LARGE FILING SEPERATOR SHEET

CASE NUMBER: wseamn
: * 03-2079-EL-AAM
03-2080-EL-ATA

‘ 03-2081-EL-AAM

05-724-EL-UNC
05-725-EL-UNC

FILE DATE: //-/0-¢¥%
SECTION: [ Zoy 17

NUMBER OF PAGES: .2 /o

'DESCRIPTION OF DOCUMENT:



£ioZebed

feuep o) Alreuis

Wd vZ°C POOLISE
1
o
., 29,
Oy, 5 %
o b

(7N

(/4

_ Q;\OQ
% — T — ]

T SO GOR PIT T8 O0EBECIVSTS . SO0 Lo0'ts 00000'E0rS 291289 e
DERLZ OYSE 02 6.2 BrS$ 00 08 0008 0L9 2} o103, uo{a
00°009'SPS 00°008'SY4 00’0 000 00921 " OOWY) Auaduod ABISy3 48 ¢
0e'pL9 0£'828 000 000 o1 o) v 'Bupes| 3 jeudeD ASwud

T5ATg GRS U0 5 DRI T3ERUE Washsl

95°19¢C 54 005 RZL'BTS 0L0Z9 a8’ L8 SO'0LE (LD LS [T Z65'r09 £jmo 1 UoNdA
000 000 o0 {18’10 o) Ol juewsnipy ¢
9c'18¢ 02 168'S9¥" oL 18a'sor’) 000 000 zZl'er sees Sujpal} 5,300 10f USHRIAUSE ISd €
00'00P'SY ooor'sr 000 o0 o09' 3 119N ABug sueman) AuveduwoD Supea) 2 Buneuepy ABieul stueiing, -
00°00F' 208 Co'00p' 204 000 o0e 008’} {3 ABieud rejeepa) 'ou) ABiud sepsopn |
o00e2'ze 00'09Z'2Z 0o'o 000 0zZ0's (F1emod Aojjea YSegEAN) Jomog ARlIBA YseqeAn
00°09L'¥SY 00°092'rS¥ 000 000 ooF'ob (2 52013 BUIBHA) Auediion KMOd PUBR SU130I3 ey ¢
£0'002°08p 00°008'09P 00°0 0o 009's (ov egn Svsan
0o'0z€'s8E 000248557 000 000 £98' (g W ABeuz eliysussl) o {SN) Bunexey ABeu3 eysuerl
00 OPZ'Lsr Qoorz'isr 00D 000 00Z'4 1 { IN2L) “ou) "Bupewsie ABieug leqeoRa), ¢
00 09R'e 00°'0s9's2 0o 000 £90't {3 iy ABieug eyp) Aoyimy ABloug eyl ¢
00'SLE'E8E' ) 00'sireme'L 000 00’0 cov'ec W LdwAl) Kueuiny Aejjes eesseuust
00°059'92 00°055°9Z o000 oo sy (g MBS JeMOd BYEEUD L) 'O SODIAIS IBMO] BYSTURL §
[ rard 00'0PT'T) Qo0 00°0 oz (W 139 o711 Ablul oilmens
00°008'88 00°009'6€ o't 000 03] (AB1eug yoou YAS) T ABUT N20U S |
oov'erl 00" Oro'er Qoo 000 oLL'E (3 PO Nj wenog) AUBdoD SHISe[3 T S1D BUBIDU] Weynog (
o0aLs'Ly 0O9NE I ob'o 000 ELe 1 IS *su) ‘seopueg Ausdwod weyrog ¢
00'098°9T1 00'096'924 00’0 L) woz'e {3 £33 euljosen yog) Auedwoy SO P INONT BUNMIY YOS ¢
00'000°22 00'008'ZZ 00D 000 1.4 (3 ouj ABieuz oees) ou) 'ABisun Josies
ooHon'ss 00°000'98 op'p 00D o08') % S “ou) "sesineg ABlOU7 weiey €

LaINA - 1efe un ann




U786

tejuopyuoD ABimns

£50 £ 9feg A ¥ Wd PZIE POOZISIE
o3 035 0
& 3 ,
OQQ Tby / 255'P09
by n dooy TrzuEr)
w@.u? ucperaucl (09€'55¢'2)
Q) Q%0 980'CE0’E 255'vee

{F'650'266'TS O 660'689'2S 6008 00°000'¢0P$ 681004 PROT 10} SISTYIMNS (4101

80°0 ~ 000 00°'a -
ora oa 000 uoieieuss (5o
104 WInY SBjSURL] ]
oY'e60'Z66'2 ob'8E0'6RS"2 000 00'000'e0r 6eL'90b saseydingd Anop (20
0E'8LD S.me 080 000 . 01 SISVYDING 13jsues) Sunoy o]
0cel9 0cal9 000 000 ai Buipauy 1 jeydeD AleurD
WasAS O woly sepsuRi] AUNOH
01'1Z¥'LE6'E 04" LZP'RRE'T 00'0 00'000°E0t 8ZL'901 saseLINg ABnoM po)
O8'VRI'EEL 06°+9Z'eEl 00’0 0G'o L #5¥ Unjedd 03 81 91 [Py
00002 00'002 000 000 z oUI08(] 'F SBS) BURPU| URYINOS
00'00s' ) o0'00s' L 000 000 -1 3 0D $AAS DN RUBIPUY LIBYDON
00°00L' L 0e'ooL' L 000 000 £l SHIS8|T B seD MIIASING]
00002 00°00L 00’0 0o'o L 1B 7 teamog sjodeun)py)
00'003 0000t 00'0 000 1 Ajeu3 Jsisooy
00'002 0o'o0L 000 000 3 doas) semo Ayonuey 1se3
00°00. 00'004 000 000 4 O % Jemog uoeg
oL B0B'RIY 01'goo'st oo'n 0C"000'E0P ose 1201
00°00%'9Z 00'00E'92 000 0c'o €92 T 99 1eMad JUIDRIT UBdeusy
0L'eze'Lir'2 DLg2o Lot e 000 gto'es DIAD
Aoy
00’0 000 00°0 000 SILRYING PIRMIO [TI0L
00'C 000 00'0 0od SISPYLING INO HOOE FUEMIO] 1830)
00'C 000 60’0 UOISS))N uesIpy
000 000 00Q By jomod ABeuAg
£IN0 Koog pressod]
00°0 000 00'0 000 WasAg uUQ TesTYyIing PIEMIO B]O]|

000 - aon'o

SPIEMIOS
Jojsuel} Ausdwosseiuy Buipnisxe peot Jo) SesByung,
TYLOL ADHINT SNOILJOD aNywad SHAMN umcpyEBIq sy} &) Buimeliop oy} aroqe seaod paseysind ey} JO

(R0 1 Lo I TN

efe 1in ann




U787

z)o | sdea

09 Lek
00'd
o
oD
oo
00
w0
'
o0
000
00
[P ]
oo
0’0
oaa
- 1]
wrae
oo

000
oad
ord
000
oo
oa'o
oo
o
ov'e
oy
00'0
o'a
00
NG
960
ac'o
o0
00D
000
oo
000
e
)
oo
w'e
oee
00D
000
000
orp
)
. 00D
L))
oo
aco
(1]
000
o0'a
ocn
(1]
[
[0
1]
oo
060
068
ao'D
00m
[

oo'D

oLISEERY' |
00a

oe
[y
00’00 0L
oO0RL'EZ
oO0RL MY
DO0OR'D0F
OISt
000G e ¢
a3 o ]
00'SL2RITL
00'0SE'I2
oroez i
00'006'8C
WOOHErL
0O'ME Y
0O'008'BZL
DO'000TE
00'000'RS
00'00'YE
0000 IEE
OUORZ'LEN
Xrrir's
0000508
OO 00000
SLTHVIE6T
00'05E'SEL
- -1/]
00'F8L08H
S0'00r'er
o0'Esa'ee
aacz'el
[
05 82e'TL
O 00T 509°Z
0524268
00'ER008
00°000"LRL
aa'0re'es
o0'0eV'R0S
00 00r' 98
ArE'TLZ
on'Sto'E
[
on'eeL'vL
o0'0

05 605" L6%
QO0SY'rL
o000
ogreeL
00'08L LOLE
0000y 598
00 0LF ¥iT
0O'GLE'TRZ
00'000'e
WL eLr
SLMETE
QOITE L
U EZe'vet
oo'e
00'000'99
[ =Y
00'0C0°CH
o5'0e
000
00'00C'25T'8
[ T
09K ALY
00'000'6%

oL

[y
pOOLOBLY
DOSEC'R
DUSLTTI
000%0et
oorr'zL
no'00g’et
DOOSIERL
DOPIE3Y
D0-00N"GE
00°000"2T
00'900'95
000Nyt
00'0ed'at
00'00L'LE}
OC'rZr'e
0o
00'008'08
B¢ POTCLOT
00RSE'SE)

QUss el
ob'oor e
Q0'CSATRI

QUSETCER
¥ eZCLL
00'0I5 LRI
08 CT2INE
[ )
00'00% L0}
aoorg're
O0'OrI'e0S
o"Oor'96
aO'ers T
[Lo3--4ir4
00'009'}
-3 73 1]

05 00T 186
Lo 0

QUSLE'E}
00000
OD'0DF 91
6002 FIE
00'0L2'228
000069
00'¥ST'5H
SURICE
Q0'0TR'P9E
00'E20'088

00'000'eR
wweLs
00'000T)
0%'ot

0'e
00'DOL'MT'Y
0'SEE'a s
00'0SF'E P
o'poR'st

0myS ABsy

LD De

0o
oo
ore
W

w'o
oo
e
oo
o0
ord
oo
oo
ooQ
o
oo
000

oa
ol
o0

-1}
o
000
ooa
o'a
o0a
0og
00
ooa
00’0
w9
oo
g
o0'o
00
no'a
oo'a
o0
o0
oo
000
L)
oo'd
oo
o
e
ood
oo
o0'o
o
L))
000
000
ab'a
oo
wa
L]

oo
000
Lo
00’0
oo
oo
o'
00'0d

PpoD YR

[y Fig-
noa
(-
(3]
o0
o0'e
(1]
[ ]
(]
000
[
oo'n
0o
[-1
00'e
od'o
1]
o0'n
(v} ]
oo'n
oo
aon
o0'e
0o
oo
000
o
o
wo
oo
m'o
0o
L]
oo
oo
wo
00
ow'e
0o
oot
0o
0o'o
o0
000
o0'D
oo
wo
w0
aon
a0t
o0
00
o'
0o |
000
o'
oo'o
wo
0o
w'e
0o
1]
oo'o
wo
(1]
oao
o0’
o0’
oon-
acns

Mo

AL Eerand’t
[ )

ol
00'DOF'SF
00-por' L0t
00T ZE
000N PSY
00" 000'00r
on'ic'sEE
bO'H0b'SE Y
QO'GEE'D
QO'ELT RS
oseR
[ -1
[
oO'orR'CrL
VO'ELE 1Y
o0'0He'9L1
000003
0000095
00'D0R'r
00'Co% 9N
00'COL' 121
00'K2F'S
0000009
O BOR'0E
oy POR'CZ0T
Q0'DsT eaL
0o'p
DO'SEL 08t
00'DO¥'ST
on'cea'chs
[ 1)
00'5C0'0e%
[ [ 1)
DO'CZE'ENL'Y
08'tTLTAe
00'598'0L
DO'008 204
00 0re're
00 09e0S
00'DOF 98
o' oKLz
O0'SZ0'2
Qo'
0L
oo
09'909' L83
0osr'es
000
00'G2T A8
00'0%L'LOL'T
0000k SR L
[+ g4 g Fi
00020
o0 0's
o' rER'st
BLPILTE
Of'QLR'¥It
o L29eet
oo
0000098
WESL'SE
000001
05 10T

[ 1]

o0 00F'BSE'D
0T
oo 0sr'str
00'00'es

Mnti) M t80g

e ¥LIC POORRIE

e

[+
4]
T
w0
o'n
oon
poe
0
v
oot

tod
cao
oo
W
Lo
000
oo
oe'n
[ ]]
[ 4]
00’0
o't
o
[
w't
00
[z 47]
foe
e
et
e
oo'n
0O 0R9 1 Z0'S
oo
e
oo
002
000
o6'a
o
o'

o0
[ 4]
mqa
000
ond
an'a
wa
0a'a
o'a
waq

00'Quo'E0r
on'a
g
a0
900
[+ 3]
e
o0
oo
oo
o
o
000
00'0os

LU

$333335353335333333828823233538338s

[ 1255
i

V.4
"ok
ER0'L
wr's
o0r'2

-3

. s

Sor'ieL
'
oss'oL

Mo KBS

8 COTO dLID i anes DUl ooy 5D 01 VR Tt Rd

OV Thid J0d sage oD 0f b et OF PN IRd

TS O ST PENPIEg Sl LD PReR 18d

(v AN DUl ALALOD MO LB

(3 KB e Ouy Adses3 JRaAN

(200G ABIEA UBSTEAL) Jmog A Bgmp s eqesN

{3 M poeg SaBAn) Ausdiung sy pu SpEGE SRiliA

o 28N o 8N

13 8 AU ByIURIL 2 LS Bubuminy SDueu3 ayeulL

(M IMELL "t "Bugsep) KBiarg maepas)

G ey Amuy sy} Aoty Aisug syl

4 LawAL) FRAnY ABGRA SSRSSNSL

13 ANS J0NDE BIIEUSL) 0O MIHANE SO BSHALL

[CRESE AR R

(Aeug 3ooy WOg) 9711 ASHe ool dg

12 370 N Wapnog] Aueduo) HN3e(3 B L IIFRU| WIS

UV AMAST U BEAE AUSLOD Wanog

(3 DY MR IOS) Ao SR § SN IURIED NS

o (3 ong sy omperg) ‘ouy fRaug paig
4 SN o Sedpieg FEHGE NEKY
tw owaw) uopiodia s Bupmuiyy A #oouiey
— 12 Spauty Bupiiy Ik} DU DO Bubta) MY
Ll (3 02 92 AME DI9nd) SPIIOD I KUMOD K0S JHNd
mm\ | g {3 0P B8004) AN ALiou3 $50USUG 80D 'OU IIUSA, MsBCY
o i @4138d) D11 %001 § sesunossy (wuz §35d
) R.. {9 03 A3 Yo d) ) 900 g KB Y
(R (3 48 M¥0d TIAC) CUPPRES oy apandio 3 AemA BN
o 1l (2 I S UHNOK) 02 HA0G EHIRIS WHBON
0 UOBSLUBLR SURSIOT WO SN SIREN WHGION
-t w e Feasgl I} Kumnscr?) $0peg BAGNY BUTIRU) WONLON
< () (3 g uaiow) oul Bvoves w0 depmng uedioy
“ 1N VD "1 " Sunmumiy AEAUZ eRaLeury Junay
A % T (EHO HOMYRE) 8 L0 - WO 'uouege)
T {3 roao Y nwatt
O (2 Ppyy ABaro@ D300 "2 Bupeaw A3 3909
] (2 AURBWAZ @ UON P} KB i Uosy P
L (3 NEMAd SEERREY) Ausdun] M) § ey sxdeuspy)
= (3 9wy Swy seacy) -y 'oay Bratry SepsooM
(@] (3 Feop iy 109 Wopwes Moy
') (B SOUBRLISUEUOIIE) DT AUAISD VRIS LOWKD
18 Sel), wENBSuR} Loy Dol vsnibinn
(3 U Py ot 12) o] AT e ety
(2 )4 wopms p uospcl) 0w Dt ¥ Buibiity uossyy ucepg
{98 MaDdia) "ou| "sANRIBdon]) Jamny Kptnpey Mg
{3 Opgy Jenng ABauin) ou; ity wmig ABSUAT
(@ 20 swndy Q) K0T Jweig BH0G
Ut Dutiesue pus Bupil) A8 B0
(1 RRL3Q) DT Butimg pue Supr Misug mng
(3 00 voup3 yo/ea) (s} Lumcuog woeP3 KO
sumn Auedwd?d) 1307 3 Mg Lojkes
(3 MPIRmmog Lorieg) Ausdwod Wi B Jmay woingd
(% L3910) S ‘Bl B3 310
W dHOD) O T1 ity 00
(3 Abueuz o) "0 ABmiy ]
{3 IO ORMISINICD) O RAROR MOy LIRS RUOD
(A LOND) 2t Addng ABG ARISUD
(23} ‘3U) TUPRYL § RIKED ACD
(M RIS AusowcD By Sisuw) (equel
13 J8 mog 189D) DT mpey Aoy pling
U DINA) 3emog skepng
o auuL) oippy e
{3 Aimug ussnwng) "o Bappeyy AU veseng
(300 pop sanagy B} wORIOLOD SUIAHE LA S8
1/ 19w "3UL 'BAISGED BiroMT Pa|tPatty
(2 pwycsRgy Dy DUl TEOMBS N HMbY
L| LS OLIOY) BIAISE ISR JPNEIT Ul Ekly
(3 ndg DM URIHAUNT VORRIOLIOT BHAME Mg DM URD MUY
{3 daisy uasminy) puadhy s fRi00g usmury
GV BLEY) 277 Rurdun) fiddng A3 Aungely
(1 LOaY) Supeal gy 8P “3ui UL Javod B00NY

