantly excessive
earnings, it shall require the electric distribution utility to return to -
copsumers the amount of the excess by prospective adjustments;
provided that, upon making such prospective adjustments, the electric
distribution utility shall have the right to terminate the plan and
immediately file an application pursuant to section 4928.142 of the
Revised Code. . . In making its determination of significantly excessive
earnings under this division, the commission shall not consider,
directly or indirectly, the revenue, expense, or earnings of any affiliate
or parent company,

Why is the significantly excessive earnings test important to ratepayers?
A The significantly excessive earnings test provides an important protection to the

utility’s ratcpayers against harm in the event that the utility’s revenues

significantly exceed the utility’s costs to provide generation service to non-
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shoppers and all other regulaied services, including transmission and distribution

services.

Does the Commission need to address the methodology for and the
application of this test in this proceeding?

Yes. The Commission cannot wait until 2010 to determine the methodology it
will use to determine the threshold for significantly excessive earnings, the
computation of earnings on common, or the application of the methodology.
Under Generally Accepted Accounting Principles (“GAAP™), the utilities are
required to recognize a regulatory liability for any refunds that arise each year and
that will be refunded to ratepayers prospectively in the following year. Thus, the
utilities must know the Commission’s methodology and how the Commission will
apply this methodology for 2009 in 2009. The Commission cannot wait until

2010 to determination the methodology for this test after the fact.

How should the Commission apply the signiﬁcantly excessive earnings test
for the prior year in the annual reviews?

The Commission must determine the appropriate methodology in this proceeding,
and then apply that methodology in the annual reviews. The appropriate
methodology consists of two components, the significantly excessive earnings

threshold and the actual earned return on common equify.
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First, the Commission must determine the methodology it will use to compute the
rate of return on common equity threshold over which the Companies will be
deemed to have significantly excessive earnings that are subject to refund. Once
the Commission makes this determination, the methodology should remain the
same for use in all future annual review proceedings unless there is some
compelling reason to change it prospectively. The methodology for computing

the threshold is addressed by OEG witness Mr. Charles King,

Second, in this proceeding, the Commission must determine the methodology it
will use to compute the utility’s actual earned return on common equity for each
review year. This step is necessary so that the actual earnings can be compared to
the threshold established in the first step for each year. The Commission should
determine whether the earnings on common are to be measured on an accounting
basis with no ratemaking adjustments, whether it will allow or require ratemaking
adjustments, and if so, what adjustments or types of adjustments will be allowed

or required.

In each of the future annual review proceedings, if the Company’s actual earnings
are in excess of the threshold, then the difference, grossed-up on a revenue
requirement basis, should be refunded to ratepayers in accordance with the

requirements of the statute.
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How should the Commission compute the actnal earned return on common
equity for each annual period?

The Commission should compute the actual earned return on common for each
annual period using the per books actual accounting earnings on common and the
utility’s year-end actual common equity balance, with limited ratemaking
adjustments. The authorized ratemaking adjustments should be specified by the
Commission in this proceeding and should be modified only prospectively upon
consideration of a request from the utility or other party to add or remove such

adjustments.

What adjustments should the Commission include on such a list?

The list can be as extensive or limited as the Commission believes is necessary to
ensure that rates are just and reasonable. At a minimum, the ratemaking
adjustments should be consistent with the requirements and limitations on cost-
based recoveries specified in Section 4928.143(B)(2). For example, only prudent
fuel and purchased power expenses should be included. Also, at a minimum, the
ratemaking adjustments that are reflected should be consistent with other
Commission orders wherein there were specific disallowances of or directions

relating to rate base, expense or rate of return amounts or components.

The Commission also should include all revenues from off-system sales in the
computation of earnings, just as it should include all prudent purchased power

expenses. This is essential, even for the utilities in this proceeding, because
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revenues from surplus purchases or derivative gains should be used to offset the

prudent purchased power expenses and derivative losses that are incurred.

In addition, the Commission should remove the effects of any refunds in one year
based on the significantly excessive earnings test for the prior year so that the
refund is computed on a discrete annual basis for the prior year and does not

influence the actual earnings for another year.

Finally, the Commission should require the utilities to exclude the effects of fines
and penalties, one-time writeoffs, costs and acquisition premiums related to
mergers and acquisitions, and effects of mark-to-market accounting for derivative

gains and losses,

Companies witness Mr. Vilbert states that the purpose of the test is “to
identify significantly excessive, windfall profits” and that all “extraordinary
or nonrecurring items, or [profits that] are otherwise non-representative of
the utility’s operations” should be excluded from the computation of
earnings for the purpose of the test. (Vilbert Direct at 9). Do you agree?

No. This is an excessively broad recommendation that would redefine and neuter
the significantly excessive earnings test. As I previously noted, SB 221 does not
specify the methodology the Commission should use to compute the utility’s
actual earnings. However, the Commission should not blindly exclude all gains

or nonrecurring items from the computation of the earned return. Instead, the
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Commission should establish the methodology in the manner that I described and
carefully prescribe the income or losses that should be excluded from the

computation, if any.

Companies witness Mr. Vilbert proposes that the Commission exclude the
after tax earnings effects on CEI's proposed writeoff of RTC and extendeld
RTC, net of revenue credits, by adding back this amount to CEI’s per books
common equity outstanding for the sigmificantly excessive earnings test.
Please respond.

I agree conceptually with such an adjustment, but the Commission should impose
limitations on the amount and duration of the adjustment so that it does not
become a permanent addition to common equity long after the utility has
rebalanced its capital structure to targeted levels. It would be reasonable to
assume that the utility will rebalance its capital structure within three years or by
the end of the initial three year term of the ESP. Thus, the Commission should
allow an adjustment to common equity on a declining basis reflecting a three year
amortization of the writeoff effects. For 2009, the adjustment would be 2/3 of the
after tax writeoff, assuming a year-end common equity balance. For 2010, the
adjustment would be 1/3 of the after tax writeoff. For 2011 and beyond, there

would be no further adjustments,

Companies witness Mr. Blank proposes that the Commission exclude the

revenues from the proposed delivery service improvement rider from the
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computation of after tax earnings for the significantly excessive earnings test.
Please respond.

The Commission should reject this and any other proposal to carve-out revenues

* due to rate increases specifically authorized as a result of the Companies’ ESP for

several reasons. First, SB 221 contemplates no such ad hoc exclusions to the
“adjustments” resulting from the ESP. Revenues from the delivery service
improvement rider could be large. Removal of these potentially large revenues

would result in a distorted picture of the utilities’ financial condition.

Second, the inclusion of these revenues in the test in no way removes the
incentive aspect of this proposed rider. The base amount of this rider will not
change during the term of the ESP unless the Companies service performance is
wotse than or better than the performance bandwidth. Also, the distribution
utilities have an independent obligation to provide reliable distribution service
under either an MRO or ESP. A distribution infrastructure improvement
surcharge is explicitly authorized in an ESP but not an MRO. The ability to get
real time recovery through an ESP surcharge (rather than through a traditional rate
case with its associated regulatory lag) provides incentive to make the required
investments, even if excess profits generated by the surcharge are subject to
refund.

Third, the Companies’ claim that these revenues should be excluded based on the

requirement that the Commission consider “the capital requirements of future
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committed investments in this state” is in error.  Distribution system
improvements are a normal and recurring cost of being a utility. There is nothing
extraordinary about it. If the utilities commit to a multi-billion dollar base load
generating plant then this provision may have application, but they have not. Ifa
utility faces a future major capital requirement (such as for a new power plant),
then the law allows the Commission to take that into account when setting the
threshold over which earnings are excessive. In other words, a new power plant
may warrant a higher threshold. There is no provision that allows the revenues

for capital additions to be ignored in computing the utility’s actual rate of return.

If there are significantly excessive earnings, why should the Commission
gross-up the amount in excess of the earnings threshold to compute the
refund amount?

A gross-up for income taxes is necessary because the earnings are stated on an
after tax basis, not on a before tax revénue basis. Such a gross-up for income
taxes is similar to the use historically by the Commission of a gross revenue
conversion factor to convert operating income deficiencies or surpluses into
revenue deﬂcienqies or surpluses. The objective is to determine the amount of
revenue overcollections in the prior year that resulted in the significantly

excessive earnings so that an equivalent amount can be refunded to ratepayers.
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The statutory test seems to suggest a limitation on the potential refunds by
linking the excess earnings to the “adjustments” pursuant to any ESP. Do
you agree with such an interpretation?
Yes. Subject to a correct understanding of the purpose of the test and the
definition and application of the term “adjustments,” the statute appears to limit
potential refunds to the amount of the ESP increases recovered during the year
subject to review. The statute, as previously cited, states:
With regard to the provisions that are included in an electric security
plan under this section, the commission shall consider, following the
end of cach annual period of the plan, if any such adjustments
resulted in excessive carnmings as measurcd by whether the earned
return on common equity of the electric distribution utility is
significantly in excess of the return on common equity that was
earned during the same period by publicly traded cempanies,
including utilities, that face comparable business and financial risk,
with such adjustments for capital structure as may be appropriate.
The interpretation and application of the significantly excessive eamings test must
be considered both in the proper context and on the basis of substance over form.
The purpose of the test is to provide a meaningful ratepayer protection through an
all-inclusive earnings test. This test provides protection against excessive ESP

rate increases by incorporating the net effects of all revenues and all costs in the

calculation of eamnings.

How should the Commission compute the “adjustments” due to the ESP rate

increases?
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The total ESP rate increases or adjustments in any review year should be
computed by multiplying the ESP riders by the actual billing determinants for the
vear. This yields the total ESP revenues in the review year. This annuai dollar
amount is the maximum amount of the utility’s refund obligation during any

review year of the ESP.

Is there another possible interpretation that the untilities may argue?

Yes. Another interpretation would be to assume that the term *adjustments”
refers both to ESP rate riders and to the specific incremental costs that justified
the riders. Under this interpretation, the ESP rate increases and the incremental
costs necessarily net to zero. There would be no effect on eamnings and an ESP

adjustment could never result in significantly excessive earnings.

Would such an interpretation be rational?

A. No. The Commission should reject this interpretation as inconsistent with
the plain language of the statue and leading to absurd results. Contrary to this
potential interpretation, the term “adjustments” only can mean ESP rate increases.
The Commission has jurisdiction over rates. Costs are incurred independent of
Commission action. The Commission only can determine the basis for and the
amount of rate increases. The Commission does not regulate the actual costs
incurred by the utilities. There are thousands of categories of costs incurred by

the utility everyday that go up or down independent of any ESP adjustment.
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To illustrate this point, assume in any year that the utility incurs $10 in
incremental expense and the utility does not seek an ESP rate increasc. In this
example, the utility’s earnings are reduced by $10 before tax, all else equal. Even
if the utility’s reduced earnings that year were excessive, there would be no
“adjustment” that could have “resulted in excessive earnings” because there was

no ESP rate increase. Therefore, the utility would face no refund liability.

Now assume that the Commission approves a rate increase of $10 based on its
approval of an ESP rider. Here, there is a $10 “adjustment” to rates, and earnings
before tax are increased by a like amount. This $10 adjustment is refundable to

consumers to the extent there are significantly excessive earnings.

If the wutilities’ potential interpretation is adopted, there never could be any
significantly excessive earnings. Their definition of the term “adjustments” to
mean both ESP rate increases and the costs used to justify the increases would
preclude any net effect on earnings, If this potential interpretation is adopted, the
carnings test is vitiated and meaningless and there would be no meaningful
ratcpayer protection against excessive rate increases. Although I am not a lawyer
and cannot express a legal opinion, it seems to me unlikely that the Legislature
and Governor would have included the significantly excessive earnings test in SB

221 if they intended it to be meaningless and offer no protection to consumers.
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If the utilities alréady have excessive earnings before any rate increases due
to the ESP, will these excessive earnings be retained by the utilities under a
reasonable interpretation of the test?

Yes, but only for a limited time period. Under the éigniﬁcanﬁy excessive
earnings test, all ESP rate increases will be refunded to the ratepayers until such
time as the utility’s earnings are reduced to the threshold for significantly
excessive earnings. In other words, the significantly excessive earnings will be
reduced over time until its earnings hit the significantly excessive threshold. The
result is an intentional and structured form of earnings attrition that ensures that
rate increases will be refunded unti] the wtilities’ costs increase to the point where
its earnings are reduced to the significantly excessive threshold. Afier that point,
the utility will be able to implement and retain ESP increases without refunds
sufficient to sustain its earnings at the significantly excessive threshold or lower

level.

Why is it important that utility earnings be calculated each year, rather than
being averaged over a multi-year period?

Fundamentally, the statute requires an annual application of the significantly
excessive earnjngs test. It does not allow averaging over a multi-year period or
over multiple entities. SB 221 prohibits including directly or indirectly the
revenue, expenses or earnings of any affiliate, such as sister utilities in the same
holding company. The statute requires the application of the test “following the

end of each annual period of the plan.” The test is designed as a ratepayer
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protection against excessive ESP rate increases that are placed into effect and/or
adjusted each year, The Commission is required to consider whether the ESP rate
increases in each year resulted in significantly excessive earnings in that same
year. Finally, the threshold for significantly excessive earnings must be
determined each year because the underlying data necessarily will change each
year, including the group of companies that will be considered comparable and

their earnings.

How do the Companies’ earnings for 2007 compare to the result of the
threshold test addressed by OEG witness Mr. King for 20077

The Toledo Edison Company eamed 18.8%, The Cleveland Electric Company
earned 18.55% and Ohio Edison Company earned 12.51% on a per books basis,
assuming no ratemaking adjustments. Both TE and CEI would be over the
significantly excessive earnings threshold for 2007 if the threshold is computed in
the manner proposed by Mr. King and if it had been applicable for 2007. The

computations are shown on my Exhibit _ (LK-13).

Have you quantified the revenue requirement effect of each 1% in earned
return on common equity for each of the Companies using 2007 data?

Yes. A 1% return on common equity is equivalent to approximately $8 million in
increased revenues for The Toledo Edison Company, $27 million for Ohio Edison

Company and $26 million for The Cleveland Electric Illuminating Company.
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Stated another way, if the Commission found that the utilities had excess earnings

by 1%, then these are the amounts of refunds that would be required.

Does this complete your testimony?

Yes,
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EDUCATION

University of Toledo, BBA
Accounting

University of Toledo, MBA

Luther Rice University, MA

PROFESSIONAL CERTIFICATIONS

Certified Public Accountant (CPA)

Certiified Management Accountant (CMA)

PROFESSIONAL AFFILIATIONS

American Institate of Certified Public Accountants
Georgla Soclety of Certilied Public Accountants

Institute of Management Accountants

More than thirty years of utility industry experience m the financial, rate, tax, and plamning areas.
Specialization in revenue requirements analyses, taxes, evaluation of rate and financial impacts of
traditional and nontraditional ratemaking, utility mergersfacquisition and diversification. Expertise in
proprictary and nonproprietary software systems used by utilities for budpeting, rate case support and

strategic and financial planning.

X KENNEDY AND ASSOCIATES. INC.
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RESUME OF LANE KOLLEN, VICE PRESIDENT

EXPERIENCE

1986 to
Present:

1983 to
1986:

1976 o
198]3:

J. Kennedy and Associates. Ing;: Vice President and Principal. Responsible for utility
stranded cost analysis, revenue requirements analysis, cash flow projections and solvency,
financial and cash effects of traditional and nontraditional ratemaking, and research,
speaking and writing on the effects of tax law chanpes. Testimony before Connecticut,
Florida, Georgia, Indiana, Louisiana, Kentucky, Maine, Maryland, Minnesota, New York,
North Carolina, Ohio, Pennsylvania, Tennessee, Texas, West Virginia and Wisconsin state
regulatory commissions and the Federal Energy Regulatory Commission,

Energy Manggement Associates: Lead Consultant.
Consulting in the areas of strategic and financial planning, traditional and nontraditional

ratemaking, rate case support and testimony, diversification and generation expansion
planning, Directed consulting and software development projects utilizing PROSCREEN
1T and ACUMEN proprietary software products. Utilized ACUMEN detailed corporate
simulation system, PROSCREEN II strategic planning system and other custam developed
software to support utility rate case filings including test year revenue requirements, rate
base, operating income and pro-forma adjustments. Also utilized these software products
for revenue simulation, budget preparation and cost-of-service analyses.

The Toledo Edison Company: Planming Supervisor.

Responsible for financial planning activities including generation expansion planning,
capital and expense budgeting, evaluation of tax law changes, rate case strategy and support
and computerized financial modeling using proprietary and nonproprietary software
products. Directed the modeling and ¢valuation of planning altematives including:

Rate phase-ins.

Construction project cancellations and write-offs.
Construction project delays.

Capacity swaps.

Financing altematives.

Competitive pricing for off-system sales.
Sale/leasebacks.

J. KENNEDY AND ASSOCTATES. INC.
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RESUME OF LANE KOLLEN, VICE PRESIDENT

LIENTS SERVED
Industrial Companies and Groups

Air Products and Chemicals, Inc. Lehigh Valiey Power Committee
Airco Industrial Gases Maryland Industrial Group
Alcan Aluminum Multiple Intervenots (New York)
Armco Advanced Materials Co. National Southwire
Armco Steel : North Carolina Industrial
Bethlchem Steel Energy Consumers
Connecticut Industrial Energy Consumers Occidental Chemical Corporation
ELCON Ohio Energy Group
Enron Gas Pipeline Company Ohio Industrial Energy Consurners
Florida Industrial Power Users Group Ohio Mapufacturers Association
Gallatin Steel Philadeiphia Area Industrial Energy
General Electric Corapany Users Group
GPU Industrial Intervenors PSI Industrial Group
Indiana Industrial Group Smith Cogeneration
Industrial Consumers for Taconite Intervenors (Minnesota)

Fair Utility Rates - Indiana West Penn Power Indusirial Intervenors
Industrial Energy Consumers - Ohio West Virginia Energy Users Group
Kentucky Industrial Utility Customers, Inc. Westvaco Corporation
Kimberly-Clark Company

Regulatory Commissions and
Government Agencles

Cities in Texas-New Mexico Power Company’s Service Territory
Cities in AEP Texas Central Company’s Service Territory

Cities in AEP Texas North Company’s Service Territory

Georgia Public Service Commission Staff

Kentucky Attorney General's Office, Division of Consumer Protection
Louisiana Public Service Commission Staff

Maine Office of Public Advocate

New York State Energy Office

Office of Public Utility Counsel (Texas)

J. KENNEDY AND ASSOCIATES. INC.



RESUME OF LANE KOLLEN, VICE PRESIDENT

Allegheny Power System

Atlantic City Electric Company
Carolina Power & Light Company
Cleveland Eleciric lluminating Company
Delmarva Power & Light Company
Duquesne Light Company

General Public Utilities

Georgia Power Company

Middle South Services

Nevada Power Company

Niagara Mohawk Power Corporation

Utilities

Octer Tail Power Company
Pacific Gas & Electric Company
Public Service Electric & Gas
Public Service of Oklahoma
Rochester Gas and Electric
Savannah Electric & Power Company
Scminole Electric Cooperative
Southetn California Edison
Talquin Electric Cooperative
Tampa Electric

Texas Utilities

Toledo Edison Company

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimony Appearances
of
Lane Kollen
As of Septemher 2008

Date Case Jurisdict. Party Untility Subject

086 U782 LA Lovisiana Pulic Gulf States Cash ravenue requirements
Interitn Service Commission Lilities financial solvency.