TR

aumy fambron

SOOF Anp 0 oL eihI0)
SOERASINS BN PUN DRLINOU S307) ARIREE Jap O UOHIIEILIN)
LodeY ¢ MDY



U278S

zjor stuy

N *EiE MDD [mpapyand) AR

28RS
L)
aZTuse's
LV aT%'S
wist'ol
[ 1% 2033
Tt
[Ta Y
W
(LR 2]

WEr's

SrIsN‘eres

Seteyound R /23 RS0°E 000
L0°L21'006ES oresa'eas'zs 19020 S L8 1 pRe) 10} BRYIING 0.
10°22)'008°C b T AFLL0IC [-% 1% HIONG N0 PO,
ore po't 000 a UopRirUel 14 Loy sapstmay
| XISy P Lx -, 500D a S4B JOSIRLIL Ao R,
or'zee [3-2 [ ol Supmiy e Al
WHISAR N WY Mp L
2PELUEREE ooiyy'ews'z LAty R—.-K__ ssempmy Aoy N9
ISR 218 IS MRS 000 [ *0u wimsg o) a0 9}
g4 0000k e 2 GouE P VD gy
00005 00'00%") o [} 2 bOPaNg SHAR SURPU
o00OL '+ 00004+ 000 i SHEOHI T IO S0
DO o000 (] £ 1T ¥ isnag epodmm
pooot 00001 oo ) By
o0 00L o0'00L 00 i doas MMSg Kesrrpmyy !
0000 gl 000 ] MBI ¥ Hmog USR]
OO PER'RLY DOMEN'SL DD E0e "t
oot o PODE'R [y - ] 63 IR0 R0
SL'IeB'ILET [l §- 11 29'4.00°008 [ ]
o8 gan 5] []
.00 bo'd 0 [] wapady PO Seding PUsaUs § MIOL
0a'0 [T Buppi) 3 pasitns
WeAy DO spmmIoy
| coD 000 (L)) [ wiemig U Sevhlamty (MmO ]
[517) Buppetiy P pgduy SBosul
WeIAg UD RORMID,
A Auecucosay Bupnpxe pac) Ky spemitng
WioL ASMENS N30 S AWOPNSSA AR 01 TUMNOICY $lL BAOGE Mvnod
oy puas
WO o ST [ e LoROe
ora [ ] 1P £O0Z Af U 'saopeg Snsdh Agpuongry Aegup, mawsmain)

00T AP AUSIN00 SO BINQ 1 uomaeusy) Kytypvy KA essssun)

or'tse
Q00w IS

L

o'a oa oL [
o' i3] L. COOZ AN DU BUPRIL § 1ENGRD KB 185 UoMBKISUEL OUNTY SRIEA 4S340UUS), 2
vl 102 000 cHl'y P ZLE'L CORE Anp 00 ALSUZ saunsutD (R UGSSANULL ‘00 $3ANS G SUBIDU waaeN )
[ 4% 1 or'a . §-i4.] o 8"l CO0T AN SURTRUGT MO i) (a4 00N LRSI [
0d'0u 0o oLt s 006 00T Ko Supnpayy pust Bupsul AUl sand e sS40 0T UIpmary g
oi'st 00 owe e B2 CO0Z ANP Kpaakyny KEaus) Myl (00 domimbulls) usiuy g
oreti o0'o o' L08 U B2 SO0Z MNP - DIV (W UORpURNL) ety
os'ee oa 098 Suplan GO COOZ A0T 12D A0S SAMIS AMUHON (M LTI Lty {
C1088 000 2L95r'F syt b T £00E AP 'ou Supeal B B M UOTEI (81 UOH) L sty §
s 60’0 BLsOR WAL L3 EOOE S0 Avmdhng pdr) slougl) maes ) ] JORERIGILL Wiy
Lo ey Ul L D Dy

OrESNerSE 0003 [ SL'2e L Lopae
areers o' o0'e 0 (L7} "oy Sugpey 3 myde] Bimng
00000 'Sees w0 00'0% o00'LE N QOriY! fusduioly AR g ¢
Y UTF ROt ST L N I AT RO T

WAL ELNR2E DODLENYI IS 1y'120'0088 £5°'0A8 el uoRa
wo o oo oo OpiGau parer IR SO0 B X 0PY |

e e ST9AE WY ANy



Uv89

o | wed Wd SZ:¢ FD0Z/SE [elePLUeD ASieuD

00'0 000 o'szh 93A0
000 00'0 ose (2 OAS Mg [BIUSPIDON) U] ‘EBOMIBS 1aMO [RIUSDISOD
(3 1md 91RIS LBLYION) 0D 1BMOd SOIEIS LUIBYLON

01°825'02e'2

um.. .

< 000 1 ) (2 w397 N/3mM
el 00'0 000 Liz'ss (3 Bpyy ABisuz 3307} ‘ou| Buyasiey ASieu3 3907
AW 000 000 Br8'Z {N Sd1d0M) Auedwiod BN 7 1emad A sesuey
O 0% 00'089' 120"} 000 o00'e {3 Auedwon 2 oy 1) Auediuog g uory
m...n a.(.w, 000 00'0 628'4) TIFIMg sadeueipu)) Auedinos by % semay sjodeuepu)
o- oo oo 1611 (3 sey ABmu3 Ja1s00H) "ou 00y ABiauz iS00H
2 019’ 000 000 el (3 mosABauziau) -dion suonniog AfteuZien
- %. 00°'608'028 00°S09'048 00’0 000 0%E'sL | BAUSRERUROUSIEXT) D7 ‘AUBdLC? UO[RISUSE) UoRXT
W; — 00')8F'2E L Q0 LBt'SEL 000 oo 160 {3 Buipaz YoopABIaNT) ¢ "Sutpelt yooy-ABisuz
(=) 00°0ZE'06 00'0ZE'08 000 000 00z'2 (3 OdL vsnhBieu3) diod Ddi-vsnibisug
,.W 00'0ZE'EPE 00'0ZB'EPT 000 000 000t {2 uz rusep oseg §3) "d) “AB1au3 WRYOKIN 0884 |3
o) 00Ty 808 00'0Zy'a0s 000 oo 60L'0L Jorssiy uospa) "oul Bupaly 1 Bugasiiew UoIBSR UOSIR3
[ 000 00002 000 Q00 z (A WdDDIT) “ot| ‘anesadooy) samad Hjonjuay 183
00'00E'zE 0000E'Z4 000 000 0cZ (3 03 lemog exng) Auedwog smad aMng

00's51'808'4 0U'sSL'ERs'L 000 000 60S'LP {W W13a} 011 Bupesepy pue Buped) ABwuz ang

00°090'8¢ 00'0 000 0ze (3 09 wesIP3 o) (ey L) AuedwoD uosSIPa HONRQA i

00°550"6Z€ 000 {3 B RIamod uoykeq) Auedwo?) 1B § Jasod WoKRq

00'196'0L0')

(W d8o9) D11 amod reiog
000 roL'p (3 ABisu3 siawmsuon) ‘oo ABeu3 ssswnsuon 1
00’0 izv'e (3 o4 voiiEEISUaD) "U} ‘s0INDg JAMOd UCIBIIRISU0D t

oesect

00 0S'0PZ pocks'orZ 000 00’0 0.8y (3 s8N mod iBireD) O ‘sipen samed mbied
00086228 00'0R6'2LS 000 000 Si821 (W wioN8) Jamog admiong
00'€95'CH 00'€85'c6 00’0 000 294y {3 00 sa13 stany Bi) uonelodioD ouroela siaa Big
00'000'96 00000'D6 000 00D o'z W OoWy) Auveduion ABisuz 49
0028615 00'LE6'LS 00¢ 000 06 (N 193Y) *ouy ‘saeIadoos SMIS8IT PAIEIIoseY
el =g o S8°155'9E 000 000 ) 6le't {3 weysuap epnby) *ouj ‘'seaiuas JUBUMISW eNnby
DO09D'SLE'E 00'099'c2L'e oo 000 zZ8g'el | vepauly) uopRIodioD B0IAIAG 10 ] DUI8I3 URSISLIY
00's4t' )1ES 00'SLP'LES 0o'o (1 0] 0s8'0L (3 ABmug usiatuy) Jueby se ABeuz uasewy
00 DEe' 2628 00’ 0ER' 2629 0008 0008 188's (W 513V} 0717 Avedwoy fddng Aieug AusyBeyry
ABEUg WaSAG-Ui
suo) v3 1eoL afaeyd £Bseu3 wnwlg uopdo pueuq SIHMW awey Auedwod

£00Z $3NBNY JO YIUo oY) 10§ BIRWINST Areusuios
$08EMOING SHMY PUE PRLNDUI S104 ABI3UT 19N JO UOHRLIULIDID
1 dayl ¢ MAPIYIS 3O



repusppue) AU

" 00'008'028

00 0T e1ES

00'008'0Z5 oo
00'00Z'aLES o8 00'0%

b0z sbeg Nd SZ'E POOTSE
iapsuray Auedumasaiy; Riprios peas Jof SaseUIn
L0t ADHINT SNOLLdO a g SHMW ___ Pifeesd eu 51 Buyworio) ey) aoqe samod paseyaind sy jO
0L 9. 026 128'9%8 LIPLO LAE'SZS 90'018"200°E$ 80"000'COrs eus’oLr S0 pues
: 000 errr2'ecs'ss DY FYZOENLS 00°0% 0003 8L sjel0} uonse
> 0009c'gta 00'00E'91S 00 000 ooe's Buipedy o) poliat 101 81154 ¢
JM 0000e2S 00'008'75 - o 000 os (Ruemod Aaen yseqean) samod AsiieA useqepm &
e 00002 00'00Z 00’0 0o z ¥ NI Weyneg) Auedwio] ouloe(3 B 685 BURPU WIRINOS ¢
CATT 00002 00002 00'0 00 4 (W 305 dIN) Aurdum) Salsag MO BUBIPY] WIBYMON &
o o 00'000' 10t 00°009' 101 00’0 000 000°L (N WY} o1 ‘Bunespey ABeug seapawy Juesy ¢
n%n 3 00002 00'00Z 000 000 z @nwao 3o ¢
O 00002 00'002 000 00°0 F4 TTeimMg sideustpi) Auedion BT 1 Jamod Siodereipy I
\N,. W 0oL 00’0014 oo 00’0 l {2 ooy AGaug sscop) ‘Al ‘oY AOseul sepsoot
= & 00'00F'08 000008 vop 0o'o 008 (3 od) vensBioun) 'diog HdL-vsnAbieu ¢
,..w.p% 00°601 DO0D1 00’0 000 b (A WdDHa) v ‘aageiadooD Jamod Aqomuay 1sed §
5 00009 00008 000 . 9 L
o, 0000z'€S . 0000TSs 00
oos'el
tig'v

*0°C9 DE°0B9'Z6L'$2S QT OLLLGLETS 90'016°L50°L§ 00°000'cors pEL'9IL $I9)0 4 UONIF
000 00D o000 {6L0'9Tt} &) spusunsripy 2
POES SLZOVOrFE 52°20L'0F5 000 ooo £1Z'L sns Supes £390 10 uolielsust 1S4 2
00 00r'ZR 0000r'Z8 000 000 o0F'e (3 Jomdd SWRRAA) 'ou( ‘Auedilion Jamod sweliA, O
co'oes'erl Q0'0Es'srL 000 000 805'T {3 ABauy teysepn) 'oU) ABRUZ RISIM 6
00'SkL'al oo'shL'el 0on 000 o8¢ (F1amog Asilep usEqeA) Jomo AOIRA UsBaEAL @
00'0%9'80E 00 0R9'eot oo'n oo 0or's Mg poea eiwBaa) AUBCuDD BMod pue JujoRny euibas, 2
pO'DgE9 000969 000 000 008 ABssuz eyysuesy) “ou; (S11) Buneseyy ASeug myysues| 9
00'02¢'est 00'0zZE'e6 1 000 000 00a'y {4 3D out ‘Buneniey ABeu3 pospriL ¢
0S'0LE'SS 05'0LE'SS 00D 000 geL't {3 yiny AB1u3 ey} Aouyny ABssug ayy b
00'0P6'S00' ) 00'0b5'se0' ) 000 000 S0R'ST N Laval) Aoyiny Aanes sassauus | £
00'800'S6 00'500'66 000 000 00T (2 ARG JSMOd BXERUS ] ) ‘00 SIDIDG JaNOd ENSRUA) 2
oorL0S 0O'PLL'0S 00'0 000 8:2't (W 13%) oM 'ABiau3 aiBsiens T
0SPIZ'BrE 05'PLZ'BYL 00’0 000 roe's ) NI wianoS) Auadicy aUjodl] | B9 BUBlpU| URINGG O
00'088'2 00'088' 00'0 000 Sy '3 wnd um) uegnog) aaeadood Jemod sjoull wayinog
00'808°.6 0060826 Qoe 00’0 +86°1 (A 3AS) out ‘seapusg Auedwiod wayinog ]
000000 00 000"y 000 000 008 (W 20138) ‘dwop Bupei) ABisuz eidwiag 4
00'0L0'C 00'920's8 00'0 000 56 (N SaY) g saoeeg ABBus juesy g
OOLLPE 00 0LLHE 00'0 oo o5 {2 ousury Buipes L 3aAN) "Su| sedLeLYy BuipRy | SAMM o
00'00t'0 o0 00r'e 000 000 oog ©2 0D RS DiaNd) opeIoie) jo Auedwo) aojuag olland
00'522¢E 0o'sez'eel 000 0’0 012 1§ 135d) D11 e g seunossy ABIM3 ©3Sd ©
00 00'YE 00'00Z'YS 000 000 0oL W d3dd) O oo =4 /bleuaidd &

HAMNAC SAS UD 39D



ul7O1

¥ Jo £ ebed

. oROPRE! A

00“?‘03‘;;0% < CRET

(enuspluoy ABiRuD

HAMN A, _ASAC UN 20N

Wd SZ'€ hO0T/S/E
To'LL'0TL'YS rciiIe'es 00'0% 00°000°CO¥S 2es'irt pEOT 404 SasEydIng (R)01
00’0 - 00’0 00°0 0
000 000 000 4] uopersuel 184
1Sd tway) 1pjsuell
9L 0T Y oIreiile'e o0'0 00°000'COY 68'Lrt seseyng {{Inoy (ejoL
orez'el W PRT'ET 00°'0 00’0 aze sazeyding Jajsurss ANOH [BI0L
00'00Z 00002 oo 0 4 2URSIT B SRO RURIPU| LiAUINOS
00'00Z 00002 0G0 00’0 4 07) SIS HIGN RURIPL] LLSUUON
00002 00002 000 000 T IOV P SRS PASINGT
00’00 00°00Z 000 000 [4 WbN B jamod syodeusipu
00’00t 00001 Qo0 oo i ABI8UT 12I800K
0000t 00001 oo oo ! doon 1amod Aonjuey jsel
00'000 00009 (vaysl 000 g MBI ¢ emog uopeq
op'paz'0z SbvRZ'0Z 000 00 86z Buipes] % rendes Alsun
000 L 0000+ L 000 00’0 rl 09 JoM0d 214199]3 uepswy]
waysAg O Wwod) sjsuelL Apmoy
9i°290' 261" 2)°130°p6L'E 000 00°000°E0F 595°L¥L saseyang AUnoH 1910 L
(85° 11 1'sEL) (®s'LiL'gEL) 00'0 000 gog a0 wireld 0} 9) O} by
0000t 000l oo ooc i 07 BARS DHqN BUBIPU WAYLON
DO'CoL o000t 000 000 i 2|08 P 8BS} MIASINGT
0000F 0000¥ 000 00C 14 WeIT B Jamog uolieg
POOVL'E0S'S $A0bL'00L' L 00 00°C0Q'E0r Z¥z'ol 1995
0000z L 000 07y Mo DU193[3 UBRDUBWIY
01'9Z6'62R'e 000 23A0
Apnol]
60’0 000 00'0 0oo 0 SOLRYIING piessod |EI0 )
D00 000 000 000 0 STEBYIING INO HOOH PieMIod [2]0]
oao - Q00 000 1} uo|ISig LOSIDG
00’0 - 000 000 0 Bpin ;emod ABaulg
N0 Hoog _..:u::on_L
000 00’0 000 00’0 0 WsAS HO SISPYIIN premiad (10
000 - 000 0 139
wasis 30 wﬂ..n;.._o}
000 Q0'C Q00 000 Q_ wWasAs up SASEYIING Premiod (el )]
000 - 000 ] 192
urals’ ~ U SprMIOY



ks A

pjo p alied

Wd SZ'€ POOCISIE

0
LEL'9LE
dooy (5€0'6E)
uoneaual (124'1€8'2)
Q30 aT9'srS'Z IEL'BLE

jepuapyLed ASKRUID



(VY F v s

£i0) o0ed
W00 00'0
o000 o0
000 0000r'Ze -
-1 Q0o
0ad 00'0RT'9
o0 00009808
000 000883
[ ] D00ZE'E6)
o0 AW
090 00'0PE"300"t
000 00'500'48
oo 00°ZLL'8)
0a'o osrirert
000 000892
0a'0 00'600°t8
0o 00°'920'5
we 0oLl
000 00°00¥'p
900 ovsRLest
00’0 000z e
000 O0Y'EN'E
aa 0SINT2

no'e 00°002'28
0 - 0Tta'rer

oo'e 05°S00'sZr'
o0n 00Z00'0eC"t
Q00 00°0RT'0

a0'0 OF BO0 2L
Q0a 00°6.6'AL0
000 05°6E'99 4
000 0002’04 'L
000 00°8CT LCE
oo 0008192
00 o00Le'aE
00'0 00509028