Staff

186 W-17282 LA Louisiana Public Gulf States Cash revenue requirements
interim Service Commission Utilities fnancial soivency.
Retutial Staff

1286 5613 KY Atlomey Gereral Big Rivers Revenue requiremenits

Div. of Consumer Elactric Comp. accounting adjustmants
Pratedlion financial workout plan.

187 U-17282 LA Lowsiana Public Gu¥ States Cash ravenue requisaments,

Irtedm 19 Judicial  Service Commission Utiiides financial solvency.
Diskict CL Staft

ez General wv West Vinginia Energy Monongabets Power Tax Reform Act of 1386.
Order 236 Users’ Group Ca.

487 U-17282 LA Louisiana Public Gulf States Prudenca of River Band 1,
Pruderce Servipg Commission Utilities economic enalyses,

Staft cancellation siudies.
437 M00 NG North Cardina Duke Power Co. Tax Reform Act of 1966,
Sub 113 Indusiriel Energy
Consumers
5087 BE-524-E-  wv West Virginia Monongahela Power Revenue requirements.
Energy Users Co. Ve Reform Act of 1536.
Group

587 U282 LA Louisiana Public Guli States Revenue fequiremests,
Case Service Commission Utilitles River Beng | ghase-n plan,
in Chief Staff financial solvency.

A uAvaez LA Louisiana Putiie Guif Stales Revenue requirements
Casa Service Commission Utilies River Bend 1 phase-in plan,
in Chief Staff fnancial soivency.
Sumebuttal

7B7T U782 1A Louisiana Pubfic Gutf States Prudence of River Bend 1,
Prudence Service Commission Utiities ECONOMIC analyses,
Surretnital Staff cancelblian studies.

e 865 wy Wast Virginia Monangahela Powsr Revenue requiraments,
ESC Energy Usarg' Co. Tax Refom Act of 1986
Rebuttal Groug

J. KENNEDY AND ASSOCIATES. INC.
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Expeart Tasthmony Appearances
of
Lane Kollen
As of Saptember 2008
Date Case Jurisdict Party Utility Subject
887 9885 Ky Altomeay Genesal Big Rivers Electric Finangial workout plan.
Div. of Consumer Corp.
Pratection
/a7 EQ15GR-  MN Taconks Minnesola Power & Revenue requirements, O3M
87-223 Intervenars Light Co. expanse, Tax Raform Act
of 1986.
1087 8702201 FL Occidantal Flosida Power Ravenue requirements, D&M
Chemical Com. Comp. expense, Tax Reform Act
of 1965,
187 87T cT Connecticut Industrial Connecticui Light Tax Raform Actof 1986,
Energy Consumers & Power Co.
1/88 U-17282 LA Leuisiana Public Guif States Revenue requirements,
1SthJudicl Senvice Commissien Utikties River Bentd 1 phase-in pian,
District Ct. rabe of ratum,
W3 WM KY Kentucky Industiah Louisvile Gas Economics of Trmbla Counly
Uty Customers & Electric Co. comphetion.
288 10064 KY Kantucky industrial Louisvile Gas Ravanue requiraments, QM
Utility Custormers & Electric Co. expense, capital stuciurs,
excess deferred inoome f2%es.
586 10247 KY Alcan Auminum Big Rivers Eleckric Financial workout pian.
National Souttwire Corp.
5686 M-87017 PA GPU Indusirial Metropolitan Nonugiity generator deferred
16001 Intervenors Edison Co. ool recovery.
5/88 ME7017  PA GPU Industrial Pennsyvania Moty ganerator sefered
20005 Intervenars Eiectrie Co. Cogt recovery.
6/88 U-17282 LA Lovisiana Fublic GuF Stake Prudenca of River Band 1
19th Judicid  Service Commissian UkiiHias economic anclyses,
Distriet Ct cencallation studies,
financial modaling.
788 MEIIZ- PA GPU Induskial Metropolitan Nonullity ganertor defewed
1001 inlervenors Edisan Co. cost recovery, SFAS No. 82
Rabuttat

J. KENNEDY AND ASSOCTATES. INC.
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Expart Testimony Appearances
of
Lang Kollen
As of Septomber 2008
Date Case Jursdict. Party Utility Subject
M8 M- PA GPU Indusiriad Penrayfvenia Nonutiiily genersior defermed
20005 Intervenors Eleckic Co. cost recovery, SFAS Ne. 32
Rebuttal
/B8 B805-25 cT Connecticut Connecticul Light Excess deferred taxes. O8M
Industrial Enesgy & Power Co. EXpenses.
Consumers
9/88 10064 KY Keeducky Industrial Lousiila Gas Prematurs retirements, intensst
Reheaiing Utiity Customers & Clectric Co. expanse.
10/88  83470- OH Ohio Industrial Cleveland Elacirc Rovenue requirements, phese-n,
EL-AR Energy Consumers liksminating Co. excass defamed tas, OSM
expenses, inancial
coneidarsfions, working capital,
10488 88-171- OH Ohia Industrial Tokeda Edison Co. Reavenue requirements, phase-in,
EL-AIR Energy Consumers excess deferred taves, O5M
expenses, inancia
consideralinns, working capital.
1088 8300 FL Flosida Industrial Florida Power & Tex Reform Act of 1986, tax
W5E Power Usars' Group Ught Co. expenses, DEM expenses,
pension axpense (SFAS No. 87),
0688 780 GA Geogia Public Attanta Gas Light Pension expensa (SFAS No. 87).
Benvica Commission Co.
Staff
1g8  U17262 LA Leuisiana Public Gulf States Rate base exdision plan
Remand Senvice Commission Utiities {SFAS No. 71)
Stalf
12/88 U-17970 LA Louisiana Pubic ATAT Communications Pansion expanse (BFAS No. 87).
Barvica Comenission of South Cenral
Staff States
1288 U-17949 LA Louislana Public South Central Compensated abgences {SFAS No.
Retnital Sarvica Commission Bel 43), pension expense {SFAS Mo,
Staff 87), Pext 32, income tax
nomnatization,
289 u-17282 LA Lotislana Public {BuHf States Revanue requifemeants, phase-in
Phase Il Service Commission Utiites of River Bend 1, recovery of
Staff canceled plant.

J. KENNEDY AND ASSOCTIATES. INC.
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Expeart Testimony Appearances
of
Lane Kolien
As of Seplember 2008
Date Case Jurisdict Party Unility Subject
/89 88160260 FL Talquin Electric TelnuinCity Economic analyses, incremertal
890326-EU Cooperative of Tallahassee cogk-of- sorvica, average
tUslomer rales.
9 U0 LA Louistana Public ATAT Communications Persion expense (SFAS No. §7),
Senvice Commission of South Central compensated atsences {SFAS No. 43},
Staf States Part 32,
/a9 8555 X Occidental Chemical Houston Lighting Cancellation cost recovery, lax
Comp. & Power Co, Xpense, revenue requirements.
829 3840V GA Geongia Public Georgia Power Co. Promofionat pracices,
Senvica Commission advertising, sconomic
Staff development,
9/89 U-17282 LA Lotisiana Pubiic Gulf States Reventie requirements, delailed
Phase Il Service Commission Utikfies investigation.
Detalled Staff
1083 8330 TX Enron (5as Fipeling Teag-New Maxdco Degferred accounting resiment,
Power Co. Salefeaseback.
1089 8028 ™ Enron Gas Texes-New Mexico Revenue requirements, imputed
Plpekne PowarCo. capital struchure, cash
working capital.
10/89 RE91364 PA Philadelphia Areg Philadelphia Revenie nequirements.
Induskial Energy Electric Ca.
Usefs Group
1183  R891364 PA Philadeiphéa Arsa Phifzdelphia Révani raquiremants,
1289  Sumebulial Indusirig) Energy Eleciric Co. salafeaseback.
(2 Filings) Users Group
R0 WATaee LA Louiziana Putic Guli Siates Revenug requiemenits .
Phase Servica Commission Litlities detaed investigation.
Detalled Staff
Rebutial
190 U-17282 LA Louisiana Public Gulf States Phase-in of River Bend 1,
Phase Hl Service Commission Utliies deregulatad asset plan.
Siaft
¥50 8003198 FL Florida Indusirial Florida Power &M expanses, Tax Reform
Power Lisers Group & Light Co. Act of 1386.

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimony Appearances
of
Lane Kollen
As of Seplember 2008
Date Case Jurisdict Party Utility Subject
490  BKMGEL A Flovida Indystrial Fiorida Power O&M axpenses, Tax Reform
Ratwtial Power Users Group & Light Co. Act of 1386,
490 17282 L& Loussiana Publc Gulf Stales Fuel clsusa, gait on sale
198 Judicial  Senvice Commission Utilifies of uility esgels,
District Ct
9450 80-158 KY Kentucky Industrial Louisvilie Gas & Revenua rmquiremants, postdest
Utifity Customers Electiic Co. yeor addiions, forecasted fest
yoor,
1280 U282 LA Louisiana Pyblic Gulf Stalas Revenua raquirements.
Phase IV Service Commission Utiltfles
Siaff
39 2807 NY Mefliple Niagars Mohawk Incentive raguialion.
etal Intarvenars Powar Comp.
581 9045 L8 Office of Public E! Paso Electric Financla modeling, economic
Utility Counsel Co. analyses, prsdence of Palo
of Texas Verde 3,
91 PHISH PA Allegherry Ludlum Corp,, West Penn Power Co, Recovery of CAAA costs,
P-D10512 Armoo Advancad Materlals least cost financing.
Co., The West Penn Power
Irdustrial Users’ Group
9 etz Wy West Vigginia Energy Monongahala Power Recovery of CAAA costs, least
ENC Usarg Group Co. cost finanging.
11 U-17282 A Louisiana Public Gulf States Asset impairment, develated
Service Commission Utibties asset plan, revenue require-
Staff ments,
12191 91-410- H Air Products and Ginginngli Gas Reverue requiremants, phase-in
EL-AIR Chemicals, Inc., & Electric Co. plan.
Armeo Stedd Co.,
Gengral Eleckic Co.,
Industrial Enargy
Consumers
121 10200 X Office of Public Tanas-hew Maxco Financial integrity, sirategic
Utilily Coumssl Powar Co. planning, deciinad business
af Texas affiiations.

J. KENNEDY AND ASSOCIATES. INC.
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Expart Tastimony Appearances
of
Lane Kollen
As of Seplember 2008
Date Case Jursdict. Party Utility Subject
582  910800-El EL Occidental Chemical Floriia Powar Corp. Revenue requirements, DEM expense,
Gorp. pansion expenss, OPEB exponse,
fassll dismantfing, nuciear
decommissioning.
ez R-00922314 PA GPU Indksstrial Metropolitan Edison Incentive regulation, performancs
Intarvencrs Co. rewards, purchased power fisk,
OPEB expense.
8147 82043 KY Kenbucky Indusirial (Generic Proceeding OPRES aupanse.
Ulility Consumers
992 920324.E £l Floride induslyial Tampa Electric Co. QPER expensa.
Power Users’ Group
892 13938 N Indiana Indusirial Generic Procseding OPEB sxpense.
Group
992 910840PU  FL Flonda Industrial Ganeric Proceeding OPER expense.
Power Users” Group
942 30314 IN Industridl Consumers Irdiana Michigan OPER expense.
for Fair Uity Ralas Powsr Co.
1192 U-10004 LA Loulsiana Pubic Guif Stales Merger.
Sevice Commission Uliities/Erdengy
Staff Comp.
1182 8648 MD Wesivaca Carp., Potomec: Edison Co. OPEB axpense.
Eastaloo Alurminum Ca,
1582 921715 OH Ohio Manufacturers Genaric: Procesding OPEB expensa.
AU-COI Association
1282 ROW2BIS  PA Amoo Advanced West Perin Power Ca. Incentive regulation,
Materiais Ca., parformance rewards,
The WPP ndustrial purchased power risk,
Inlervenors OPEB expanse.
1292 U-16949 LA Louisiana Public South Cenlral Ball Affiliats iransactions,
Servide Commission cost allocations, merger.
Staft

J. KENNEDY AND ASSOCTATES. INC.
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Expert Testimony Appearances
of
Lane Kollen
As of September 20008
Date Case Jurisdict. Party Utllity Subject
1202 ROK22478  PA Phiadeiphia Arca Philadeiphia OPEB expenss.
Industrial Eneny Electric Co.
Usess’ Group
1893 a7 MD Maryiend Indusirial Batinon: Gas & OPEB axpanse, deferad
Group Elecki; Co, fuel, CWIP in rete-base
Bettiehem Steel Conp
193 35498 IN PS! Industrial Group P8I Energy, Inc. Refunds due b over-
callnesion of 1axes on
Marble Hifl cencellation.
303 92-41-41 cT Connacticut industrial Connecticusl Light OPEB expense.
Enengy Consumers & Power Co.
33 U-19904 LA Louisiana Public Guiif Stales Merger.
(Surrebuttel) Service Commission Utiibes/Entergy
Siaft Comp,
m3 9301 OH Ohig industrial Ohio Powsf Co. Affiliate transactions, fuel,
EL-EFC Energy Consurmars
393 EC92. FERC Louisiana Public Gulf States Marger.
21000 Service Commission Uthiies/Entergy
ER92-806-000 Com.
493 92464 OH Air Products Cincinnat Gas & Revanug requirements,
EL-AIR Amnco Steel Eieclric Co. phase-in plan,
Industrial Energy
Consumens
493 ECE- FERC Louisiana Public Gui States Merger.
21000 Servica Commission Ulifties/Enterpy
ERO2-806-000 Cop.
(Rebutta)
293 93-113 KY Kentucky Industriol Kenlucky Utililias Fuel clause and cosl contract
Uity Customess rafund.
a3 92490, KY Kentucky Industrial Biig Rivess BHlactric Disaflowances and restitution for
92490A, Utifity Customess and Com. exoessive fuel costs, lagal and
90-3%0-C Kentucky Atlomey Improper payments, ratovery ofmine
General Glosure costs.
10683 U-17735 LA Louisisna Public Cajm Electric Power Revenve requirements, debit
Servioe Commission Coapergtive nesiuchuing egreement, River Bend
Stoff cost racovery.

J. KENNEDY AND ASSOCTATES. INC.
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Expert Testimony Appearances
of
Lane Kollen
As of September 2008
Date Cage Jurisdict. Party Utllity Subject
1/94 \-20847 LA Louisiana Public Guif States Audit and invastigation info fusl
Service Commission Utilitias Con clause costs.
Staff
404 L-20647 LA Louisiana Publie Guif States Nuciear and fossi unit
(Sursbuttal) Sarvice Conwnission Utilites performance, fusl cosis,
Stalr fual clause principles and
guidelines.
534 U-20178 LA Lovisiana Public Lowsiana Power & Ptanning and quantification ssues
Service Commission Light Ca. of kst cost iniegrated resource
Staf plan.
9/04 U-19904 LA L ouisiana Public Guif Slates River Bend phaga-in plan,
Initial Post- Servica Commission Utilies Co. deseguialad asset plan, capital
Memer Eamings Staff skuciure, oihar rmvenus
Review requirament ksues,
594 U735 LA Louisiana Public Cajun Electiic G&T cooparative ratemaking
Service Commission Power Cooperaliva policies, exclusion of River Bend,
Staff cther revenus regquirament ssues.
1084 39054 GA Georgia Public Southem el incentiva rate plan, samings
Service Commission Telaphanse Co, review,
Staif
o4 52580 GA Gaongia Public Southem Bel Aftemative reguition, cost
Setvice Commission Telephane Co, dllocation.
Steff
184 U-19804 LA Louisiana Public Gui States River Band phage-in plan,
Iniial Past Sarvice Commission LJides Co. dereguiaied asset plan, capitel
Merger Eamings Staff struciure, ather revente
Review requirernent issues.
. (Rabuttal)
npaE Ua77as LA Louistana Pubiic Cajun Electric G&T cooperaliva ratemaking policy,
{Rabuttal) Sarvice Commission Power Cocperatve exclusion of Rivar Bend, ather
Staff revenua requinsment iSsues.
495 R-1243Z71  PA PPEL industrial Fannsylvania Power Ravanua raquiroments. Fossil
Cuslomer Alliance & Light Co. dismantiing, nuclear
| s

J. KENNEDY AND ASSOCIATES. INC,
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Expert Testimony Appearances
of
Lang Kollen
As of September 2008

Date Case Jurisdict. Party Utility Subject

6495 3805 GA Georgia Public Southem Bal Incentive reguiaiion, affiate
Service Commissian Tekephone Co. transactions, revenus raquirements,

rala refund.,

695 U-19904 LA Louisiana Pyblic Gulf Stales Gas, todl, mclear fuel costs,

(Divect) Service Commission Utiifies Co. contract prudance, basefiuel
Staff realignment.
1005 9503614 ™ Tennessee Offica of BelSouth Affliate Pansactions,
the Aliomey General Telecommunications,
Consumer Advorate Inc.
1006 U-21485 LA Louisiana Public Guif States Wclesr &M, River Band phasedn
{Diract} Service Commission Ulilities Co. phan, basafiuel radignment, NOL
Staff and Althin essel defered taxes,
other revenus requirement issues.
11/85  U-19904 LA Louisiana Public Guif Stetes Gas, coal, mcleer fued costs,
{Surrehuttel) Seevice Commission Utiliiss Co. Cconiract prudenca, basafuel
Staf Dhvision reghignment,

1185  U-21485 LA Louisizna Public Guif States Nuclear O8M, River Bend phase-in
(Supplemental Qinact) Sarvice Commission Utilies Co. plan, base/Tuel raalignment, NOL
12185 U-21485 Stalf and AliMin aasel deferred taxes,
{Sumebuttal) other revenue requiremant issues.

184 £5-209- OH Industrial Energy The Tolado Edisan Ca. Competition, asset witsoffs and
EL-ARR Consumers The Cleveland revakation, O&M expense, other
95-300- Flectic revenue requiremant issues.
EL-AIR yrainating Co.

296 PUC No. ™ Office of Public Central Power & Nuclear deconvmissioning.
14967 Lkility Counsel Light

596 954851CS NM Gity of Las Cruces Ei Paso Eleciric Co. Stranded cost recovery,

7196 4125 MD The Maryland Balimora Gas Marger savings, bracking mechanism,
Indusirial Group & Elactiic Co., eamings sharing plan, Ve
and Redland Potomac Electric requiremiant issues.

Ganstar, Inc. Powsr Co. and
Constelafion Energy
Com.