00’0 00°LE¥'9TL
00 o0azH LL
000 00022202
o0 00'FOO'TLT
000 00°00E

[ ) 00°D0E"ZH

000 000

0o OFELT'EET
[1571] DOL96°A26
o0 outIt'es
wo 00'pes'yz

00°0 00°G0r BT
000 00" 05SEE )

oo LorSS9NE't
000 00°£9L°Ly
00D 000498}
00’0 0O'ON6'ELS
w0 o0 to'es
oae 00°000'v9
000 00'Led'ey
000 00°€09

00D o0ose'reD'E
o Q0'GLFEE
owe Q0'0st'eezs
oy YR oL

0'0
0G'000'28
00'0S6'6G¥L
00'0RT'9T
00'090'608
og'ost's
06'OZE'EEL
paTD'ee
00'0r8'500"
00'$00°¢E
DO°TLL'GE
00 rLr'EFT
00°0%'Z
00'008'28
00'940'¢8
00'0LPE
00'00F'e
DO'GSZ'EEE
0O'0CEPS
LE90L'ENLT
poETRTI
00'E'EE
00°Zea'For
0080’52y}
DO'200"GEE"
000
05'800'2LEL
00'6LE'LLS
05'REL99)
00'0Ks'grL
00'80T 168
00°061°82
00'0L9'6E
B0'S09°048
00 LRFBEL
000ZE LML
QooTeEoe
o HTLE
00'00E
0000821
D0GLE'ErE"
00'050°8%
o'
Ob'£LZ'E62
00185428
00°00%'sE
00'FtY'Y2Z
00°50¥'DE2
0O 0SS'EER
O PRSI
00 LGL LY
00'0r1SEL
0009625
DOESSEE
00'000'pS
00'Lo8'er
(k]
00'498's80'c
[T T
00°0eE"86Ts

onl._.u A

oo va

N £EF FOORSIE
oW wo o0 200
3] o00'c a0 oo'a
o0 0O°DOr'ZR ' 0o
00’0 00°088'6r L 000 Q00
oo wWoITHT W oo
w'e DO 099608 (L) 000
00'0 00°03L'9 000 w0
000 PO 0ZC'EBE w0 a0
oa oLt L] 000
-] 00°0r6'600'+ (-1 00'e
o0 0 500°96 000 e
00 ooTLLst 0o wo
L) 05 rLY'6RT 000 00’0
o'a 00088 00o ow'e
0’0 00°'808"LE w0 Dot
] 009L0'ss (L] 00'0
000 00'0ILYE 000 oo
00'n o oor's 000 00’0
00'a 00'882'CT) Vi) «e
w'e 00°00Z'rS 000 00’0
090 L80L°EN 'S 000 LT'E8E108
()] 005282 000 oo
000 Q0'00Z e 00 00
004a 00°2E9'r9Y a0o 000
00 05°9R3'sZy'| 000 00’0
00'0 an°Zoe'9es’| 000 0070
000 [ ] 00°0EZ'2L 000
00’0 0'6EN"LZL 't 000
000 00646448 w0 000
000 [ 4 8 o0 oo
00'0 ooarsart 00'080°1 20" 000
o0 O0°REZ 158 oo [ )
000 0008} '92 L] o0
00'0 00'0+9'sE wo oo
00 oocodaLe 000 000
00 o0 LB'9cH oo'n [ 4]
000 0O0ZL'ALL Lol ] 00'0
00'0 00'02¢°202 000 0o
000 0O POO'ELT 0'a [2:34]
[ ] 00°00¢ 004 ey
00D 00'008"21 00'a ona
oo OTFIEENE"L ueli] o0'a
00 00'090'e 000 000
0o 000 «0'0 004
000 OV £L2'¢82 000 204
000 00'He5'L26 000 000
0c'o 00'002'88 00 000
00'0 00'PES'YZL (i1} oo'd
000 00'SOr'aEE 000 000
000 00'055'EE4 L] 00’0
wo S PRR'ELL) 00'000'C0r 000
060 00'25L'Lr o0 000
000 0OOPL'IGL 0o 00’0
wo 00'086'Lis ac'o oo
000 QEKTE 000 o0
o' 00000 ¥8 000 00'o
000 0D'2e5'Er oo ool
000 OB 00 2]
o0e 00'089'v80'C oot L)
00 DO'CLFIES ooe oa
QoS 00'0DE"2623 00Ot wos
Yy SRS L Sh 1902 Whjlusig vojyde  puRweg

" rmme ¢ mmre e s ——

P ALIGUD

AV ‘Hd i e oD ) URD Bd T PEIEN B

T O A0UBUINLT DHINPUZ St U0 PONRE Wd

(3 10M0g RUBPA} g “RuBdWOD I BUIBIEM,

{z ABiwuz Jumenn) ‘vl "ADuT IO

(@:aasg Anfiun, YIRgEAA) s ABYEA YERQEN,

(3 wcrton3 wBand Aurdion rewnd pur AN0eE) malian
{9 s ABSUD BpveuL) ‘outt (30 Bupsuew ADiu3 Bvews)
(A IELL) ‘20| "Buppeueyy Aisu3 (eqaions)

(23 qany ABisu3 syl) Apowny Allisua eyl

2RE83ERE888E

08’82 zvv (N LawAl) Kuouiwy Lajies, satasuus)
£054' O_.,\v AV (3 A9G Jowid DIERUSL) 00 SIS JaMO EASTUBL
082 .m\\\ h@ (N 126) V1 'Kz Abeiang
HES A\\Y e {3 599 M WHINOS) ASRIDD HAOM3 § VRO EUBDU| LIKANOE  8F
o ..vv (3 Jndd Ul CAANOS) SMMIISDGNT) SO SIOUIH WANOS  oF
o' (o (N 3MS) DU 'seyues Ausduon WaNOS Ly
455 /w\w\ 1 634} Su eeaas Arouz umey  oF
ozs (@) (9 swowy Bupess AAAM) 2up cooewy SwpriL MY 9P
oo (v £3 .00 00 AISS qNJ) OpRICIOS o AUEDWAD SXAES ORS¢
'z (n 13520 DT o) 9 seMnoesy ADRuS D3SE  EY
08L (3 00 enid ABmug Tag) T 8D SNid ABIOUD ed  TF
gee'szt (3 495 W0 DIA0) DUINPAES JWOd-UoRWodS 20K A OO LY
[n (R 9AQ i) IBIUBDD) ‘2 "SeANOT JNO [RUERIIZO  OF
1ee'e (F 1M BT WHlION) 0D JemDJ SAMT WNLAN 6
[ a1} (7 SOSAIN] AURdWoD SRS DN FUREVT WRUON 8T
peEE'YE (M M) o Bupswepy AU Sedpsuny lahN 29
wr'e? (3 ADreun souBam) o Adiaus msubery  pg
(3 HO NONYBRTY 0 AD - HO ‘Youmge  gf
915 (@ NI NWEADT K
41571 {3 Cp ABseu3y 390 ou) Bunewiegy Alew3 3907 £
Er6'T (N Sd10M) Auedwios 1y 9 somag A0 IREUEY I
p0a's {3 Auedwo g uay 1) Auedwdd p ol I LE
2z @Enewd spdewmpur) Ausduwies i B 1evad edeveou) 08
800t {3 s Alseuz seitoon) U] ‘50w ABIOUT 1UMOOH &2
yes (2 Ineifisuzieny) dioD duognios Alsudi)d 62
o8t't) (3 opunuURAUONKE) 577 'AuRtiUoD UMD Uopexg 12
't (3 BupiLepanAtiogug) o ‘Supei ysoy-Athaug  9F
003'g (3 D41 venhBisuz) diod Sdrwenibisun 2
obT'e {2 U3 WyLeY 0T @) g ABIUD BN Rl 2 ¥
sre's (3 17 oW UORIPT) ) Burpi), ¢ Gunisipey O UOKP3 £
£ (M WD) o "o D Jamdg ismuet waz  ZL
oz {2 60 tamdy syng ) Ausdiad ikwdd NG 1T
scr'oe (1 133} 971 Bugenreyy pue Buipes) Aflseud NG OF
V% (200 UORP3 ¥ONEA) (e L) AUBKUOD UCRRI JCIRO 6
124 (surh JUEM 2 amod ualied  §L
[~y ] 12 MBI uoier) Auedwe? 1D B semod wopleq L)
65°07 {W 1L3310) =ui 'Supeiy feus 3.0 898
[ ] (M MOl DY ety (03 G
pi6E (3 ASau3 srewnsuon) 00 Aleug LeawniuoD i
om's (3 10ci BORBHSIIUGED) "SU '82UNOG HWMOL UONINELSD  £)
0082 (% LOND) “au) ‘Aiddng ABieu3 spasuos  T)
195°ZT 140D) dur Ouper) ¥ e Adieury )y
192 {1 YU} Aueduwos Jufl siouh 1D D)
50y (3o mog pilaes) 971 ‘MR semod (BT 6
S48'T) (W WNONE) 1amod shoxona g
g9:'t (2100 9913 Lewy 5ig) uogriodio) JmeE s Bl ¢
009’1 (w oowe) Avedwon iBeu3 da 9
L] (W 193V} 2] ‘Sayesedoos ARXNT P H
-] (@ Juryanagy BRnby) ‘Sup ‘sedpusg JUBYSIGN SHNDY ¥
0822 (3 smod Sep3 wesuewy) uogeIodian e MO GINZ uRewY  §
0se'0d (3 ABeug usisury] Jwely sa ADoul LMY 2
608’ (4 813%) 011 Aumdenen Addng ASaug AosySayy ¢
RS WU
SHMWN sumy Aueded

: SO0L MABMY JO UGS UL 304 MU
PBUAING HAM PUR PauUnau| mnod Aleu3 peN JO LO[BUULSIN
wodey p AINPEYIR 3D



fid £2'¢ yOOIAN juepyue ABleUD

U794

1 S T

TG ebed
00°00T 0000z o0 z BT % Jewag Siodeunp
Koo 007001 ooa ] ABsbug JNSOOH
0’0ok 000t [ 0] + dono semog Hpmue) Beg
00'009 009 @00 9 WH T Jamad uaden
oc'erLset O2Ghi 'z Qor'aoa‘car ol 99
00'00a'2 00008’ [ 1] [ 4 - 00 10RO VIS8 AUy
$2'008'LY0'E LE90L'2vL2 LT EEE"106 1244} 23aINT
& L ] 000 00 [ SPAMIOL [E10R
Vi 7503
O@Gx ,mq .% | 00 000 o0a [] WHAG 30 ASARYSINd BAMISS [FIeL
(vd 2 va_\ 000 00’0 BupriL ¥ reyden ASieud)
VM‘N W /4 WeNAS O SPRMIC
Q\Q\-\ [ 000 ] [ [} WHRAS UG SeRrYaINy PRALGY [B18L
O.U 200 Bupei) 3 ieyde AfeurD)
wephs LY SPIRMIDY
sapeun), Ausduienisgu) Bupnxe peat 1oy o
Jvios Aou3Ng ONYWEO EHAMN umapEnG 41 81 Buwoiio) sut saoas Jewod peityund .SL
[TRY ) [T TX T ¥igLeavzet o8'0 Le"orY') 09°0:0'080"L [T:41Y] HUO) pueIn
I wosTeeE . tLtaeel oo 000 TLOAT 8T 00’08 €€ it Buas ° HEIOL LorE
po'a ZSEEE NS ()] 00'os [ 00'08 0008 5'ess'te 200z wndiny - aul '582UeE Auedwed WeNNeS (61 VOIS LU L Apoiny Adies sesseuel g
00’0 Z6'LEA'RGLE (L] ook 0008 00'08 000s S0 £00Z MBIy « oy ABasup wioudep i Lo W) ARty ASHHEA SessmuLel  §
000 [T XT " 3] 00'0t 800t 00'08 000t [ By 00T WNEMY N8I3 PeIMICSEY (81 UCHRLITWES | Luouiny A8||9 sossuue)  Gg
poa 05 IPT'SEES oo oot 00'0% onos 0004 012 SEE £00Z 1y = ‘ou) BupRl) 7 (elde ASMAULD &) USRI Mpouny AB|IRA SeSSOUeL  GR
[ ed] ZUIEYlE Zore 00es N0t ¥2'0vls 0008 99°565" W2 16 ‘2002 Minfiny ‘o) ‘Oupen) Aieuz 3.0 W UONTUEURLL ‘00 SNARE XN SURPM] WEJLION 3
00 09°08r'ES 20289 -1 00'0% ROZoss 00°08 avesLy Syadls) 474} ‘2002 IenBiry - "a2 ABMUD IMUNIL0Y A) UORSIUTURLL 00 GRS DN BUBBY) WOLLION  £R
po'c o00rs 00 0008 00'08 00°0% w0l endr g . 00z senbaw dD MuoioRS ASIUZIENG e BN mad ueiiec 29
0o'0 1ORLKE 18- . ooof 00'0% wEsLe 0008 -yt NG 'S00Z 1anBRy DY) SDWL P SRUNGENN ABIOUS DS () UNSEIMLEUNL S0000 JaMOG KT UBILIBLY LY
0o SrLen’tt oIz 0o oo 082873 00°08 [ 0% MO} ‘E00Z IENBIY D17 02 Shig AU Ydd 18 UOIBRWEURLL A0S MG NN S ukewy  O0f
000 00'pLE'S €9°2Z¢ oo'at 00'0% 69 22E% 0008 LEE'L SHMPAOZ "£00T 1NGNE « Aundaiog) Jeatg () s UKRBAURLIL(L SaaMg Mvadg JNOHT UBIUY 8L
o0 Lorrers L3 o0'os oS owout 0008 LZELY SYMEEG] ‘pooz Iendny - Auonny ABIEUD W e UOIBRINEURLLL RS BL
iy} 10" L5608 0526 0a'gs 000t a9’ 65 008 18- SUALSE] 'EOOZ 18NSy - 07 W0 BTEES WOUUON [ URISRIWSURIL BBy 2]
a0 ¥}'650'25 = 3! oot 00'0% W oor'Lt o0ros ar'eoy's Bpneg; 92 1002 In0my « kuscwon k] § iaig ArD Sy [e) UOBRIWELRL LAJBLY Bl
000 SUSLL0LE IREIS'S g o003 LErs'ss 00os azeL's SUpuZZ0 ' 'C002 Jnany - 2y Buppey 3 DURMIUEEY UCTERZT UOBIDS (87 UOTSHILBURIL UMby g}
000 1S'Lr9s (] 0k 00'0s 5983 0008 0155 BUMMIPD L ‘E00T WNDrmy - Ausciuno?) BN BOUNL (R b UOBSRUSURIL USRLY  pL
o0'e U958 oLires na'os oo'os b ires 0008 GLLEY LS . SyAMLZO9 'TO0T 18Ny 2U| ‘sAQRIKioeD AOJ6ID PATRCITY (o) UDSEWELNIL ubiaLy €L
oo erivis 0T9Es 0ot 0004 oS o0k 7 My CNOT IBNBNY - Ty A UOIBIMUTURIL UMWY 7L
TSR S] peFal UoReuRUEIL FoRating
o0 t_.mmm_cn-ﬁwu 1_.|ﬂ.|3..ﬂ¢.__n 08°0% 00°98 Fi 200 TEAY 00'0% 90'0k [xad . ra) uojpsed
oo - 00 03E'ALS oITE oG'o we OE'HE 000 o0 ooe'e seRuyand PRO) BAIRY SIGd O} Pa|} TINOYOOY SHENM 84 | L
o0 0000826 000825 030 00 00°008'26 000 000 oo% [owind ABIIEA USBORAN) 130 RBJIEA YSRARA gy
00t 00'009'10b 00'D09" 104 000 00'a 00'008'101 a0 .1 009') (A WIYW) ‘o' ‘Bupayeyy AGIUD SEXIBWY JUeNN 569
[ ] ooaor'og [inYee g 000 ] 00'00Y'0R wo [ ] oo {3 ¢k WENADSLT) ‘DD DdiwENABINT 30
oo 00'002'ce 00'002'ES 0o'd 009 00002 TS 000 ao po# (N JHOD) D17 ewdd 110D 19
e FLEROLS CRERDLY oo L] bier0'Ll o' o' -4 (1200) “aup ‘Bupess 9 mdeD Auvin 99
oo D0'00% 025 0D 0’0 < 31] 00°008'02% 00’0 000 o088t SPHIN N Oow) fusdwos A3 48 So
00’0 0£0'003'94ES 00'008'91ES 0008 o'os 00°008'9LES 0008 [ 03 pos'y {3 Iag 593 usoyiiiiy) usHRIadion eusg 1GMO JOJ8[T UTIUNNY  #9
- H L
Vots__ veoroseo el IABTL Cab LY Triezes AT S Ti 805128 oL DTrLE LT get 100 yegaze r9t01 wonoen
we 00’0 00'e 000 000 000 riLest) B d UO PHNDAYSE BoeeyNIng SD0 W I BRIDY &8
¥ TSt 00'L20'65Z 0 w0 Y41 o) £0-20 LIS 0d 6 Ouiped) jpru~-  ~BD0LUAD AN 8d 29