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimony Appearances
of
Lane Kaollen
As of September 2008
Date Case Jurisdict. Party Utility Subject
996 22092 LA Louisiana Public Ervergy Gutl River Bend phesa-in plan, bese/fuel
1186 U2X092 Senvice Commission Siates, (e, malignment, NOL and Al assal
{Sumebuttal) Staft defemed taxes, other nevenue
requirament issuas, alocation of
tequiated/nonreguiated costs.
109 98327 KY Kentucky Industrial Big Rivers Environmental suchage
Uty Customers, Inc. Eectric Corp. recovereble cosis.
297 RO0%7T3877 PA Philadeiphia Area PECO) Enengy Co. Sanded cost recovery, regulatory
industrial Energy 255618 and liabilities, intangible
Usars Group ‘ransition charge, revenus
raquiremants.
387 96469 KY Kentucky Ingustrial Kentucky Power Co. Envhonmental surcharge recoverable
ity Cassfomers, fnc. casts, system ajreemants,
jurisdicionat aosation.
697 TO-87-367 MO MCI Telecommunications Southwestam Bel Prica cap regulation,
Corp., Inc., MCimewo Telephone Co. revenue requinements, rate
Agcoss Transmission of rafum.
Services, Inc.
647  RO09TI953  PA Philagelphis Area PECO Enesgy Co. Reshucturing, deregulation,
Industrial Enemy stranded oasls, reguiatory
Usérs Group assets, labiities, nuclear
and fossil decommissioning.
7Hr RO0973EE PA PPAL industrial Pennsylvanie Power Restructuring, deragulation,
Customer Aliance &LightCo. stranded cosis, ragulatory
aasets, fiabilkies, nuclear
and fossil decommissioning.
TR U209 LA Louisiana Public Entergy Guf Depraciation rates and
Service Commission States, Inc. mathodalogies, River Bend
Statt phase-in plan.
Y B ) KY Kantucky Industial  Ladsvile Gas Merger policy, cast savings,
Uty Customers, inc. & Elactric Co. and surcradit sharing mechanismn,
Kentucky Utiliies revenue requinernonts,
Co. rate of retum.

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimony Appearances
of
Lane Kellen
As of September 2008
Date Case Jurisdict. Party Utility Subject
&7 R-D0973904  PA PR&L Industrial Pennsyhvania Powsr Rasiructuring, dereguiation,
{Surrebuttal) Customner Alliance &Light Co. shranded costs, regutatory
and foss¥ decormmiesioning.
1087 972 KY Alcan Alumninum Conp. By Rivers Rastructuring, revanue
Southwire Co. Electric Corp. requirements, reasonableness
1087 RO7M4008 PA Matropokian Edson Metropoiitan Restucturing, deregulatian,
Industrial Users Edison Co. stranded costs, reguiatory
Group sagety, fiabiities, nuclear
revenua requitements.
10487 REM002  PA Panelec industrial Pemsylvania Restraciuring, ceregulation,
Customer Alkance Elegtric Co. sirandad costs, regulatory
assats, iabilities, nuciear
ang fossil decommissioning,
revenue requirements,
"7 9724 KY Alcan Aluminum Cormp. Big Rivers Resiructuring, ravence
(Rebuttal) Southwira Co. Fleckic Cop. requinaments, reasonableness
of rates, cost skocation.
197 U224 LA Louisiana Public Entergy Gulf Allocation of regulated and
Servica Comeméssion States, Inc. nonregulated casts, other
Staff fevenue requirarnent issues.
1187  RO0973351 PA Philadsiphia Avea PECO Enargy Co. Resinxiuring, deregubation,
{Surmabuital) Indusirie! Enamy stranded costs, regulatory
Users Group assels, liablities, nuclear
&nd fossil decommissioning,
1187  RH73881 PA West Pern Power West Penn Restruciuring, dereguiation,
Industrial Intesvendrs Powee Co. stranded costs, reguiatory
essets, llabiflies, fossit
decommissioning, revene
roquiremenis, sacuiization.
1197 RO74104 PA Duquesne Incustrial Duguesne Light Co. Restructuring, dergulation,
Intervencrs siranded costs, regulatory
assots, Babiliies, nuclear
and fossil decommissioning,
Tevenue requirements,
securitization.
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As of September 2008
Date Case Jurisdict Party Uility Subject
1297  R973081 PA West Penn Power West Pann Restrucluring, deregruialion,
(Sumebuttal) Inchesirial Intervenors Power Co, siranded costs, ragulatory
asgats, abiities, fossil
requirernents.
1297  RaOr4ind PA Duguesne Industrial Duguesne Light Co, Restructuring, deregulation,
(Sumebuttal) Intervenars siranded costs, regulaiory
and fossil decommissioning,
revenue requiements,
18 U-22491 LA Louisizna Public Entergy Gulf Aloostion of regulated and
{Surrebutialy Service Commistion Stakes, Inc. nonregulated costs,
Sieff other revanue
mequirernant issueg.
208 8774 MD Westvaco Potomac Edison Co. Merger of Duquesne, AE, cugiomer
sdfequands, savings sharing.
08 U-22062 LA Louisiana Public Endergy Gulf Restructuring, stranded costs,
{Allocaled Service Commission States, Inc. reguiatoty assets, securifization,
Strandad Cost lssues) Staff requlatoty mitigation.
30 830U GA Goargia Natum Allanta Gas Restructuring, unbundiing,
Gas Group, Light Co. stranded costs, incentiva
Georgla Texdila tegulation, ravenue
Manufacturers Assoc, requirements.
38 U-22002 LA Louisiana Public Entergy Gurt Restructuring, siranded costs,
{Allocated Service Commission Statas, Inc. regulatory assets, securiization,
Stranded Cost lssues) Stett regulatory mitigation.
(Sumabuttal)
1098 97-596 ME Maine Otfica of the Bangor Hydro- Restructuring, unbundling, stranded
Public Advocate Electric Co. costs, TAD revenwe requirements.
008 93550 GA Geongia Public Servics Georgla Power Co. Affitale transactions.
Commission Adversary Sialf
1098 U-17735 LA Lowisiana Public Cejun Electric G&T cooperative ratemaking
Servics Cormmission Powes Cooperative policy, other revenue requirement
St issues,
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1198 uv.z3er LA Louisiana Public SWEPCO, CSW and Menger poficy, savings sharing
Senice Commission AEP mechenism, affiiate iransaction
Staff condilions.
1298 U738 LA Lowsiana Public Enteryy Gulf Alncation of regutated and
(Direct) Servica Commission Statas, inc. nonrequlated costs, tax issues,
Staff and ather revanua requiement
ISU88.
1298 ¢a577 ME Maine Office of Maine Public Restnctusing, unbundfing,
Public Advocate Service Co. stranded cost, TED revenue
requirements.
189 981007 cT Connecficat Industrial Unifad urringting Siranded costs, invastment iax
Energy Consumers Co. crachis, accumulaiad defened
income taxes, excess dafamat
income taxes.
399 L2335 LA Louisiana Pubic Entergy Gulf Allocation of regulated and
(Surrebuital) Servica Commission States, Inc. nomegulated costs, tax issues,
Stalt and ofher revanue requirement
tsgues.
Kli I RV KY Kentuciy Industrial Lovisville Gas Revanue requirements, aliemalive
Utility Customers, inc. and Electric Co. forms of reguiation.
39 9842 KY Kentucky Industrial Kantucky Utfites Revenue requioments, alemative
Utility Customats, Ing. Co. ferms of regulztion.
398 99082 KY Kentusiy industrial Louisville Gas Revenue requirements.
Uity Custormers, inc. and Electric Co.
398 00083 KY Kentucky Industrial Kentucky Utiiies ~ Revenue requirsmants.
Utility Cuglomers, Inc. Co.
493  U-23358 LA Louisiana Public Ertorgy Guif Aliocstion of regulatad and
{(Supplernental Sarvice Commission Siales, fnc. nonreguiated costs, tax issuas,
Surrebultal) Staff and other revenus raquirement
7
49 990304 cr Connecticut Induskial United Jikaminating Regulatory assels and Sabilfies,
Enengy Consumers Co. siranded costs, necovery
machanisms,
499 990205 CT Connectieut induskial Connectiout Light Regulatoty assets and Hiabiliios
Utifty Customars and Powar Co. stranded cosls, racovery
machanisms.
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Date Case Jurlsdict Party Litility Subject
599 9842 KY Kenlucky Industrial Louswille Gas Revenu raquitemnents.
93062 Utility Custormers, Inc. and Electric Co,
(Addifional Direct)
589 98474 KY Kentucky Industidl Kenlucky Ulliiies Revenue requiremants.
99-083 Litiity Customexs, Inc. Co.
{Adgitional
Direct)
599 98426 Ky Kentucky inchustrial Louisville Gas Alamative requiation,
98474 Uthity Customers, inc. and Electric Co. and
{Response to Kenfucky Ulties Co.
Amanded Applicetions)
6/99 97-506 ME Malne Office of Bangor Hydro- Request for accounting
Public Advocale Elaciric Co. order regarding sleckric
Industry resuciuring costs.
689 U-23358 LA Louigiana Public Entergy Gulf Affiiate trangactions,
Public Service Comm. States, Inc. cost alocations.
M .
e 990335 cT Connecticut United Uiuminating Stranded costs, reguistory
Indstrial Energy Ca. assets, tax effecks of
Cansumerns easel divostiure.
788 U337 LA Louisiana Public Soulfweestem Elechic Merger Ssttiement and
Sarvics Commission Power Co., Cantral Stipulation.
Starff and South West Corp,
and American Electiie
Power Co
7189 97-59% ME Maine Office of Bangor Hydro- Restruchsting, unbunding, stranded
Sumebuttal Public Advocale Electric Ca. cnst, TRD revenue requirements.
9 880452 wv West Virginia Energy Monangahela Powar, Regulatory assets and
EGl Users Group Polormac Edison, liabiities.
Appaiachien Fower,
Whesling Power
459 38577 ME faine Ofice of - Maine Public Resiucturing, unbundfing,
Surrebutial Public Advocate Service Co, stranded costs, TAD revenue
reqiraments.
8495 £9-426 KY Kentucky incdustrial Louisville Gas and Revenus requirements.
99082 Utiity Custorners, Inc. Electric Co.
Rebuttal
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899 98474 KY Kettucky Incushial Kantucky Usities Co, Revenue requirements.
98083 Utility Customers, Inc.
Rebulta)
99 9g-0452 wy Wl Visginia Energy Monongahela Power, Regulatory assets and
EG Usars Group Potomar Edison, liahilies,
Rebuttal Appalachian Power,
Wheeling Power
1088 U-24182 LA Louisiana Public Entsrgy Gulf Allocation of reguiated and
Diract Service Comemission Stalas, Inc. nonfagulated costs, affiiate
Staff transactions, tax issues,
and cther revenua requirerment
wsues.
1188 21577 ™ DattasFLWorth XU Electric Restructuting, stranded
Hospital Council and costs, taxgs, securitization,
Coalition of Indapendent
Collages and Universities
185 U-2335 LA Louisiana Public Entergy Gulf Senvice company affiiale
Sumebuttal Service Commission Stales, Inc. #ransaction costs.,
Affliate Staff
Transactions Review
04l SRA2ELETRCH Greatar Cleveland First Energy (Cleveland Hislorical rewiew, siranded costs,
DOI21.ELATA Growth Assaciation Eloctric tiuminating, reguisiary assels, fiabiiies.
SO1214EL-AAM Toledo Edison)
Moo u24182 LA Louisiana Public Entergy Guif Allocation of reguizted and
Sumeburtal Servica Commission Stales, Inc. nonreguiated costs, affiiate
Staff fransactions, tax issues,
andd other ravenua requirement
issues.
0500 2000-107 KY Kenlucky Industrial Kentucky Power Co. ECR surchaema noll-in 1o bas rates.
Utility Custarness, Inc.
0s/00  U-24182 LA Leuisiana Pyblic Entexgy Guif Affiiate expense
Suppismental Direct Service Commission States, inc, proforma aclustments,
Staff
0500  A-110550F0147 PA Phitarelphle Area PECO Energy Merger batwean PECO and Unicom.
Industial Energy
Usars Group
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Date Case Jurisdict Party thility Subject
on0 22344 . The Cattas-Fort Worh Statewide Generic Escalation of &M expenses for
Hospital Councd and The Proceeding unbundiad TED revenue requirements
Coaltion ¢f Independant in projected test year,
Colleges and Universities
0500 99-1658- OH AK Stesl Comp. Cincinnali Gas & Electic Co.  Regulsiory transition costs, including
ELETP reguisicry assels and lisbillies, SFAS
108, ADIT, EDIT, ITC,
07100 U-21453 LA Louisiana Public SWEPCO Stranded costs, regulatory sssels
. Service Commission and liabiifies.
0800 U208 LA Louisiana Publc CLECO Affikas yansaclon pricing ratemeking
Service Comenission princigles, subsidization of nonrequlated
Slaff sffllates, ralernaking adjustments.
10100 PUC 22350 TX The Dallas-Ft. Worth THXU Electric Co. Restructuring, T&D nevenue
SCAH 473001015 Haspital Councl and requirerents, mifigation,
The Coslition of reguialory essels and Sabilites.
independent Colleges
And Universities
000 RO0974104  PA Duguesne Industrial Duquesne Light Co. Final accounting for strendad
Affidavil Inlervencrs costs, including fraatment of
auttion peoceads, 1es, capital
100 POOOO1BIT  PA Metropoitan Edison Metrapolitan Edison Co. Final accounting for slranded costs,
R-00974008 Industiat Users Group Pennsylvania Electric Co. including treatment of auction proceeds,
P-00001838 Penelec Industriad taxes, reguiatory assets ard
R{0974009 Customer Allianca liabililies, fransaction cosls.
1200 U-21453, LA Louisiana Pubiic SWEPCD Siranded costs, rogulatory assels.
U-20425, U-22082 Servica Commission
{Subdocket C} Staff
Surebuttal
Cim (-24993 LA Louisiana Public Entergy Gui Allocation of regulafed and
Diract Servica Commission States, Inc. nonraguiaied costs, tax issues,
Staff and other revenue requirement

Issues,
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01 U-21453, LA Louisiana Public Entergy Gutf Inchesiry restructuring, business
{-20925, U-22002 Service Commission Sizies, Inc. separation plan, organization
{Subdocket B) Slaft siucis, hold harmiess
Surrebutial condiions, fnancing.
0401 CaseNo, KY Kentucky Industrial Loulsvile Gas Recovery of environmental cosls,
2000-388 Utikty Custiomers, Inc. & Ekectiic Co. surcharge mechahisr,
01 CaseNo. KY Kentucky industrial Kentucky Recowery of srwironmanta! costs,
2000438 Uiitity Customers, Inc. Utiktlas Co. srcharge mechanism.
02 A-11D300FO0RS PA Mat-Ed Industrial GPU, Inc. Marger, savings, retiabiliy.
A-110400F 0040 Users Groun FirstEnemy Gorp/
Penelec Indusrial
Customer Aliance
0¥)1  POO01860 PA Met-Ed Indusiriat Metropolitan Edison Recovary of costs due fo
P-H0001861 Users Group Co. and Pennsylvania provider of fast resort abligation.
Peneler Indusiriel Eleckic Co,
Customer Aliance
0401 U-2148), LA Louisiana Public Entergy GUF Businass separation plan:
U-20025, Publi; Service Como States, Inc. sattiement agreement on overall plan
U-22082 Staff structure.
{Subdocka! B)
Settiement Term Sheet
04/ U-21453, LA Louisiana Public Entergy Gulf Business separation plam:
U-20925, Publkc Service Comm. Stales, inc, agreements, hokd hanmiess conditions,
U-22092 Stk separations methodology.
(Subdacket B)
Contested Issues
0501 U-2145, LA Louisfana Public Entorgy Gulf Businags separation plan:
U-20525, Public Service Comm. States, Inc. agreements, hold harmiless tondifions,
4-22092 Stafl Separations mathodolkogy.
(Subdocket B)
Contested kssues
Transmigsion anvd Distribution
Rebuital
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or U-21453, LA Loulsiana Public Entergy Gulf Business separation plan: satiement
U-20925, Publc Service Comm, States, Inc. agreament on TAD issues, agreements
U-22092 Staff necessary b implement T&D seperations,
Subdocket bold hammizss conditions, separations
Transmission and Digtribution Term Sheet methodolagy.
1001 140000 GA Georgia Public Georgla Power Company  Revenue requiements, Rate Plan, fuel
Senvice Commission clause reeovery.
Adversaly Staft
Hoi ey GA Georgia Pubiic Allanta Gas Light Co. Revenue requiraments, revenue foracast,
Diract Sapvice Commission &M expersa, depraciation, plont additions,
Panel with Adversary Staff cash working capitel.
Bolin Killings
1M1 U-26687 LA Lovisiana Pyblic Entergy Guif Sates, Inc.  Revenus rafuiraments, capital stuciura,
Diract Service Commission aliocation of requisted end nonteguisted costs,
Staff River Band uprate.
g2 252% ™ Dakas Ft-Work Hospital TX Electic Stipulation. Regulstory assels,
Coungll & the Coaliion of sacuritization Sinancing.
indepandent Colleges & Univarsities
02102 U-25667 LA Lovsistana Public Entergy Guif Staies, Inc.  Revenue requiremens, comorate frenchise
Surebutial Senvice Commission tax, convarsion to LLC, River Bond uprate.
Staff
0anz 14311 GA Georgle Public Atiaria Gas Light Co. Revenue requirements, eamings sharing
Rebuttal Sarvice Commission pian, servioe quality standands.
Panel with Adversgry Staff
Eolin Kiflings
g2 131U Ga Georgia Public Atianta Gas Light Co. Revenue requiremants, ravenue fcecast,
Rebuttal Service Commission Q&M expense, depreciation, plant additions,
Penel with Advarsary Staff cash warking capital
Michella L. Thebert
0302 014aE) FL Seuth Flafida Hospitad Florida Power & Light Co.  Revenue nequiremants. Nuciear
and Heallhcare Assoc, lifie extansion, storm damage acoualks
and resarve, capital sbucturs, O&M expense.
04/02  U-25887 La Loustana Public Entergy Guf Stetes, Inc.  Revenue requirements, corporate franchise
(Supplemental Surrebutial) Sarvice Commission lax, oonversion to LLC, River Bend uprate.
D4f02  U-21453, U-20925 Loyisiana Public SWEPCO Business separation pian, TAD Tarm Shest,
and U-22092 Service Commission separations methodclogies, hold hanmless
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{Subdocket C) Slaff condiions,
0sl2 EL&1- FERC Lonsisiana Public Entesgy Services, Inc. System Agreement, producion cost
883-000 Service Commission and The Enlergy Opesating  equalization, tarifs,
Companies
08102 125888 LA Lauisiana Public Entergy Gu¥ Siafes, Int. System Agreement, produdion cos!
Service Comemission and Entergy Louigiana, Inc.  disparities, pradarce.
Staft
0402 200200224 Ky Kentucky Indusirial Kentucky Utiities Co. Line iosses and fued clause recovery
W0LL0225 Hilties Cusiomers, Inc, Loulsville Gas & Electric Co. associated with off-system sales,
1102 00200146 KY Kentucky Industiel Kantucky Utiities Co. Environmental complianca costs and
200200147 Utiities Cuslomers, lnc. Louigvilla Gas & Eleciic Co. surcharge recovery.
0103 200200188 KY Kentucky Induskial Kentucky Power Co. Erwironmenial compliance costs and
Utilities Custorners, inc. surchange recavery.
03 200200429 Ky Kentucky indusinial Kenucky Utilities Co. Extansion of manger stinredt,
2002-00430 Uity Custorners, Ing. Louisvile Gas & Eleciic Co.  flaws in Companies’ shudies.
0403 U-25527 LA Loutslana Puthc Entergy Gulf States, Inc. Revenue nequirements, corporate
Service Commission franchiee iax, conversion to LLC,
Staff Capilal struchire, post fast year
Adiusiments.
0603  ELDI- FERC Louisiana Public Entergy Services, Inc. System Agreement, production cost
88000 Service Commission and the Enlorgy Operating  equalization, tariffs.
0603 200300068  KY Kenucky Industial Kentucky {iilities Co. Environmental cost recovery,
Utikty Customers correction of basa rate emar.
11103 ERO3-753.000 FERC Louisiana Public Entergy Senvices, lnc. Unit power pirchases and sale
Service Convmission and the Entngy Operating cost-basad teril pursuont to System
Companies Agrsement.
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1103 ER(3-533-000, FERC Louisiana Public Entergy Servicas, Inc., Unit power purchasa and gale
ER03-583-001, ang Servica Commission the Entergy Opevating agreements, contraciual provisions,
ER03-583-002 Companies, EWO Markat-  projected costs, levelized rates, and

Ing. LP. and Entergy formula redes.