UZ7O5

e gadeg

N 255 POOTAR

rouepyve] Alseun

O, =k
% %omv
N
52
..v\\“mu
B
PRb"aLIL
doa) 281
wnmeed Liriee'ze
seaepind o) 125'6r8'2 ¥85'9LE

Loareanl'st on'ses'sia'cd IT'Tee"rocis L'l PBOT JO) BESEYIANg 1E}OL]

lo'scieit'y ou'ste'siet 1z'teg'roe'L 2Ll seaRysing Aunon 91y

[ T] 00'0 ()] [} uopeseust 194 wal tejeuni )

P EPO2L #°090°21 00 i seswyoung Jejsura) AUNoK [wioy

[ 1% ' {3 FLEROLL 000 262 Buipea) 3 ey AUy
WHAAG NO Wal Jejsumt ) ANoH

| tegoe’Lon’s 1 kAl2 LTER WO sSr'in sasaysng Aunoy el

GE°102'09L BE°L92'%9¢ 00 Gi9) 30 uniRd Of o 01

00°00% 00007 00’0 4 ALY B SED FUMPUY] LIS

1k QO'00E [ 0] £ 07 BMES MANG SUKPU| LISUYION|

ooone Qo00e Ly} € b a3 B SjgaRnaT)

[RTTN

[T

sl iin mon



4o  aley
Y
%
il
A
5%
o BV ARYL!
-~ o 2
w4 .\—E
N 2%
N [
"~y A
cmw.\
%
[
suol v3

00tsh
00'00Z'e
o0’ 298'09
onozE'se
01'9Z9'1E1'2
00'529'28
00'058'sE
S0°0EZ'91
00'6.0'90Z
00' 1 Z¥' Tl
00'005'}
00880 L9
00°628'e88
o0'onr'LL
00'8EL L)
00°080'0E
00'006' 158
00°0E2'08
00°008
0000L'e
00'00P'#Z
CO'SH'SB
00'eZS'8)
09'Fee'ss
00'0oL'y
on'ese
00'008'28
00'698'LZ
00'000'E0t
ooiLe'azt
co0LeTl
00Cre'ezZ
00'S05'602
00'000'eZ
00°006'S
ocOoZo'y
08°088'09
O0'8ES'662'Z
00'SLS'0re
00’008
00'0CL'eS

L

00'€S)
00'002'E
0020809
00'0ZE'9%
oreze IeLs
QO'sZo'to
ooose'se
00
00'Si9'e9Z
o0 1Zr'TPL
000081
00'880'29
p0'sig'soe
0008k L1
o0'9ed’ll
00'080°0¢
00°006'19¢
00'0ET'08
00'00€
00'00K'E
00’00t P
o'sib'os
00'SZ5'BI
0o'+ac'ss
o000ty
o0'gse
00'008'z8
00'ses'LZ
000

00 LLERTL
0008’z
00'0¥9'8ZZ
00°605'802
00'000'8Z
00'006'e
00'0z0'Y
000
00'BES'BEZ'T
00'SLSOrZ
on008
ooozL'ed

afiaeyn ABlaug

Wwniwasd uondg

e RSmuds i

Wd SZ°€ PO0Z/S/E
oo a
000 o0a
000 00'0
000 000
000 000
000 0o
000 ov'o
SO0EC'B 000
000 L]
o0o 00'Q
000 000
"0 Qo0
000 000
000 Q00
000 000
oo [1,0)1)
000 o000
000 000
000 oae
000 000
000 0a'o
000 000
W oo
00 o0
ooo o0
oo 000
aoa 0o
000 000
000 00°000'e0P
00¢ 0g'o
000 o000
000 0o'o
oo 000
oo 000
ooc Q0
000 000
ooo 08088°08
oo - 000
o000 (L H )
00’0 0o
0008 0008

pueusaq

el 10m =

00l
SBIT

aca'os
50T
1L

802'6
we'e

0ze'y
850'21

050')
008'vZ
Sr0'2

001
519
188G
529
Gog’L

e
gel’l
LEV)
(33 4
zZzo'0l
28
046

LE9'941
0s6'9

oz

SIHMN

[ERuepyuoD ABleulD

(3 eSO DeeUB ]} "0 BAOIES JEMO BSEUa |
{n 138) o7 'ABreus wderens

) NI Wweninos) Aedwion S1O8 @ $8E BUEBID] WeINOS
{3 auewy Bupel] FAAY] "oU) seopswy Buipis) 3AY
23AC

(2 md SIS WAYHON) "0D amod $318]S WaULION

(N IDSIN) Aueduias adpeg 5iqnd BUSPU| WAUEON
(2 HO NONYEZT) Jo 4D = HO 'uoueqe

(3 297 MHR9I

(3 Opi ADisu3 837897) 'ou Bupaxew Aeus 3391

{N S0} AuedwoD B ¥ semod AuD sesuey

(3 Avedwog F uosy 1) Auedwos » uory

F1eung stdeueipur) Aueditiod O 7 Jevod siodeustpul
(3 ooy ABou3 Jete0oH) 'au| '2ay ABJaug J9|SO0H

(3 InosAliiauzgsl 4} diog suonnios ABieuzysl)d

| spuoeIsUSSUSiEXa] DT fuedwog uoirisuag LoRXI
(3 Ddl venABieua) dod Dd1-ySnAlaus

Joypssiyy uoeip3) -ou) Bupel) '8 Bugere uoissiy LasiP3
(1§ WdDIHT) ou) 'saresedonD Jemod Ajomusy 1sea

{2 Bpiy smog ABauiq) ‘oui ‘Bugspey Jamod ABauig

: {3 00 semogd BXNA) AuedwioD Jemdd exngy

(A L3a) 971 Buneey pue Buipel) ABeu3 Na

(3 09 uosipT yonaq) (ML) Auedwod Losipl ¥oNRQ

{3 WBNpamog uopieg) Auedwon iy 3 semod uopeq
{w £32.10) "2u) '‘Buypesy Aseud 310

(3 Bugziauag yse))} 9717 "Auedwo Bunesauac) Paac)
{3 fBusu3 srawnsuog) ‘oo AUz sBWNsUe)

(3 IM0d UORENSISUOT) "OU| ‘B2INOS 1AM UORE[|eISUOD
(10D) "ouj ‘Buipest g 1eudeg ABseuin

(A ¥ewW D) Auedwod 1B sjoums [enUad

127 ou| seuoe) ABiuz ss2180.d eqp 17 ¥ imd euose)
(3 se Mod MEIRD) DT 'B1SNIBIN 1Mo iBres

(N ADIDNA} Jamod sdexang

{3 00 293 sueny Big) uofisiodiod aoa3 el Big
(W 193Y) ‘o) 'satieledoosy oul08| 3 palRIaossY

(3 weyaiapy enby) “ouy 'seopues Jukyolen einby

(W IMOdINY) '9U] ‘OlYQ - 18mog JECIJUN) UEDBWY

| weouetiry) LonesadIog SO Jamog SU158|3 UBSjaWY
(39 ABieu3 ualawy) Jueby se ABaug uslowy

{1 513v) DT Auedwod Addng £Biau3 AusyBany

| LOdY) Buipesl ©dv B/ ou| BupRIBUSE) BMod BOIIY

9 o= SN O T WD S OO D O e DY O O P 0D S v S S U DB e

BORUT USRS

aweN Auedwon

€002 19qLUsldas [0 oW aLf) 10} ajeuNIST Aleuugal

SISEYDING JHMM PUR PRLINZUL 51800 ABIsUZ Japy §O HOIIRLILLISDY

vnday pINpeYIL IO



U794

[enuepyuos Afissu]d

¥ oz ebed Wd SZ'€ POOZ/SK
K3
o008 00008 0 000 8 Av.v ) A\OV U T SO HIASINOTY
00°008 00'00E o« 000 € ..m\ amu dooD 80 Apanjuey| 1983
00'00P 0000F 00’0 000 + o) /vv..w. 1B 2 WMo uciieq
0000060 000 000 00'000'S0Y %y %, 100
00'000'02 00'000'02 000 000 00z .v&q B, 00) JeA0d SYIOB(T UBDYBLY
0reze'Isle 0LeZa'IEL'T 000 000 60806 .&@ ‘S 53A0
Aw\ AlanoM
G\A\ -
QD
00°0 o000 000 ao'0 Q SREVYDING PIRMIO [RIO)
00'0 0o 00'0 000 [ _ SOSHYIING 1IN0 YOOB PIBMIOS [HJO)
000 - 00’0 000 v uogeN USRS
000 00’0 000 1] B Jamngd ABauiQ
FINQ NCOF plemiIo,
000 00'0 000 00'¢ 0 WNSAS O saseyng pIemio (R0 L]
00'0 - o0 Q ._...UO-
WesAs U0 SpresIOd
000 o0’ 00'0 000 0 wRSAS UD SasRYIING Premiod (RI0OL
000 - oo &) 109
uwsfis ug spressod]
sysuely Auedwodieiu) Buipnioxe peoT o saseyding
WIOL ADMINI SNOILJO AQNYW3a SHAMW____P1edi ou) 81 Buimolioy suy srogqe Jemod peseyomd eul O
% ﬁ%
952 160E5 L99'C1S Zo'0TV'LL0'CLE S0'0CZ'9L % 06°038'cors 202'5LY S{e)0) pUel
000 00°008'02%% 00°008'0258 00°0% 00'0% 008'3L S[e10L UO)OR
Q00 00°008'0Z58 00'008'0Z5% 00'08 00'0% 008'9l (N OoNY) suedwos ABsug 49 s
o WSF i [
or'oe 26°0CL'980'ELS Z0°0L9'995°ChS 20°00Z'91S 08'088'CoVS liy'see s|ej0) uoHIe
0c0 o 000 a1 o) uswisnipy z
05 /E6'69L'S 05'/E6'69L'S 000 00’0 saeg Bupes) 5399 10 voneieust 1S4 L
ob'az ToTip'EY g ir'er 000 00'a peoT aAneN 8,390 Jo) uogersueB 154 0
0000t 1 000Gl 000 0o0Q (N IS JAN) uohesodiod) 8oUBE DIaNd LWSUODSIAA 6
00'091'¥Z 00081+ 000 Do0 orb't {2 1m0 SURIBAA) "ouU; ‘AuBduias 10MOd SLWIRIHIAA e
0000LE 00'00L'C 000 00D 002 {3 ABseun segsapn) “ou ‘Aeus reisem ]
00'SP0'% b 00'5RO'YY 00’0 000 568 mgyos|3 euibia) Auedwoy semod pue 3o 3 auBia 8
00°008'eZ 00'002'se . 0o 000 008 (ov san) o sEn g
00'000'9 00°000's 000 00'0 coP ABiauz eyysuelt) ‘oul (sn) Bunesen ABieu3 epysuBit ¥
oo'gsa'ol 00'gs8'al 000 00’0 2] {3 uiny ABieu3 ey 1) Alouiny Atieug at) €
o ooszg'iiL onsle'thl 000 - po'a osl'e (N Ldwal) Auoyny fatms sassauud | 2

WHAMNA-. _iSAS UN 0N



LLZ7IS

t o ¢ wbed Wd SZ'E POOTISIE [enuapiuoq Aeuin
A
dy. ¢
& &0
LM
Sy 3,
%, 7%,
U
<
U,
)
1]
LIp'S8e
doo| {5¢6°01)
uapessusB (2pg'250'7)
Q%0 +68'95P'Z FAR -
(zg'TLy'sY) 265'c
A1°098'921°CS 2L7093'CTL'TS o008 00°000°Cove OLr'ELE PeOT 10} SISBYIINg 1m0 )
jEBziv'sy «u.m..rw_ )4 000 80'0 863't
PR AN ZTLv'Er 000 o0 865'e uopeiayel Sd
1Sd Wy Jajsured)
SCL8E'2L0'C Tt 8 JE 4 00'a 00'000'COY e 20 saseyamg APNoy [F1oL
0re 00'e 00'0 00 ] seseyding ejsues] AuUnoy (e300
000 00’0 00’0 9N138{] § Se) eUEpY| Euﬁ:om1
0’0 000 00'0 00 1aM0 OL}I3[7 UBDUBLLY
wNsAS NO wWwody 1a)suea] AlanoH
seisc s SCASCYIOE 000 00:000'08 ze¥doL s9saudIng ALINoH ImOL
8Z'655°028 £2'85+'025 0o 000 0080l a0k Wild 0) a1} o] oy
e oo'ooe 00008 oo - OUo = 07 8HIAISS DN LW | WEYLION