ERO3-681-000, Power, Inc.

ER03-681-001

ERO3-6824000,

ER03-582001, and

ER03-682-002

ERQ3-744.000,

ERO3-744-001

(Consglidated)

1203 U-26537 LA Louisiana Public Entergy Gulf States. Inc. Revenue requirsments, corporate
Surrebuttal Sarvioa Commission franchise lax, conversion fo LLC,

Staff Capllal structure, post test year
adjusiments.

1203 20030334 Ky Kentucky Industrial Kentudky Utlifes Co. Earnings Sharing Machanism.
20030335 Utility Cuslorners, Inc. Louisville Gas & Electric Co.

1203 U2M36 LA Louisiana Public Entergy Louisianz, Inc. Purchased power confracts

Serce Commission bedwesn affiliates, lerms and
Staff condifions.

0304 U-265%7 LA Loulsiana Public Entergy Guif States, Inc. Revenue requiremenis, corporate
Supplemental Service Commission franchise tax, comvergion 10 LLC,
Surrehuttal Skt capital struclure, post test year

atfiusiments.

0304 200300433 Ky Kantusky industrial Lousvile Gas & Electic Co.  Revenue reguiraments, depreciation rales,

Uity Customess, Inc. QBM expense, deforrals and amorization,
surcredit, VDT surcredt,

0304 200300434 Ky Kentucky Industrial Kenlucky Utiitias Co. Revenue requirsments, depreciation rates,

UBility Cugtormers, Inc. O8M expense, defosrals and amortization,
eamings sharing mechanism, marger
surcradit, VO T surcredit.

0304  SOAHDockel TX Cities Served by Texss- Texas-New Mexico Stranded costs trug-up, ncluding
47304.2459, New Mexico Power Co. Power Ca. including valuation issues.

PUC Docket ITC, ADIT, excess eamings.
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29208
0504  D4-169- OH Ohio Enery Group, inc. Columbus Southem Power  Rate stabilization plan, defarrals, T&D
ELANC Cn. & Ohio Power Ca. rale Increasas, samings.
06104 SOAH Docket  TX Housten Councd for CenlerPoint Skanded costs ue-un, inchiding
473044555 Health and Education Ensrgy Houston Eleciic valualion issues, ITC, EDIT, excess
PUC Docket mitigation credits, capacity auction
20526 frus-up revenmues, interest,
0804  SOAHDocket TX Houstan Council for CantarPoint Inlgrest an siranded oost pursuant to
473044556 Heaith amd Education Enery Houston Elechic Tenas Suprere Court remand,
PUC Docket
29526
{Suppl Girect)
0904  DockeiMo. LA Lovisiana Public SWEPCO Fuel end purchased power gxpenses
u-233z7 Service Commission reooverable through fued adjustment clawse,
Subdocket B Staff Urading activiies, compliance with tenms. of
various LPSC Orders.
004  DocketNa. LA Lauisiana Publi: SWEPCO Revenue raquiemerns.
U237 Senvica Commission
Subdocksat A Steff
1204 CaseNo. KY Gallatin Steel Co, Eaat Kentucky Power Erwirgnmental cost recovery, quakified
200400321 Cooperative, lnc., <osts, TIER requirements, cost allocalion.
Case Na. Big Sandy Recc, elal,
2004-00372
0105 30485 TX Houson Council for CenterPaint Energy Sirandsd oost bue-up inchding regulatary
Haaith and Education Houston Elkeciic, LLC Cenlral Co. assats and liabiities, ITC, EDIT,
capasity auction, proveeds, excess miligation
credifs, relrospeciive and prospective ADIT.
0205 18838V GA Georgia Public Atlanta Gas Light Co. Revenue requiramants.
Servica Commission
Adversary Staff
D205 13638 GA Georgia Public Atianta Gas Light Co. Comprehansive rala plan,
Panal with Sewvics Commission pipeling replacemend program
Tony Wackerly Adversary Siaff surcharge, performance based ratg pian.
02106  18638U GA Georgia Public Aflarda Gas Light Co. Enargy conservation, economic
Parel with Senvice Commission : devaloprenl, and tarfl issyes.
Michelie Thebert Advarsary Staff
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0305  CaseNo. KY Kentucky industrial Kentucky Utiies Co. Environmental coat recovery, Jobs
. 200400428 Unlity Customers, Ing. Louisvie Gas & Electric Creation Act of 2004 and § 128 deducion,
Case No. greess common aquity ralio, defarral and
200400421 amonization of nonecunring JBM expease.
06/05 2005000688  KY Kenbcky Incustrial Kerducky Power Ca, Environmental cost recovery, Jobs
Lifilty Gustorers, Ing, ‘ Creation Act of 2004 and §198 deduction,
mangins on allowanoss used for AEP
systom sales,
06105 050045l FL South Forida Hospital Flonda Power & Storm damage expenss and reserve,
and Heallthcare Assoc, Light Co. RTO costs, OBM expense projactions,
setum on aquity performanca incantive,
ieh celoch phase
post-test yaar ate increass.
085 31056 T Alliance for Valiey AEP Tenas Stranded cost frua-up including reguiatory
Healthcars Cantral Co assets and Gabifies, ITC, EDI, capacity
auclion, proceeds, excess miligation cradits,
retrospective and prospeciive ADIT,
0905 202984 GA Georgia Public Atmos Eneegy Corp. Ravenue requirements, rol-in af
Servica Commission surcharges, cost recovery through surchemge,
Adversary Staff reporiing requiremants.
08105 20298 Ga Georgia Publlic. Atmos Encegy Corp. Affiate transactions, cost alocefions,
Parel with Service Commisslon capitalization, costof debt
Vicioria Taylor Adversary Staff
1005 0442 DE Delaware Pubiic Service Artesian Watsr Co. Allocation of tew nel operaling losses
Commission Stalf batween requiatsd and unrequiated.
1105 200500351 KY Hentucky Industrial ity Kentucky Utitties Co. Wordorcs Separation Program cast
200500352 Cuslomers, nc. Louisvitle Gas and recovery and shared savings through
Eiectric Co. VDT surcredit
01006 200500341  KY Kentucky Indusirial Kentucky Power Co. System Sales Clause Rider, Environmental
Utifity Cuslomers, Ing. Cosi Recovery Rider. Nat Congastion Rider,
Storm damage, vegetation managernent
program, deprecielion, off-system seles,
maintenance nommalization, pension and
OPEB.
Q306 31994 ™ Cities Texas-New Mexico Stranded cost recovery thiough
0506 31004 Power Co. competiion transibion o change.
Supplemenial Refrospactive ADFIT, prospective
ADFIT.

L. KENNEDY AND ASSOCIATES. INC.



Page 27 of 31

Expeort Testimony Appearances
of
Lane Kollen
As of September 2008
Date Case Jjurisdict, Party Utility Subject
0306 U-21453, LA Loyisiana Public Entergy Guil States, inc, Jurisdictionat separalion plar.
U-20925, Service Commission
U-22087 Staff
306 NOPRReg RS Aliancs for Valley AEP Tenas Certral Propased Regulations aflecting flow-
104385.0R Heaith Care and Houston Company and CenlerPioint  through b reapeayers of excess
Council for Haaith Education Enengy Houston defemed incorme iaxes and invesiment
Electric Tax credits on genaration plant that
15 sokd or deregulatad.
408 U-25118 LA Lovislana Public Enlefyy Lovisiana, Int. Z002-2004 Audit of Fuel Adjustmant
Service Commission Clause Fiings. Afflliate transaclons.
Staff
076 RO0061365, PA Med-Ed Ind. Lisers Group Matropoiitan Edison Co. Recovexy of NUG-releled strandad
Etd Penagyvania lnd. Pennsylvania Eleciric Co. csls, govemement mandaled programs
Cuslomer Allance ©osts, stom damage costs,
07 N6 U-233z27 LA Lovisiana Pubbic Southwestem Ravenue requiraments, formula
Service Commission Electric Power Co. rela plan, banking proposal.
Slaft
e U-214m, LA Louislana Pubfc Enlergy Guif Jurisdicional separation plan.
U-20925 Senvice Comenission States, Inc.
U-22092 Staff
(Subdocket J)
106 05CVHO33375 OH Verious Texing Authoriies State of Chio Depariment Accounting for nuciear fust
Franklin Counly {Non-Utility Proceeding) of Revenua assemblies es manufaclured
Cour Atidavit equipMent and capilaized plant
1206  U-23377 LA Louisiana Putlic Sauttwastern Electic Revenue requirements, formula
Subdocket A Service Commission Power Co. rate plan, banking proposal,
Reply Tegtimony Staft
07 UZTBE LA Loulsiana Putkic Enlorgy Guf Stakes, Inc,  Jurisdiclonal allocafion of Enliergy
Service Commission Entergy Loulsiang, LLC System Agreement equakzation
Staff remedy fecelpls.