P T



tr jo v abeg Wd 5ZE 008/5% fenuspyucD Abseurs

LLT9

!!!!!! - ol om wa mm o



u2800

&OQ& 7
02
i DODDD'EOP 8 LAZOA'MR: & PIO'LY wLOL8NE

000 00Q [ 3] 00 [311] oo 6a'0 © RAU [ U0 PAINPOYDS THIBURING IO &) & wnfpy o
BE'L Lol POOS'L 8’812 Foins ] TOEEE'S oo 000 -] SR{aG SUati|-udN 9300 Of USIREUAD 1d W 1S »
wo wo 000 00’0 00'0 o0 00 w0 0 seieg Buipii) $.3D0 £ UOSMUSD B4 & I5d or
gLo el £E'880" gAY [C1R-T20] Trsea's oo W €8 © pER) NN $3DD UMY 9 W ISd 5
oo 080 000 ooe 000 000 o 00'e 0 FUMY 260 'OE SDUEYRIALI BSNPELOT Ay) U0 pISTE [Sd r
Q0D w00 3 »11) 0o ob'e 30 a0g aqa 1] (A MS iV UOTEIAIOZ) D3PS Ny LIMUOORIAL e
oo 00’0 Do0 000 00’0 000 00'0 000 0 (3 om0 SLUNTINIAN] DU AUBALIO?) SBAMO SIRNIHAA >
0o 000 Dyo 00’0 000 00 e8] a0 0 {3 ABseus) jmpepn) ‘ou) Adieus FETISAN W
00'0 000 oo'o 1] oo 000 1 3i] 00'0 0 (3 sncrgoma muiBira) Aumduro?) iswog pus opgoeis] Snnbsp or
o0 oo oo oo'o o w09 poa [ o1} 0 . (Ov s@n) ev AN o
[rak] 000 00D 000 ao'e 00'0 00’0 000 a 3 w Afieu3 eypysurip) 3 (S0) Buiew ABsug eSuBlL %
oo 00'0 0o'o 000 0o oo poo o) ) Q - {2 yiny ABIOUD b1 AJuoinvy ADIRUS By) i
[ ay] oo [+ (L] 000 - DO oo oo 0 (N LA¥AL AHOWRRY Asjep, epswnniey o
000 000 000, nao 000 0o 000 oo 1] (3 Meg JaMD BIEUS ) 07 SIDISS JaMD EHREURL oe
000 000 0o on'e 000 00 o0o oo 0 {1 138} 217 “hieug fueng pe
00’0 oo 009 00'¢ o0’ 0’0 g 00 [} {3 300 N wepoy) Aueduion) MRS P SO SLIpY] WELINGS €8
00g 00q poa an'a 00’0 LU 00a 000 [} {2 suaury Suipesy AN} u) Tecpmuy Bupsil 3V e
0o'o 0Z'0re'eaL'T SeLLE' ISPt 000 000 SeLLEISY'L 00’0 LETO8 P 43518 uonmIadio? S8 ADJIEA OO e
oo 00 000 00'0 000 00’0 000 000 i} (5 10 TS UGN 07 SO SEIRIS LSO e
o0 000 0o 000 0o 000 000 wo Q (4 203N AUSEDs SOUUDS TGN RUSIDU| WHLRION o
00 00008 DO'008 00’0 oa'e 00002 o0’ oD 2 @ WIS XES 8z
00D 000 000 oo 000 oo 0o'e 0o ] (3 Bpiw ABisug 3997 2u Bupeymyy Afieuz I¥DT B2
[ 1] 00D 000 00'0 00G o o000 000 o (W S Aveduwion) 1B 2 idmdd Ao SEIUEY 14
oo oo'n oo - o0'0 ooa oo oo 000 0 {3 Auudwon 9 uay 1} Auedwsor) ' uoly 82
o000 000 000 G0 o'g 800 0o o200 0 (3 177w spdeueipu]) Auedwon 1yl 7 sewmod ajedeudipy) [++4
e oo [+ iVl oo 000 oo'o 000 [ 1)) 1] {3 sey ABwniz] 1018001 "00y 58y ABraus JHISOOH 74
000 000 000 oo 000 000 000 000 0 (T nosflienttd) e suopniog AU {2
ona [+ 0] oo 000 [} 00 o0Q ooa Q ae oc) 3 ‘Aaeduiosy c) WO8xY 2z
0oq 000 o 007 o0'0 oo wo 000 0 (3 OdlL YSHABeuD) ‘oD D) -yEnABisus 1z
000 0a'o 00a 00'¢ o0 0% g 000 Q & Ly uoisnipyj uoming) g Suisea) ' Supeyrepy uoirany WRIEY 2
000 00008 0008 1] 000 00'0e 000 000 £ {4 PactD) “IU] "epeisdens) ety Axonue (e B
D00 000 0o 000 000 vig] 000 oo 0 {3 Bpyn JomDd ABRUAQ) ‘ot ‘Dunaniapy somod ADBUlg &
000 00’0 o0Q oo 000 000 000 a0 0 © (30D sveag sang) Avedos Jama $3ng Zh
oo 000 0o0 )] 00'G 000 00 o0 0 (W vu3a) O Sunmiey pust Buipey) Assuz @ang gl
00'0 o0'o oo'n 00'0 000 o0'o o0 0a'0 o (3 00 uonip3 yoned) () dusduo) uasipZ HAREQ 4L
00'0 0O'00Y 00'00F [v1}7] 0oe DooDY 03’0 000 4 (3 WBIRIemod WORAEQ) Avrdwos B B somo WOKRQ ¥l
000 00’0 000 [s.v31) 000 000 a0o 000 a {3 AU ewnsuon) 07 ABiSU] HWNSWD £L
o0'd oo’o oD oo 000 000 009 oo 4] (3 1D UOPR{IHSUBD) “DU| ‘FNOS J8MD L[| IVELOT) -
000 00'000'E0Y oW 000 00D 0o'n 00'000'COF e [+} W) "sup Buipe)) B render ABabad b
00'¢ 000 000 00'¢ oo 000 w0 000 [\} (3 173 saou|(| pequen) Ausdwiony By srou| FRRUEY I
o0 00'0 0o ona Qe 0og 000 oo 0 37} § w0 BunoseD) su; seapon ALY FeuBioug eqp i g wg BUIUED O
000 000 000 000 oa'a 0o oo 009 :) (3 e Mog e} DT 'REWEN awmod Nbie 8

oo'a 0040 oaa o' o0a 31 o 030 a (W WOIONA) o g simpng )

000 00'0 0o'a 000 000 000 cao o o (3 07 003 11aA Bi) OO0 SuPaS e 5ig 2

000 00 oo 000 000 000 0o 000 0 N 123V} 7u) 'enniedoon HGOeIT paurORly 9

o0 00'0 o0 oo o0o0'a 030 o0 000 a (S weyaion ejinby) ‘0U) "30ayueS Wydiay sINby s

000 oo [+ 4] 20 wo 0o 00 000 [ {3 i 9813 LRAUGLULY] LOARIKITD SIPUSS MO SINDMT UBDLBWY »

ooo ooo 000 oo oo'o [+.234] oo 000 1] (3 ABreuz ussewy) sy 9p ABieu3 URIRWY £

oa'o 000 o000 000 0a'o 00g 000 oo'e [\ 0% 13} 71 Auedkuon Addng ABieu3 AveuBe)y z

000 . T s - s - s - g - s - £ 0 (W 19d) Sujpai} Dy B DU SUREIURE) JavDd BOOY s

suolLva 1ot stuey ABraug 1oova Jnn sSumL mlehd  winpuaty wopdg puewsq M atusy Auedwod ‘ON NI

200Z " 1T H3EWAAON JILYO 30Vd Mad TvNid
£00Z ARBWALAAS SO HLNON AHL UOd
SIVE SNAVHLNON QNY QY1 BALLYN £.360 0L JALV30TIY
TUERUDINS HANDL PR PRUEOU TISOD ADANES Y9N, j0 uontunAined
SASVHOUND WALSAS NO
ANYIWOD JLI3TA T SYD LLYNNIONID



02801

4
s

%0,
"y,
Pays?
o
"we €LPS008'T § TELIOESY') § syore s 128} § OrosessP'l S 00DOOEQr % tATESIYL S KRG Wit
00 - 5 - s - § - 5 s - s - I — L0168
00’0 000 000 [1 000 000 0o 1] AMICLZ - 2007 Keg ABMUT RISWNEUDD) (i) SIIL 0] SUNGS NQNG BURIPY] Lispion 10
oo 00'0 000 000 000 00’0 oo’ Auedwor) HAD T FEO WRIDY| WAENOS (81 J0RadD WSAS WepUsiepY ewWEIN 08
000 000 0o0'q 000 000 000 oD voiBiey) ISBAMPIN S.LNcD 01 IR0 wesdg epuadepu) 180MDiY a5
o0 oge 000 0o 0ot 000 00’0 o PUBLLSP - £ONT KES sUONOS ABIRUSIAL] & J) 7 XMy uaiieg 26
000 0o 00 oo 00’0 00 000 oag BYWLO0L OSIN BOOZ 1865 - 10) $UBI] SIS HANOS NSHT UBIPGLTY L9
g 00’0 00'¢ 000 00’0 - 00qQ 000 000 SYMUCID SO0C 1PS « PIOS DIGNG VIFUODSLMA ) SURI| Llibuy 95
oo'a oo'e 000 oo 00'0 000 000 000 gy 0002 Keg - Auatpny ADIBUT B4 () VOISEIUTUR] U9y 55
)] o0t 00'q 000 ord 0o 000 0a'e WPAZA] COOT WS + MmO SAIRIS WEULON (@) LOSSILSURIL Uity 9§
000 oo'e 009 000 [ )] 00'0 090 000 SPMWAZT"L ©N0Z 1065 - BuipmiL ¥ Supmiien UOIFIRY LTSS (81 Los) T 34
000 Lol 000 00’0 0o 00 o0'e 00'0 SYMUIGEY -E00Z JOg AN KOUNH RGUED A UOISHUSURI] Uamwy 5
00’0 oo 00'c 000 000 00'0 00D 00 QUMDY E00LZ K0S = OUIOU[T POIBROSSY (A1 RURLL UMWY s
THAINg 5F PRERT USSR T s s
009 - -y - $ - s - E * [3 - 13 - $ 0 Wiolans
0090 06'c 004 o©o [Lid 000 3% ana a (3 HO NONYETT I8 A1 - HO 'uouraey 2t
08 DLUE Shniads pao) SANEN-GOL 354 [TERT
00'a - 5 - | 5 - 5 - - S S 0 Wwiolans
ona (Y 0209 000 000 o0Q 0 000 Q SRARY2UNG PROL AAJEU £ |04 ) DE) SIONODN SOIETIN {8 o5
o000 o000 i ] 0g'o 00 1] o030 0o Q N OoY) Avedwon Alieug g8 Br
suslva 1maL sluryd Aueua B VR ELT ) SURIL M Isnd  wnjwasg uopdo puriisg SIHMN ey Aumdwod ON BINT

£00Z 1T ¥SAWIAON Q3.1YQ 30V WEld TYNGS
£00Z MISWALSTS 20 HANOW IHL UG
£$27vS ONIGYELL-NON ONY g0 SAILYN $.302 OL GALVIITTY
BISTYNNG JHMH PUE PRUNSL) K302 ABIBUR JN JO LORRUULINT
STEVHIUNG NALSAS NO
ANYAHROD ORILOZNE 2 SV ILYNNIDND



S8 Setiedule 4 Report CGEOn SystemPURCH  §° Y2
Determination of Net Energy Costs incurred and KWHr Purchases 0280

oyeliminary Estimate for the month of October 2003

Company Name MWHrs Demand Option Premium Energy Charge Total EA Tons

. Alcoa Power Generaling Inc. d/bla APG Trading [APGT M) 320 $0.00 $0.00 $6.080.00 $6,080.00
2  ARegheny Energy Supply Company LLC (AETS M) 1.794 0.00 0.00 3321450 33,214.50
3 Ameren Energy as Agent {Amaren Energy E) 5,200 000 0.00 150,300.00 150,300.00
4  Ametican Electric Power Setvice Corporation {(American Elec Powr | 85,958 000 0.00 1,918,340.00 1,918,340.00
5  Associated Electric Cocperative, Inc. (AECIM) 40 0.00 0.00 1,520.00 1,520.00
6 Big Rivers Electric Corperation (Big Rivers Elec Co E) 539 000 .00 13,540.00 13,540.00
7  EBrastan Energy Marketing Inc, (Brascan Energy E) a5 000 0.00 212328 212325
8  Buckeys Power (BUCKM M) 3.030 0.00 0.00 11629500 116,295.00
8  Cargil Power Markets, LLC {Cargill Pow Mar E) s 0.00 0.00 WE77.00 10.677.00
10 Centrallllincis Light Company (Cantral Binois LLE) 2520 0.00 0.00 8793200 87.932.00
11 Cinergy Capital & Trading, Inc. ({CCT) 0 D0 403,000.00 0.00 403,000.00
12 Constellation Power Source, inc. (Constellation Powr E) 1,600 0.00 0.00 40,100.00 40,100.00
13 Consumers Enargy Co. (Consumers Enargy E) 230 0.00 0.00 12,440.00 12,440.00
14 Covert Generating Company, LLC (Coverl Generaling E) 42,359 c.0o 0.00 461,848.00 461 846,00
15 OTE Energy Trading, Inc. (DTEET M) 4,880 0.00 0.00 87,360.00 67,360.00
16 Dayton Power & Light Company (Dayton PowerdLight E) 2346 000 0.00 77132040 77,320.40
17 Dayton Powsr & Light Company adj related to Maimi Fort 5 0 c.00 0.00 80,000.00 80,000.00
18 Detroit Edison Company (The) {Detroit Edisen Co E) 975 Q.00 0.00 35,587.50 3558750
18  Dominlon Energy Marketing, Inc. (Dominion Enrgy Mear E) 2,400 0.00 0.00 65,000.00 65,600.00
20 Duke Energy Trading and Marketing LLC {DETM M) 34,048 0.00 0.00 1,055,344 50 1,055244.50
21 Duke Power Company {Duke Power Co E) 2325 0.00 0.00 85 500.00 85,500.00
22 Edison Mission Marketing & Trading inc. (Edison Mission MAT E) 680 000 0.00 1€,261.00 16,261.00
23 Exelon Generation Company, LLC (ExelonGenerationCo E) 690 0.00 0.00 24,436.00 24,436.00
24  FirstEnergy Solutions Corp. (FirstEnergySolut £) 1,850 0.00 0.00 49,425.00 49,425.00
25 Hoosiar Energy Rec, Inc. {(Hoosler Energy Rec E) 805 0.00 000 18,135.00 18,135.00
26 Indlanapofis Power & Light Company (Indianaplis PwrLtE) 13,042 000 0.00 278,185.50 278,185.50
27 J Aron & Company (J) Aron & Company E) 50 0.00 .00 68750 657.50
28  Kansas City Pawer & Light Company (KCPLPS M) 4 0.00 0.00 15,558.00 15,598.00
29 LGAE Energy Markating Inc. (LGAE Energy Mitg E) 1,358 0.00 0.00 26,930.00 26,930.00
30 LGE/XU{LGEXJE) 7,700 050 0.00 232,050.00 232,650.00
31  Lebanon, OH - City of R EBANON OM E) 0 0.00 16,230.05 0.00 16,220.05
32 Mirant Americas Energy Mackeling, LP. (MAEM M) 4,050 0.00 0.00 69,337.50 69,337.50
o +Morgan Stanley Capita) Group inc. (Morgan Stanley E) 800 0.00 0.00 22,640.00 22,640.00

/Northern Indiana Pubkc Servce Company (NIPSGE M) 3,750 00 0.00 §2,625.00 82,625.00
35  Nonthern States Power Co, (Norhem Sars Pwr E) 150 000 0.00 3,300.00 3.300.00
3% OVEC 108 469 0.00 0.00 2,544,628.10 254462810
37 Sempra Energy Solutions (Sempra Enrgy Sokn E) 720 0.00 a.00 10,080.00 10,080.00
38 Sempra Energy Trading Corp. (SETC M) 800 0.00 0.00 21,320.00 21,320.00
39 Southermn indiana Gas & Electric Company (Southemn IN G&E E) 4,260 000 0.00 98,405.00 99.405.00
40 Splt Rock Energy LLC (Spiit Rock Energy) 649 000 0.00 14,278.00 14.278.00
41 Strategic Energy, LLC (SEL M) 70 000 0.00 1,400.00 1,400.00
42 Tenneszee Vallay Authority (TVAPT M) 3375 0.00 000 85,550.00 95,550.00
43 The Energy Authority {The Eneigy Auth E} 3,784 0.00 0.00 114,768.50 114,7688.50
44 Wabash Valley Power (Wabash Valley PowerE) a 0.00 0.00 810.00 B10.00
45 Westar Energy, Inc. (Westar Energy E) 1,010 0.00 0.00 35 000.00 35,000.00
48 PS5l generation for CGE's Native Load 0 0.00 0.00 0.00 0.00 0.00
47 PS5l generation for CGE's Trading Sates 203,751 0.0 0.00 4,197,868 .44 4,197,669.44 1.457.33
43  Adjustment to Tie (266,234) 0.00 0.00 0.00 0.00
Section Totals T AT128____ §0.00___ $419,230.08  $12208641.69 $12,114,871.74__ ST AG7.38

S Ensrqies fransferred Re
49  American Eloctric Power Service Corporation (Amefican Elec Powr t 3,200 ’ $0.00 $0.00 $145,200.00 $115.200.00
50 BF Energy Company (AMCO M) 18,400 0.00 . 0.00 570,400.00 570,400.00
51 PS5l re: purchases for native load - 3,200 0.00 0.00 97 00000 97,000.00
Section Totals 24,800 $0.00 $0.00__ $76260000 _ S782,60000 30.00_
Grand Tolals

[Of the purchased power above the folcwing 15 the breakdown MWHS DEMAND OFTIONS . ENERGY TOTAL
Purchases for Load excluding Intercompany Transfer
Forwards On System