307 33309 > Citias AEP Texgs Central Co, Revenus requirements, including
fractionalization of trensmission and
distribation costs.

w@o7r 3330 TX Cities AEP Texas Norih Co. Revenus requirements, including
fractionalization of trangmission and
distribution costs.
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Date Case Jurisdict. Party Utllity Subject
007 WOG00472 RY * ¥enlucky industrial East Kantucky Interim rale incraase, RUS loan
Utilty Customers, Inc. Power Cooperative covenants, credi facilily
037 U-29157 LA Lovisiana Pubic Cleco Power, LLC Permanent (Phase I} stoim
Servica Commission damage cost recovery.
Steff
0407  U-29784 LA Louisiana Public Entergy Gulf Stales, Inc. Jursdichional atocstion of Eniesgy
Supplermental Service Commission Entergy Loutsiang, LLG System Agrasment equalization
And Sia¥ remady raceipts,
Rebutial
0407  ERC7-682.000 FERC Louisiana Public Entargy Sevvices, ing. Allocaion of intangible and genersl
Affidavit Senvica Commission and the Enlergy Operating plant and ARG expenses o
Companies production and stale income tax
affects on equalization remedy
faceipls
0407  ERO7-684000 FERC Louisiana Public Enlemy Services, Inc. Fuel hedging costs and compliance
Afficavit Servica Commission and the Entesgy Operaling with FERC USOA.
Companies
0507  ER07-682-000 FERC Louisiana Public Entergy Servicas, InG. Alacation of intangible and general
Affidanit Service Commission and the Entergy Operating plant and A&G expenses to
Companies production and acoount 924
affects on MSS-3 equalization remady
payments and receips.
DEMO7 129754 LA Louisiang Public Entergy Loutsians, LLC Show cause for viclating LPEC
Service Commission Entergy Gui States, Inc. Ondar on el hedging costs.
Stafl
0707 200600472 KY Kentucky Industrial Utility East Kantucky Power Ravenue requizements, post tasl yeer
Customers, Inc. Coopemiiva adjusiments, TIER, surcharge revanues
and ocosts, Inancial need.
4707 ER07-956-000 FERC Louisiana Public Entergy Services, Inc. Storn damage costs relatad to Hurricares
Affidavit Service Commission Katrina and Rita and affects of MSS-)
equetization payments and receipts.
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Expert Testimony Appearances
of
Lana Kollan
As of September 2008
Date Case Jurlsdict Party Utility Subject
1007 05UR103 Wi Wisconsin Industrial Wisconsin Efectric Power  Revenus requiremenis, carrying charges
Divect Energy Group Company on CWIP, emartizaion and retum on
Wisconsin Gas, LLC reguiatory assels, working capital, incanlive
compensation, use of rate base In ieu of
capitalizaion, quantification and use of
Poirt Beath sale proceeds.
1067 05UR103 W Wisoonsin Indusirial Wisconsin Elecric Power  Revenue requirements, cammying chames
Surrebuttal Energy Group Company an CWIP, amortization and refurn on
Wisconsin Gas. LLC regulatory assets, working caplial, incentive
compansgion, use of rate base in ey of
capitalization, quantification and usa of
Point Beach sala procaads.
10,07 25080-U GA Georgla Public Service Georgia Power Company  Afiillata costs, incantive compensation,
Direct Commission Public consoiidatad income taxes, §199 daduction.
Interest Adversary Staff
1107 06-033-ECN Wy West Vinginia Energy Users Appalachian Power Company 1GCC surcharge during consiruction period
Direct Group and posl-in-servica dele.
1107 ER07-8B2-000 FERG Louisiana Public Service Entergy Services, Inc. Functionalization and aliecation of
Direct Commission and the Entergy Oparating  infangibie and general plant and ARG
Campanies Sxpenses.
M3  ER07-682000 FERC Loulsiana Public Service Entergy Services, Inc. Fuctionalization and aflocation of
Cross Answaring Commission and the Entorgy Operating  infangible and general plant and ARG
Companias axpenses.
owg  G7-551-EL-ARR OH Chio Enengy Group, Inc. Qtiio Edison Company, Revanue Raquitements.
Direct Cleveland Electric
Wurminating Compary,
Toledo Edison Company
0208  ER07-956-000 FERC Lovisiana Public Service Enfergy Services, Inc., Funetionalization of expenses in acopunt
Direct Commission and the Entergy Opevating  923; storm damaga expense and actounts
Companies 924, 2281, 162.3, 254 and 407.3; fax NOL

carrybacks in account 185 and 236; ADIT;
nuclear service ilves and effect on
depreciation and decommissioning.
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Expert Testimony Appearances
of
Lane Kollan
‘ As of September 2008
| Date Case Jurisdict. Party Utility Subject
0308  ER07-856-000 FERC Louisiana Public Service Entergy Services, Inc. Functionalization of expenses in account
Cross-Answering Commission and the Endergy Operating  923; siom damege expanss and acomunts
Companias 824, 226.1, 1B2.3, 254 and 407.3; fax NOL
carrybacks In account 165 and 236; ADIT;
nuclear service lives and eflect an
depreciation and decommissioning,
OM08 200700562  KY Kentucky Industrial Utéity Kentucky Utiities Co. Merger surcredit.
And 200700563 Customers, Inc. Lovisvilla Gas and
lactric Co.
0408 25837 GA Georgia Public Service SCANA Eneryy Rule Nisi complaint,
Direct Commission Staff Marketing, Inc.
Panel with
Thomas K. Bond,
Cynthia Johnson,
Michelte Thebert
0508 28837 GA Georgia Pubic Service SCANA Energy Rule Nisi complaini.
Rebutial Commission Staff Marketing, Inc.
Panel with
| Thomas K, Bond,
| Cynthia Johnson,
‘ Michele Thebert
0508 26837 GA Georgia Public Servica SCANA Energy Rule Nisi complaint.
Supplemental Commission Staff Merksting, Inc.
Rebuttal
Panel with
Thomas K. Bond,
| Cynthia Johnson,
Michelle Thebert
| 603 200800115  KY Kantucky ndustrial Uility East Kentucky Power Emvironmental surcharge recoverios,
‘ Customers, Inc. Coaperative, Inc. Inc! costs recovered in existing rates, TIER
0708 27483 GA Georgia Public: Service Almos Energy Com. Revenue raquitements, incl projected test
Direct Commission Public year rate base and expenses.
Intarest Advocacy Stafl
708 27163 GA Georgia Public Service Almos Energy Corp. Affiiata iransactions and diviskon cost
Panel with Commission Public afipcations, capital stucture, cost of debt.
Victoria Taylor Intarast Advocacy Stafl
0308  6680-CE-17T0 W Wisconsin Industial Enatgy ~ Wisconsin Power and Nelson Dewey 3 or Colombia 3 fixed
Divect Group, Inc. Light Company financlal parameters.

L. KENNEDY AND ASSOCTATES. INC.



Page 31 of31

Expert Testimony Appearances
of
Lane Kollen
As of Spptember 2(H)8
Date Case Jurisdict, Party Utility Subjoct
008  EBGBO-UR-116 Wi Wisconsin Industrial Energy ~ Wisconsin Powes and CWIR in rate base, labor expenses, pension
Direcl Group, inc. Light Company expense, financing, capital shuchre,
decoupiing,
08/08  BBAO-UR-118 Wi Wisconsin Industrial Enerpy Wisconsin Powes and Capital structure,
Rebuttal Group, Inc. Light Company
0908  G590-UR118 Wi Wistonsin industrial Energy Wisconsin Public Service  Prudenoe of Weston 3 outege, incantive
Direct Group, Inc. Com. compensation, Crane Creek Wind Farm
incremental revenue requirement, capity
structura,
0908  665C-UR-112 W Wisconsin Industrial Energy ~ Wisconsin Public Service  Prudence of Wesion 3 outage, Section 108
Surebuttal Group, inc. Corp. deduction,
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EXHIBIT ___ (LK-8)




Analysis of Market-Rate Offer Prices

Revised to MISO Forward Prices on Septembar 19, 2008

Forecast Load {(MWh)
Direct Costs {$MWh)
Round the Clock Energy Price
Locational Adjustment
Load Shaping
Capacity Price
Transmission and Ancillary Servicas
Distribution Losses
Total Direct Cost per MWh
Less: Transmission Adjusted for Line Losses
Total Wholesalke Generation Cost per MWh
Margin

Total Price per M\Wh

Exhibit___(LK-8)

Page1of 1

2008 2019 2011
57,202,562 57,112,876 58,233,804
$51.27 $52.56 $53.89
$0.70 $0.70 50.70
$3.89 $3.08 $4.07
$5.89 $5.93 $5.98
$7.50 $7.50 $7.50
$3.10 $3.16 $3.21
$72.34 $73.83 $75.13
7.84 7.84 7.84
$64.50 $65.99 $67.29
17% 29% 40%
$75.47 $84.93 $94.12
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Common Stock Issued
Premium on Capital Stock
Other Paid-In Capital

Less; Capilal Stock Exp
Retained Earnings
Undistributed Sub Eamings
Other Comprehensive Income

Total Common Equity

Net Income - Total Company

Exhibit___(LK-13}

Page 1 of 1
First Energy Companies
2007 Earned Return on Common Equity
Source: Form 1 Pages 112, 114, 115, 117
($000's)
Cleveland
Toledo Chio Electric
Edison Edison filuminating
Company Company Company
147,010 1,218,035 873,536
158,546
14,623 1,476
175,131 242,502 668,175
487 64,775 17,252
{10,6085) 48,3886 {68,128}
485,191 1,576,175 1,489,835
91,239 197,166 276,412
18.80% 12.51% 18.55%

% ROE