T ] 0.00 403,000.00 - 4003,000.00
Total Forward Purchases On System [} 0.00 403 00D .00 .00 000,00
Forwards Off System
CCT 1 0.00 - 0.00
Total Forward Purchases Off System (1) o00 0.00 0.00 0.00 |
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o5 Sehedute 4 Report (2569 FDENTIAL PROPRIETARY
etermination of Net Energy Costs incurred and KWHr Purchases TRADE SECRET
rafiminary Estimate for the month of December 2003
Company Name MWHrs Demand  Option Premium  Energy Charge Total EATons
n-System Energy
1 Ameren Energy Marketing Company {Ameren En Mk Gt 8,808 30.00 $0.00 $269,684.75 $269,684.75
2 Ameren Energy as Agent (Ameren Energy E) 13,725 0.00 000 398,000.00 398,000.00
3 American Electric Power Service Corporation {Americar 116529 000 0.00 3,820.226.00 3.520,226.00
4 Aquita Merchant Services, inc. {Aquila Merchant E) 1.580 0.00 0.00 31,959.00 31,959.00
5 Associated Electric Cooperative, Inc. (AECI M) 450 c.oa 0.00 22.700.00 22,700.00
& BP Energy Company (AMCC M} 5,600 .00 0.00 176.,920.00 176,820.00
7 Big Rivers Electric Corporation {Big Rivers Elec CoE) 175 0.00 0.00 7,350.00 7.350.00
8 Brascan Energy Marketing Inc. (Brascan Energy E) 5800 0.00 0.00 180,400.00 180,400.00
9 Buckeye Power (BUCKM M) 4,448 0.00 0.00 167,772.50 187.772.50
10 Casgill Powas Markets, LLC (Carglli Pow Mar E) 17,892 0.00 0.00 533.522.00 533,522.00
11 Cinergy Copital & Trading, Inc. (CCT) 0 0.00 403,000.00 000 403,000.00
12 City of Hamilton (Hamilton E) 1.000 0.00 0.00 23.475.00 23,475.00
13 Conecliv Energy Supply, Inc. (CHCT M) 7,200 0.00 0.00 162,000.00 162.000.00
14 Constellation Power Souree, Ing. {Constellation Powr E) 5875 0.00 0.00 156,250.00 156,250.00
15 Consumners Energy Co, (Consumers Energy E) 850 0.00 0.00 42,750.00 42,750.00
16 Corat Power, LL C._ (CORP M) 800 0.00 0.00 37.600.00 37.600.00
17 Covert Generaling Gompany, LLC {Covert Generating E 83,304 0.00 0.00 2,219,507 .00 2,149,507.00
18 DTE Energy Trading, inc. {DTEET M) 11,650 0.00 0.00 322,437.50 322.431.5)
19 Dayton Power & Light Company {Dayion PowsraLight £ 59,450 0.00 0.00 1878594000  1,878,84000
20 Detroit Edison Company (Tha} {Defrolt Edizon Co E) 250 G600 0.00 11,650.00 11,850.00
21 Daminien Energy Marketing, inc. (Dominion Enngy Mar 1.600 000 0.00 45.440.00 45,440.00
22 Duke Energy Trading and Marketing LLC (DETM M) 27,649 0.00 0.00 887,104.25 B887,104.25
23 Duke Power Company {Duke Power Co E} 150 0.00 0.00 7.800.00 " 7,800.00
24 Eagle Energy Pariners |, L.P. (Eagle Enargy E) 456 0.00 0.00 1593000 1593000
25 East Kentucky Power Cooperative, nc. (EKPCPM M) 50 0.00 000 1,150.00 1,150.00
26 Edison Mission Marketing & Trading inc. (Edison Missi 6.129% 000 0.00 187,480.60 167,480.00
27 EnergyUSA-TPC Corp. (EneigyUSA TPC E) 6525 0.00 a.00 17411250 174, 112.50
- 28 Entergy-Koch Trading, LP (EntesgyKochTrading E} 7.800 0.00 0.00 298,400.00 258,400.00
29 Exelon Generation Company, LLC {ExelonGenerationC 450 0.00 0.00 18,650.00 18,650.00
30 FirstEnergy Solutions Corp, (FustEnergySolut E) 100 0.00 0.00 2,000.00 2,000.00
31 Hoosiar Energy Rec, Inc. (Hoosier Energy Rec Ej 1,585 0.0¢ 0.00 3133000 31.30.00
32 Indiamapolis Power & Light Company (ndianaphs Pwrd 10,430 0.0c 0.00 262,588.00 262,388.00
33 J Aren & Company (4 Aron & Company E) 12,045 000 0.00 324893875 324.908.75
34 Kansas City Power & Light Company {KCPLPS M) 100 0.00 0.00 5,050.00 £,050.00
35 LGAE Energy Marketing Inc, {LGAE Energy Miig E) 1,750 6.00 0.00 £2,050.00 §2,050.00
36 LGEXKU L GEXU E) 7975 0.00 0.00 229,787.50 229,767 50
37 Lebanon, OH - City of {LEBANON CH E) ] 0.00 16,230.00 0.00 16.230.00
38 Maniloba Hydro Electric Board (The) (Manitoba Hydro E 50 0.00 000 800.00 800.00
39 Mirant Amsricas Enargy Marksting, L.P. (MAEM M) 3,200 0.00 0.00 €8,700.00 68,700.00
40 Northemn indiana Public Service Company (NIPEGE M) 8018 0.00 a.00 174 857 50 174,857.50
41 Northern States Power Co. {Morthern Stats Pwr E) 200 0.00 9.0 9,600.00 9,600.00
42 Obla Valley 127,945 0.00 000 2503628.10 2,803,528.10
43 PSEG Energy Rescurces & Trade LLC (PSET M) 14,120 0.0 0.00 457.830.00 457,830.00
44 Public Service Company of Colorads (Public Serv Co C 1,500 0.00 0.00 83,8000 £3.500.00
43 Select Enargy. Inc. {Select Energy Inc E) 1,600 ¢.00 000 60,800.00 60,800.00
48 Sempra Energy Trading Corp. (SETC M) 800 0.00 0.00 38,000.00 38,000.00
47 South Cardling Electric & Gas Company (South Carotin 800 0.00 0.00 14,800.00 14.800.00
48 Southern Indlana Gas & Eletric Company (Southern IN 3323 0.00 0.00 113,770.00 113,770.00
49 Split Rock Enetgy LLC (Spit Rock Energy) &00 0.00 0.00 31,600.00 31,600.00
50 Strategic Energy. LLC (SEL M) 1,408 0.00 0.00 33,792.00 33,792.00
51 Tenaska Power Services Co, (Tonaska Powsr Serv E) 522 0.00 0.00 2477300 24,773.00
52 Tennessee Valley Authority (TVAPT M) 23450 0.00 0.00 803,850.00 B03.950.00
53 The Energy Authority (The Energy Auth E) 2,469 0.00 0.00 76,943.00 76,943.00
54 TransAlta Energy Marketing (US) Inc. (TransAla Energ: 103 0.00 0.00 586500 5,665.00
55 WPS Energy Services, Inc. (NPS Energy Service E) 8450 0.00 0.00 144.500.00 144,500.00
56 Wabash Valley Power (Wabash Vallay PowerE) 850 0.00 0.00 40,120.00 40,120.00
57 Westar Enetgy, Inc. (Westar Energy E} 1,960 0.00 0.00 93,200.00 93,200.00
58 Willlams Power Company, Ing, (Williams Power E) 4,800 0.00 0.00 14130000 141,800.00
59 PSl generation for CGE's Native Load o 0oo D.oo 000 .00 0.00
60 P51 generation for CGE's Trading Sales 6,737 0.0C D.00 122.702.36 122.702.36 4954
€1 Adjustment 1o Tie {151,052} 0.00 0.00 0.00 0.00
ection Totals 488,150 $0.00 $419,230.00 $1 BM2,68571 $18,861.91611 4954
fi-System Energies transferred to Gn-Systern Repori
62 BP Energy Company (AMCO M) 17 600 $0.00 $0.00 3545 600.00 $545,600.00 000
Clnergy Confidential /512004 3:27 PM Page 1 of 2
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" Section Totals 17,800 $0.00 $0.00 $645600.00  $645,600.600 _ 0.00
77 ~dTotals B05,7E0 $0.00 $413,230.00 _$13,996,285.71 319,407 515.79 49,54
the plrchased power above the follomng 13 the breat | MWHS CEMANG . OPTIONS ENERGY TOTAL
Purchases for Load excluding inlercompany Transler
Forwards On System
lcCT 0 0.00 403,000.00 - 403,000.00
Total Forward Purchases On System [4] Q.00 403.000.00 a0 403,000.00
Forwards Off System
CCT ' Q 0.00 0.00 . 0.00 ,
Total Forward Purchases Off System [] 0.00 0.00 ) 0.0
Forward Book Quts
gy Power Mkig o 0.00 000 - 0.00
dison Mission 0 0.00 0.00 - 000
Tolal Forward Book Qut Purchases 0 0.00 0.00 0.00 0.00
[Total Forward Purchases ] 0.00 403,000.00 0.00 403,000.00
: 127,045 000 0.00 2,003 62810 2.503,628.10
Amarican Electric Power Co 0.00 0.00 0.00
_ 0.00 0.00 0.00
East Kentucky Power Coop ‘ 000 0.00 0.00
Hoosier Energy Rec D.00 0.0¢ 0.00
Indianapalis Power & Light 0.00 0.00 0.00
LGEKL 0.00 0.00 0.00 }
Morthern Indiana Public Service Co .00 0.00 0.00
Southem Indiana Gas & Electric 0.00 0.00 000
American Electric Power Co 0.00 0.00 0.00
ylon Fower & Light [1] 0.00 0.00 0.00 0.06
East Kentucky Power Coop 1] 000 0.00 Q.00 0.00
Louisville Gas & Electic 0 0.00 2.00 000 0.00
MNorthern Indiana Public Service Co 0.00 0.00 o0
Adj to tie 1o Prelim Pace 0.00 0.00 (555.92) (555.90)
Total Hourly Purchases ) 12?,!4; 0.00 0.00 3.903,6?2.1! 2,903,5 H’-i []
Hourly Transfer from Ofl System
American Electric Power Co 0 a.00 Q00 0.00 0.00
East Kentucky Power Coop 1] 0.00 0.00 2.00 0.00
Energy Rec 0 0.00 D.00 000 000
fanapolis Power & Light 0 0.00 0.00 0.00 0.00
LGE/XY Q 0.00 Q.00 Q.00 o0Q0
n indiana Public Service Co 0 2.00 0.00 000 000
s Indiana Gas & Electric [*) .00 0.00 D.00 0.00
[Total Hourly Transfer Purchases 0 0.00 0.00 D.00 0.
[Total Hourly Pgm: hases 127,945 0.00 0.00 2903,07218 maoraie
Transfar ftom PS!
|Psi generation N 0.00 0.00 Q.00
[1] 0.00 0.00 - 0.00
Total Purchases for Load 127,945 $0.00 $403,000.00 $2,903,072.18 $3,306,072.18

505750 3033998 QD
(1517,465) generation

{10,784) locp
505,750
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Ohio Energy Group First Set Data Requests
CG&E Case No. 03-93-EL-ATA

Date Received: February 25, 2004
Response Due: March 8, 2004

QEG-DR-01-015
REQUEST:

15. For each month January 2005 through December 2005, please provide the Company’s
budget/projection of RTC revenues assuming CG&E’s Electric Reliability and Rate
Stabilization Plan is approved.

RESPONSE:
Following are the Company’s budgeted RTC revenues (in thousands) by month
for 2005:
Jan 11,339
Feb . 10,456
Mar 10,140
Apr 9,196
May 9.260
Jun 10,856
Jul 12,319
Aug 12,502
Sep 11,652 ] ‘
Oct 9,569 mm_paot‘ﬂ\g"a ¥
Nov 9,445 CONFIDER S e cRET
TRADE
Dec 10,659
2005 127,393

WITNESS RESPONSIBLE: John P. Steffen
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Ohio Energy Group First Set Data Requests
CG&E Case No. 03-93-EL-ATA

Date Received: Kebruary 25, 2004
Response Due: March 8, 2004

OEG-DR-01-016
REQUEST:

16.  For each year 2005 through 2010, please provide the Company’s most recent
budget/projection of RTC revenues, both under the Commission’s authonty granted in
Case No. 99-1658-EL-ETP, et. al,.and under the Company’s proposed Electric
Reliability and Rate Stabilization Plan, including the effects of the proposed two year
extension for the residential customers.

RESPONSE:

The most recent budget/projection of implicit and explicit RTC revenues under the Commission’s
authority granted in Case No. 99-1658-EL-ETP is shown in the table below:

2005 $127 mllion
2006 $128 million
2007 $130 rllion
2008 $132 mllion
2009 $85 million
2010 $90 million

The Company has not yet calculated the magnitude of the RTC revenues under the proposed
Electric Reliability and Rate Stabilization Plan.

CPRIETARY
m“fmmgécm

WITNESS RESPONSIBLE: John P. Steffen
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Ohio Energy Group First Set Data Requests
CG&E Case No. 03-93-EL-ATA

Date Received: February 25, 2004
Response Due; March 8, 2004

OEG-DR-01-017
CONFIDENTIAL PROPRIETARY TRADE SECRET

REQUEST:

17.  Please provide a copy of all studies prepared by or on behalf of CG&E that describe
and/or quantify how much RTC revenue CG&E will collect through 2010 under the
Stipulation approved in Case No. 99-1658-EL-ETP.

RESPONSE:

CONFIDENTIAL PROPRIETARY TRADE SECRET

See the -attachmcnt, taken from Exhibit No. LIP-R-2, Page 3 of § from Case No. 99-
1658-EL-ETP.

Also, see responses to questions OEG-DR-01-14 and OEG-DR-(01-16.

WITNESS RESPONSIBLE: John P. Steffen
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Ohio Energy Group First Sef Data Requests
CG&E Case No. 03-93-EL-ATA

Date Reccived: February 25, 2004
Response Due: March 8, 2004

OEG-DR-01-045
REQUEST:

45.  Please provide a functionalized income statement for calendar year 2004,

separating electric from gas, and further separating electric into generation,
transmission, and distribution.

RESPONSE:

Please see the attached for income statements for CG&E’s electric and gas
segments and for the combined company. Statements separating electric into
generation, transmission, and distribution functions are not avatilable.

WITNESS RESPONSIBLE: John P. Steffen
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Ohio Energy Group First Set Data Requests
CG&E Case No. 03-93-EL-ATA

Date Received: February 25, 2004
Response Due: March 8, 2004

OEG-DR-01-046
REQUEST:

46.  Please provide a functionalized balance sheet for calendar year 2004, separating
electric from gas, and further separating electric into generation, transmission, and
distribution.

RESPONSE:

See the attached for balance sheets for CG&E’s electric and gas segments and for
the combined company. Statements separating eclectric into generation,
transmission, and distribution functions are not available. '

WITNESS RESPONSIBLE: John P. Steffen
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I LT Ta P LA A RS
MECEIVES-LOCETHI LR Ohio Marketers Group’s Second Set Interrogatories
WELRAY 25 £l S 57 CG&E Case No. 03-93-EL-ATA
' Date Received: May 20, 2004
SRR Response Due: May 24, 2004
OMG-INT-02-007
REQUEST:

7. Please provide the number of kWh sold to customers other than retail customers (“Off
System™) by CG&E in 2003,

RESPONSE:
CONFIDENTIAL AND PROPRIETARY TRADE SECRET INFORMATION
Objection. This interrogatory requests information that is not relevant or reasonably
calculated to lead to admissible evidence because the off system sales includes the results
of CG&E’s non-regulated wholesale trading operations, not limited to sales from

CG&E’s generating facilities. Subject to this objection, the amount is 158,487,904
MWh.

WITNESS RESPONSIBLE: John P. Steffen
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Ohio Marketers Group’s Second Set Interrogatories
CG&E Case No. 03-93-EL-ATA
Date Received: May 20, 2004
Response Due: May 24, 2004
OMG-INT-02-008
REQUEST:
8. Please provide the gross revenue collecied by CG&E Off System power sales in 20037
RESPONSE:
CONFIDENTIAL AND PROPRIETARY TRADE SECRET INFORMATION
Objection. This interrogatory requests information that is not relevant or reasonably
calculated to lead to admissible evidence because the off system sales includes the resulis

of CG&E’s non-regulated wholesale trading operations, not limited to sales from
CG&E’s generating facilities. Subject to this objection, the amount is $5,302,641,167.

WITNESS RESPONSIBLE: John P. Steffen
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1 (The following is confidential 1 A. Our proposal that existed at the

2 testimony.) 2 time of this data response included the

3 EXAMINER KINGERY: Anybody who is 3 provision that to the extent we exceeded the

4 not a signatory of the confidentiality agreement 4 cap, the 10 percent cap, in any year, we would

5 then will need to leave the room for this part 5 defer the excess for recovery in subsequent

6 of the hearing. 6 years. That provision does not exist in the

7 MR. RANDAZZO: We have signed, Dan 7 stipulation that was filed in this case.

8 Neilsen has signed, but if I need to sign 8 (. With regard to the dollar amounts in

9 personally, I can. ‘ 9 the second column under "current year revenue
10 MR. COLBERT: I'm just trying to 10 requirement,” are those numbers still the same
11 remember who has signed. Iknow Dave has 11 even though the cap has changed in the
12 signed. 12 stipulation?
13 EXAMINER KINGERY: Are you with 13 A. As Lindicated, all of these are
14 CG&E? 14 estimates. When you look at the POLR and look
15 MR. COLBERT: Yeah, they're all with 15 at the kinds of things that are included in the
16 the Company. 16 POLR, particularly with regard to environmental
17 EXAMINER KINGERY: Okay. 17 expenditures, the assumptions that you make
13 MS. HOTZ: OCC would like this 18 about what compliance plan will be in place,
19 document marked Exhibit 12, please. 19 what the legal requirements will be, et cetera,
20 EXAMINER KINGERY: It will be so 20 will cause the numbers to change.
21 marked. 21 So I guess I would just kind of
22 (EXHIBIT MARKED FOR IDENTIFICATION.) | 22  qualify my answer by saying if you made the same
23 --- 23  set of assumptions, you would get to the same
24 24  set of numbers.

L} 14

1 CROSS-EXAMINATION 1 Q. But the stipulation does not change

2 By Ms. Hotz: 2 these numbers; is that right?

3 Q. Good morning, Mr. Steffen. 3 MR. FINNIGAN: I'm going to object.

4 A. Good morning, 4 You mean the total cost or the itotal that could

5 Q. Do you recognize this docnment 5 be recovered under the revised caps?

6 marked OCC Exhibit No. 127 6 MS. HOTZ: I mean the mmbers in the

7 A. Ido. 7 second column under Current Year Revenue

8 Q. And you're respousible for this 8 Requirement.

9 response? 8 Q. Do those change pursuant to the
10 A Tam 10 stip? :
11 Q. How did you calculate this discavery 11 A. The stip changed the caps for each
12 respomse? 12  year, but if you made a similar set of
13 A. Basically, we logked at some 13  asgumptions about the items that go into the
14 estimated costs going forward, the costs being 14 calculation of the revenue requirement, if you
15 those costs that would be included in the POLR 15 made those same assumptions, these numbers would
16 calculation, and calculated a revenue 16 not change pursuant to the stipulation.
17 requirement thereon, looked at those, relative to 17 Q. Is there any reason why you would
18 the cap that was then proposed, which was 10 18 make other assumptions since the stipulation?
19 percent, calculated the camryovers, and the 19 A. To me, the most significant item of
20 final column of the chart shows the cap amounts, 20 variance is the environmental expenditures. I'm
21 or the recovery amounts for each of the years in 21  certainly not an environmental expert. I rely
22 question and, again, all on a projected basis. 22 on the people in our environmental area to make
23 Q. So when you say you calculated the 23  those kinds of estimates.
24 carryovers, what do yon mean by that? 24 My understanding is that's very

; 1 (Pages 11 to 14)

Armstrong & Okey, Inc. Columbus, Ohio (614) 224-9481
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(The following is confidential
testimony.)

EXAMINER KINGERY: Anybody who is
not a signatory of the confidentiality agreement
then will need to leave the room for this part
of the hearing.

MR. RANDAZZO: ﬁe have signed, Dan
Neilsen has signed, but if I need to sign
personally, I can.

MR. COLBERT: I'm just trying to
remember who has signed. I know Dave has
signed.

EXAMINER KINGERY: Are you with
CG&E?

MR. COLBERT: Yeah, they're all with
the Company.

EXAMINER KINGERY: Okay.

MS. HOTZ: OCC would like this
document marked Exhibit 12, please.

EXAMINER KINGERY: It will be so
marked.

(EXHIBIT MARKED FOR IDENTIFICATION.)

 CONFIDENTIAL

11

Armstrong & Okey, Inc. Columbus, Chio (614) 224-9481




10

11

12

13

14

15

16

17

i8

19

20

21

22

23

24

02835

CROSS-EXAMINATION
By Ms. Hot=z:
Q. Good morning, Mr. Steffen.
A, Good morning.
Q. Do you recognize this document
marked OCC Exhibit No. 12?
A. I do.

Q. And you're responsible for this

response?

A, I am.

Q. How did you calculate this discovery
response?

A. Basically, we looked at some

estimated costs going forward, the costs being
those costs that would be included in the POLR
calculation, and calculated a revenue
regquirement thereog, looked at those relative to
the caprthat was then proposed, which was 10
percent, calculated the carryovers, and the
final column of the chart shows the cap amounts,
or the recovéry amounts for each of the years in
question and, again, all on a projected basis.
Q. 80 when you say you calculated the

carryovers, what do you mean by that?

12

Armstrong & Okey, Inc. Columbus, Chio (614) 224-9481
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A, Our proposal that existed at the
time of this data response included the
provision that to the extent we exceeded the
cap, the 10 percent cap, in any year, we would
defer the excess for recovery in subsequent
years. That provision does not exist in the

stipulation that was filed in this case.

Q. With regard to the dollar amounts in

the second column under "current year revenue
requirement, " are those numbers still the same
even though the cap has changed in the
stipulation?

A. As I indicated, all of these are
estimates. When you look at the POLR and look
at the kinds of things that are included in the
POLR, particularly with regard to envirommental
expenditures, the assumptions that you make
about what compliance plan will be in place,
what the legal requirements will be, et cetera,
will cause the numbers to change.

So I guess I would just kind of
gualify my answer by saying if you made the same
set of assumptions, you would get to the same

set of numbers.

13

Armstrong & Okey, Inc. Columbus, Ohio (614) 224-9481
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Q. But the stipulation does not change

these numbers; is that right?

MR. FINNIGAN: I'm going to object.‘
You mean the total cost or the total that could
be recovered under the revised caps?

MS. HOTZ: I mean the numbers in the
second column under Curxrent Year Revénue
Réquirement.

Q. Do those change pursuant to the
stip?

A. The stip changed the caps for each
year, but if you made a similar set of
assumptions about the items that go into the
calculation of the revenue requirement, if you
made those same assumptions, these numbers would
not change pursuant to the stipulation.

Q. Ia there any reason why you would
make other assumptions since the stipulation?

A. To me, the most significant item of
variance is the environmental expendituies. I'm
certainly notfan environmental expert. I rely
on the people in our envirommental area to make
those kinds of estimates.

My understanding is that's very

14

Armstrong & Okey, Inc. Columbus, Chio (614) 224-9481
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fluid now, so I can't say that I would make a
different set of assumptions today, but I
wouldn't represent that there may not be an
equally valid different set of assumptions
today. This is very fluid.

Same with the Homeland Security,
it's not a major éomponent of that, but again,
as the thinking evolves on what needs to be done
to protect the electric system, costs could
increase over what was anticipated at this point
in time.

S0 I really don't know anything
today that I would tell you would or would not
change these numbers. I think it's just
important td note that at any point in time the
assumptions you make will drive the result.

Q. But that's'completely independent of
the stipulation.

a. Yes. The stipulation deals only
with the caps, not the items included in the
calculation of the POLR. It just deals with the
amount of the cap that applies to the amount of

the calculated POLR.

MS. HOLZ: I'm finished with this

15

Armstrong & Okey, Inc. Columbus, Chio (614) 224-9481
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section dealing with this confidential document.
EXAQINER KINGERY: Okay, let's go
off the record for a minute.
{(Discussion held off the record.)

EXAMINER KINGERY: Do you have any

redirect?

MR. FINNIGAN: May we have just a
moment?

EXAMINER KINGERY: Yes.

MR. FINNIGAN: No redirect on this
point.

EXAMINER KINGERY: All right, thank
you. Okay, this will be the end of the
confidential portion of the transcript.

{(This concludes the confidential

transcript.)

15
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OCC EXHIBIT

BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

Consolidated Duke Energy Ohio, Inc., Rate
Stabilization Plan Remand and Rider
Adjustment Cases.

) Case Nos. 03-93-EL-ATA

) 03-2079-EL-AAM
) 03-2081-EL-AAM
) 03-2080-EL-ATA
) 05-724-EL-UNC

) 05-725-EL-UNC

) 06-1068-EL-UNC
) 06-1069-EL-UNC
) 06-1085-EL-UNC

CONFIDENTIAL
SUPPLEMENTAL TESTIMONY
OF

MICHAEL P. HAUGH

, ON BEHALF OF
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL
10 West Broad Street, Suite 1800
Columbus, OH 43215

April 17, 2007
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ARE YOU THE SAME MICHAEL P. HAUGH WHOSE TESTIMONY WAS
PREVIOUSLY FILED IN THIS CASE?

Yes.

WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL TESTIMONY?

The purpose of my testimony is to address the Stipulation filed on April 9, 2007
in this case (“2007 Stipulation”). I recommend that the Public Utilities
Commission of Ohio (“PUCO” or “Commission”) not approve the 2007
Stipulation because it does not meet the criteria regarding the reasonableness of a

stipulation.

WHAT IS YOUR UNDERSTANDING OF THE CRITERIA THE
COMMISSION USES TO EVALUATE A STIPULATION?

[n the past, the Commission has applied a three-part test in determining if a
stipulation should be adopted. The three-part test asks three questions. First, is
the stipulation a product of serious bargaining amang capable, knowledgeable
parties? Second, taken as a package does the stipulation benefit ratepayers and
the public interest? Third, does the stipulation violate any important regulatory
principle or practice? My testimony will address the second and third parts of the

test.
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DOES THE 2007 STIPULATION BENEFIT RATEPAYERS AND THE
PUBLIC INTEREST?

No. There are a number of areas where the 2007 Stipulation does not benefit
ratepayers and is not in the public interest. The 2007 Stipulation is ambiguous

and meaningless in parts, and harmful to ratepayers in other parts.

WHERE DO YOU FIND THE 2007 STIPULATION TO BE AMBIGUQOUS OR
MEANINGLESS?

First, paragraph three of the 2007 Stipulation states that interested parties shall
meet to determine how to handie DE-Ohio’s management of its portiolio of coal
assets, emission allowances, and purchased power arrangements post-2008. This
paragraph does not accomplish anything except an agreement to meet and “use

9l

their best efforts to agree and make a recommendation.”™ The procurement .of
coal, emission allowances, and power raises important issues that has already
been raised and reviewed by the Auditor. Regarding the determination of how
these issues should be handled post-2008, a docket already exists for the
determination of such issues (i.e. Case 06-286-EL-UNC dealing with extension of
the rate stabilization plan post-2008). That docket already exists to address the
issues that are the subject of paragraph three, and that docket (or refated dockets)

better serves the purpose of exploring the post-2008 issues than the provision in

the 2007 Stipulation,

' 2007 Stipulation at page 5.



10

11

12

13

14

128

19

Second, there seems to be a fundamental disagreement over the meaning of
paragraph eight between DE-Ohio’s witness and the PUCO Staff (“Staff”).
During the hearing in this case held on Aprilt 10, 2007, DE-Ohio Witness Charles
R. Whitlock seemed to think that the only limitation on the use of former Duke
Energy North American Assets (“DENA Assets™) was the time frame for
purchasing the capacity. Specifically, he stated that DE-Ohio would be abie to
purchase capacity off the DENA Assets by using a series of short term (seven
days or less) purchases.” Counsel for the Staff then questioned Mr. Whitlock as to
whether his interpretation of that provision was necessarily the interpretation of
all parties or just his own.” Judging from the nature of the cross cxamination, the
intent of this paragraph from Staff’s perspective appears to be that the use of
DENA Assets would be further limited (I will discuss my perspective on this
topic later in this testimony). However, DE-Ohio seems to believe that paragraph
eight allows DE-Ohio to purchase capacity from these units whenever it wants,
assuming it is only for a seven day period, this point was confirmed by DE-Ohio
in response to OCC Interrogatory R-RR-DE-5a (MPH Attachment - S1). . The
signing of the 2007 Stipulation by both the Staff and DE-Ohio appears to mask a
disagreement over the use of the DENA Assets that should not exist at such an

early point following the execution of a stipulation.

* Transeript Vol | at page 143 (Whitlock).

* Transcript Vol | at page 156-157.
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§06. WHERE DO YOU FIND THE 2007 STIPULATION TO BE HARMFUL TO

5A46.

RATEPAYERS?

Paragraph five does not take into account the recommendation, contained in my
testimony ﬂfed on March 9, 2007,* to remove the return on the Construction
Work in Progress ("CWIP”) from the AAC. In addition, paragraph eight does not
provide adequate protection for ratepayers against DE-Ohio overcharging for the
DENA Assets. Paragraph eight allows DE-QOhio to determine the “market price”
by either using the midpoint of broker quotes, the average price of third party
transactions, or another method determined by DE-Chio and Staff.’ DE-Ohio
Witness Whitlock admitied during the hearing in this case that during situations
when DE-Ohio would purchase capacity from the DENA Assets, there are usually
very few broker quotes.® This is one reason that I opposed the use of the DENA
Assets, in my testimony filed on March 9, 2007.” When questioned how he
would determine third party transaction prices, DE-Chio Witness Whitlock used
an example of calling possible counterpartics and whatever price was offered, that
would be the price of the transaction.® The propoesed methodology to formulate a
“market price” for the DENA Assets does not provide proper protections (i.e. the
determination of costs from an objective standpoint) for customers paying the

SRT.

* Prepared Testimony of Michaet P, Haugh at pages 19-20.

* 2007 Stipulation at page 7.

® Trapscript Vol 1 at page 145 (Whitlock).

" Prepared Testimony of Michael P, Haugh at pages 13-14.

® Transcript Vol I at page 150 (Whitlock).
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WHAT COULD BE DONE TO LIMIT YOUR CONCERNS REGARDING
THE VALUATION OF THE DENA ASSETS?

First and foremost, there needs to be strict rules as to when the DENA Assets can
be used. As Istated in my testimony in this case filed on March 9, 2007, the use
of these assets should be limited to emergency situations where there are no other

options.’

Secondly, the guidelines for formulating a price for the DENA Assets need to be
more stringent. 1f there are limited broker quotes and transactions in the capactiy
market, there will be too much uncertainty regarding the true market price. If the
Company is 10 use the formula set forth in Paragraph eight of the 2007
Stipulation, for emergency situations, there needs to be a minimum number of
broker quotes and transactions to determine the price of the DENA capacity. I
suggest the Company provide a minimum of three bids and offers from three

separate brokers. 1would also suggest a minimum of three third-party

 transactions be required. Finally, when formulating a pricé there needsto be a

cap on the amount DE-Ohio is charging to the customers who are paying the SRT.
I suggest that ihe price be capped at the median price DE-Ohio has paid for
capacity during the time frame in which the emergency occurs. I believe this cap
should be implemented if any capacity from the DENA Asscts is used because the

2007 Stipulation allows for the price to be determined by an “alternative method”

% Prepated Testimony of Michael P. Haugh at pages 15.
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determined by Staff and DE-Ohio.!® As we enter the summer months and the
chances of a capacity emergency increase, a concrete method of valuation of the

DENA assets needs to be in place.

DOES THE STIPULATION VIOLATE ANY IMPORTANT REGULATORY
PRINCIPLE OR PRACTICE?

Yes. Paragraph five addresses calculations for a return on CWIP that is included
in proposed AAC charges, and violates traditiona) regulatory practices that can
and should be used to guide the development of realistic costs in order {o ensure
reasonable standard service offer rates. The Commission has stated in this regard
thrat it “will continue to consider the reasonableness of expenditures” in the AAC
category and that “[i]t is not in the public interest to cede this review.”'! A
reasonable methodology should be used to reflect actual costs for charges such as
the AAC. However, paragraph five of the 2007 Stipulation would permit a return
on CWIP that would not traditionally have been allowed in ratemaking
proceedings. I recommended removing a return on CWIP in my earlier
testimony, and | supported that recomimendation with calculations that would
reduce the AAC to 5.6 percent of “little g.” My proposed adjustment provides a

reasonable means to develop costs for the standard service offer prices.

' 2007 Stipulation at page 7.

" Entry on Rehearing at page 10.{November 23, 2004).
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1 S09. WHATIS YOUR RECOMMENDATION WITH REGARD T0O THE 2007
2 STIPULATION?

3 §SA92. 1recommend that the Commission not approve the 2007 Stipulaiion and that the

4 Commission decide this matter based on the record in this case. Specifically the
5 Commission should restrict the ability of DE-Ohio to recover capacity costs
6 associated with the DENA Assets through the SRT, except under emergency

7 situations, and disallow DE-Ohio's return on CWIP in the AAC.

9  SQ16. DOES THIS CONCLUDE YOUR SUPPLEMENTAL TESTIMONY AT THIS
10 TIME?
11 SA410. Yes, it does. However, I reserve the right to incorporate new information that

12 may subsequently become availabie,
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Qhie Consumers' Counsel
Rider Remand

Firat Sct of Interrogatorics
Duke Energy Ohio, Inc.

Cate No. 03-93-EL-ATA, et al
Date Received: April 11, 2007
Response Due: Aprif 13, 2007

R-RI-DE-5

REQUEST:
Regarding paragraph § of the April Stipulation:

a. What, if anything, would prevent DE-Ohio from overlapping periods of *7 days
or less,” or prevent DE-Chio lrom tacking one or mure periods of “7 days or less”
onto a period of “7 days or less,” in order to use former Duke Energy North
Amcrica assets for purpases af the SRT?

b. What, if anything, would prevent DE-Ohio from using the former Duke Energy
North America plants in a manner other than described by DE-Ohio Witnuss
Whitlack in his testimony an April 10, 2007 (i.e. when he described an unusual
event two or three months agu when Vennillion capacity was used to meet
capacity requirements)?

¢ How many times and fur what perikls of time, since January 1, 2006, has DE-
Ohio used DENA assets to meet iis capacity reserve margin, either for the {5
percent resefve matgin or the 4.1 percent required for MISO Module E?

d. Hawve any former Duke Energy North America plants other than the Vermillion
plant been used in the past 10 provide capacity in connection with service to DE-
Ohio’s standard service offer customers (whether compensated far or not)?

e If the response to the previous sub-part of this intertogatary is negative, why has
no other plant been used for the stated purpose?

[. How would plants other than the Vermillion plant provide the fim capacity
needed so thal they coukd be used for DiE-Ohio®s capacity tequirements, and what
are the costs other than for the capacity itself that would be needed for these
planig (i.e. other than Vermillion) to be useful to meet DE-Ohio’s capacity
requirements?



g If the “midpoint of broker quotes received” is used for pricing under sub-part “a.”
of paragraph 8, how would standard service offer customers “benefn™ (ie. as
stated in Company Remand Rider Exhibit 2, page 9, line 16) as compared with
DE-Ohio making a purchase according to the lowest broker quote?

h. How would the “broker quotes™ be documented under sub-part “a.” of paragraph
8 and how would they be audited (if at al})?

I What source{s) would DE-Ohio use 10 determine the “[a}verage price of 3" party
purchases transacted” if the “midpoint ol breker quotes received™ is used for
pricing under sub-part “b.” of paragraph 8?7

I What was the average price, by month, that DE-Ohio paid for capacily purchased
in 2006 and 20077

k. What was the highest price, by month, that DE-Ohie paid for capacity purchased
in 2006 and during what time {rame was that capacity purchased?

L In the response to the previous sub-part of this interrogatory, why did DE-Ohio
purchase the capacity?

m. On how many occasions and for what periods of time since January I, 2006 did
DE-Ohic purchase capacity on a short lerm basis (seven days or less)?

n In response to the previcus sub-part of this inlertogatory, when where those

" purchases made {i.c. provide dates) and why did DE-Ohic purchase capacity on a
short term basis (seven days or less)?

RESPONSE:

a. Assuming the referenced assels are available, nothing prevents this scenario,
however unlikely.

b. Qualified as a Designated Network Rescurce, whether the capacity is already
sold, and a lack of assurance of cost recovery from the Commission.

c. For the delivery period October 25, 2006 at no charge to consumers.

d. Neo.

e Ne economic circumstances have arisen,

f. One way would be to buy {irm transmission from a plant that is located outside of

LRB5u

the MISO Footprint to the MISO burder, from PIM for example. This would be
an incremental cost o the cost of capacity. Anocther way might be to settle the
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capacity transactions financiaily, meaning that if a PJM asset were to be utilized,
DE-Ohio could merely buy capacity from another supplier in MISO to satisfy the
Madule E Requirement, while simultanecusly selling capacity to PIM for the
asset outside of the MISO footprint. The capacity revenues from PJM and the
capacity expenses from MISQO would then be net against each other in the SRT.
This option does not have a transmission cost component but will be either a
credit or charge for the difference to the SRT.

If the “midpoint of the broker quotes received” methodology were to be
employed, it would require broker quotes that contain both buy bids and sell
offers. Conscquently, the lowest midpoint between buy bids and sell offers, which
is below the broker quote for a sell offer could be utilized.

DE-Ohio will maintain the broker quotes as part of its business records and such
records shal] be subject to the SRT audit.

DE-Ohio would use the weighted average of ali reported capacity purchases and
sales transacted contemporangously within the saine period.

DE-Ohio has net performed such calculations.

During 2006, August was the highest priced month for which capacity was
purchased at $168 per MwDay or $7.00 per MwHour. Capacity purchases were
made for the August i-2 and August 3 time frame.

The purchases were made 2 day or a few days in advance of the delivery period o
comply with M1S0O Module E requirements due to the unexpested loss of
generation or an increase in expected load obligations.

Since January |, 2006 DE-Ohip made 11 short-term purchases {seven days or
less) for the following periods:

For 2006: March 4-6; March 9-10; March 28; April 29-30 (for two separate
bloeks): July 30-31; July 17-21; August 1-2; August 3; August 25-26; October 16+
20, No short-term purchases in 2007.

Generally, the short-term purchases noted in “m” above, were made & day or &
few days in advance of the delivery period to comply with MISO Module E
requirements due 10 the unexpected loss of generation or an incrense in expected
ioad obligations.

WITNESS RESPONSIBLE: N/A
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1 1 version of the document titled Report of the
2 2  Financial and Management/Performance Audit of the
3 3 Fuel and Purchased Power Rider of Duke Energy. Do
4 4  you see that document?
5 5 A. Yes.
6 6 Q. Okay. Have you seen that document
7 7 before?
8 8 A, Yes.
9 --- 9 Q. Could you tell me how?
10 CONFIDENTIAL EXCERPT 10 A. This is a report prepared by my company,
11 FROM THE DUKE ENERGY RIDER REMAND HEARING ON } 11  Energy Ventures Analysis, and Larkin & Associates and
12 TUESDAY, APRIL 10, 2007 12 submitted in response to our assighment with the
13 - 13 Public Utilities Commission.
14 14 Q. Your assignment with the Public Utilities
15 15 Commission, could you expand on that a little bit?
16 16 Tell me how that came about,
17 17 A. Yes. We are retained under contract with
18 18 the Public Utilities Commission to perform an audit,
19 19 both a management/performance audit and a financial
20 20 audit of the fuel and purchased power rider for Duke
21 21 Emergy - Ohio for the year ended June 30th, 2006.
22 22 Q. Now, we're going to talk a little bit
23 23  about Energy Ventures Analysis, Inc., but I wanted to
24 24 differentiate, I see two associagtions mentioned on
28 30
1 1 the cover page of this document, Energy Ventures
2 2 Analysis, Inc., and Larkin & Associates. Do you see
3 3 those two?
4 4 A. Yes.
3 5 Q. Could you tell me who those — you said
6 6 Epergy Ventures was your company?
7 {Confidential Portion.) 7 A. Yes. I'm with Energy Ventures Analysis.
3 MR. REILLY: Thank you, your Honor. 8 Q. And who is Larkin & Associates?
D Q. (By Mr. Reilly) Mr. Schwartz, as I 9 A. Larkin & Associates is the financial
10  mentioned before, I put two documents in front of 10 auditor who was retained under a subcontract with
11 you, one is identified as Commission-Ordered Exhibit |11 Energy Ventures Analysis under the contract with the
12 No. 1 and Commission — 12 Public Utilities Commission,
13 EXAMINER KINGERY: Commission-Ordered |13 Q. Retained by whom?
14  Remand Exhibit 1. 14 A. Retained by Energy Ventures Analysis. We
15 Q. Commission-Ordered Remand Exhibit No. 1 15 subcontracted with Larkin & Associates to perform the:
16 and the other is Commission-Ordered Remand Exhibit | 16 financial audit.
17 1A; do you see those documents? 17 Q. And tell me what Energy Ventures Analysis
18 A, Yes, 18 is.
19 Q. Okay. I will represent to yon that the 19 A. We are a consulting firm. We do work for
20 1A is the public version of 1, all right? 20 the energy indusiry including especially the electric
21 A. Yes 2% power industry as well as coal, natural gas, and
22 Q. I wounld like to talk from mow on aboat, 22 transportation industries. We do work on fuel
23 unless 1 tell you differently, Commission-Ordered 23 procurement advice and planning. We do anditing work
24 Remand Exhibit No. 1 which is the full confidential both for regulated companies as well as for public
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1 utility commissions. 1 utility commission was in 1983 for the Public Utility
2 Q. How long have you been doing this work? . 2 Commission of Ohio, it was a management/performance
3 A. Since 1981, 3 audit of Cincinnati Gas & Electric Company.
4 Q. Energy Ventures Analysis has heen doing 4 . Would you describe for us your
5 this work since 1981, correct? 5 educational background?
6 A, Yes,sir, 6 A. Yes. ] have a Bachelor of Science in
7 Q. 1'd like to talk abant yon for a little 7 geological engineering,
8 bit. How long have you been doing this work? 8 Q. And have you done any teaching?
9 A. 1was one of the founders of Energy 9 A. No. Idon't do teaching at a school or
10 Ventures Analysis in 1981. 10 university. I frequently do lectures in front of
11 Q. Were you doing this work before 11 trade associations.
12 founding — 12 Q. And you said -- drawing your attention to
13 A. Yes, 13 Commission-Ordered Remand Exhibit No. 1, this was
14 Q. — Ventures? 14 prepared under your direction and by you?
15 A. Yes. I was with another consulting firm 15 A. Yes,sir.
16 beginning in 1977. t6 Q. In response to your contract that was
17 EXAMINER KINGERY: Excuse me one minute, | 17 ordered by the Commission.
18 I think you have to actually turn the thing upside 18 A. Yes.
19 down and right back hete there's a little on/off 19 MR. REILLY: Your Honor, with that we
20 switch. Thank you. 20 would offer Mr. Schwartz for cross-examination,
21 Q. So you've been doing the work that you've 21 EXAMINER KINGERY: Thank you.
22  just described since 1977, 22 MR. COLBERT: No questions, your Honor.
23 A, Yes, sir. 23 EXAMINER KINGERY: Thank you.
24 Q. Al right, Mr. Schwartz, would you - 24 Ms. Hotz.
32 34
1 describe for us your career history in the energy 1 CROSS-EXAMINATION
2 area? 2 By Ms. Hotz:
3 A. Yes. Ibegan work at a firm called 3 Q. Good mormng, Mr. Schwartz
4  Energy and Environmental Analysis in 1977. The 4 A. Good moming.
5 principal nature of the work were managing projects 5 Q. IfI ask you a question that's supposed
6 for the Department of Energy and the Environmental 6 to go to the financial auditor, would you please let
7 Protection Agency with regards to analyses of the 7 me know, because it's hard for me to distinguish in
8 energy business, U.S. energy policy, and the impact 8 this exactly which questions go to who?
9 of environmental regulations on energy production and 9 A. Yes, ma'am.
10 especially electricity production. 10 Q. Okay. Thank you.
11 T left that firm in 1981 and was one of # EXAMINER KINGERY: Before you get
12 the founders of Energy Ventures Analysis, and since 12 started, I'm not sure whether that one is on or not,
13 that time most of our work has been for the private 13 EXAMINER FARKAS: It's on the back.
14 sector energy industry especially with regards to 14 (Discussion held off the record.)
15 energy markets analysis, fiel procurément consulting, 15 Q. How did you come to be employed by the
16 both directly for both regulated and unreguiated 16 Public Utilities Commission of Ohlo te be an audltnr
17 companies, as well as management anditing for the 17 in this case?
18 companies and for independent regulatory agencies 18 A. We submitted a proposal in response to a
19 such as public utility commissions. 19 request for proposals, it was ] believe a two-year
20 Q. You've done auditing for public utility 20 contract, we did the audit last year and ther this is
21 commissions before. 21 the second year of the contract.
22 A. Yes,sin ‘ 22 Q. Do you have a capy of the RFF with you?
23 Q. For how long have you been doing that? 23 A. No, I don't
24 A. Tthink our first assignment for a public 24 MS. HOTZ: May I approach the witness,
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1 please? 1  this case from auditing an EFC case?
2 EXAMINER KINGERY: ¥ou may. 2 A. No.
3 MS. HOTZ: This 1s a copy of the RFP that 3 Q. Did you conduct the audit differently
4 was issued by the Commission. I don't want to mark 4 than you would have in an EFC case? )
5 this as an exhibit or anything, 5 A. Yes in one regard, in that some of the
6 MR, COLBERT: Your Honor, just for the 6 1issues in the audit related to separation of time
7 record I believe this is already an exhibit in the 7 periods with regards to whether or not some of the
8§ record from prior questioning of this witness several 8 activities took place during a period covered by the
9 years ago in this case, 9 rider FPP; that would not have been an issue in one
10 EXAMINER KINGERY: Thank you. 10 of the prior EFC cases. There would not have been a
11 Q. (By Ms. Hotz) The RFP starts behind the 11 time separation of what was within a tegulated period
12 entry, it's ahout five pages back. EVA was employed {12 and what was not.
13 by this Commission previously as an anditor in 13 Q. Do you feel ihat it hampered yvour audit
14 electric fuel component cases before such cases 14 due to this time separation?
15 ceased; isn't that correct? L5 A. T'm not sure what you mean by "hampered.”
16 A. Yes. 16 Tt certainly proposed issues that we had to analyze
17 Q). And you just said that you participated 17 and address, but I think we have covered them.
18 in one of those? 18 Q. On page 1-3 of your report you stated
19 A. More than one. 19 that one difference between the EFC and the FPP aundit
20 Q. About how many do you think you 20 was that the EFC included all costs and the FPP was
21 participated in? 21 intended to simply capture the difference between
22 A, Approximately ten. 22 current and baseline costs, correet?
23 Q. How do yon see your responsibility in 23 A, Yes,
24  this case compared to your responsibility in an EFC |24 Q. Did you find that relying on the EFC
36 38
1 case? 1 procedures and yet focusing on the difference between
2 MR. REILLY: Objection; relevance. 2 the carrent and the baseline costs rather than all
3 MS. HOTZ: Well, he addresses differences 3 costs created difficulty?
4  in his audit report between the EFC -- 4 A. There were certainly issues that had to
5 EXAMINER KINGERY: I'll allow the 5 be resolved with regards to understanding what was
6 question. ‘6 the baseline cost and what subjects were to be
7 A. Icap'tspeak from a legal standpoint, 7 addressed in both time periods in order to establish
8 but from a professional standpoint we viewed our 8 the difference. When there was a continuing EFC cach
9 responsibility as being similar to those that were at 9 year, those type of issues didn't arise.
10  issue in the electric fuel component cases. 10 Q. What kind of issnes are yon talking
11 Q. And how did you -- what led you to 11 about? How did vow resolve those issues?
12  believe that they were similar? 12 A. A couple that come to mind are with
13 A. The terms of the request for proposal and 13 regard to, one was with regards to environmental
14 their contract that resulted from it. 14 costs and what were the costs of reagent utilization,
15 Q. Im fact, under the RFP issued by the 15 or what was the cost in the baseline period, when
16 Comunission to solicit an smditor for this case the 16 there were new reagents and new issues that were
17 RFP made reference to Appendix D and Appendix E to | 17 created now that there was no baseline comparison to.
18 chapters 4901:1-11 OAC; is that not correct? 18 - Another was with regards to the
19 A. That's correct. 19 allocation of coal contracting resale activities and
20 Q. So did you take a different approach in 20 whether they occurred during the period covered by
21 auditing this case than yon would kave in anditingan |21 the FPP or not and how those costs needed to be
22 EFC case? 22  ajlocated among those periods.-
23 A. Not that I can think of, no. 23 Those are at least two issues I can think
24 Q. Did you see your goals differently in 24 of, there may have been others.

3 (Pages 35 to 38)
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1 Q. What are reagents? 1 it different?
2 A. Reagents are chemicals used in the 2 A. My recollections of the EFC process, and
3 process of removing pollutants from emissions from 3 those are somewhat older so I'm not sure I can recall
4 the power plants. 4 precisely, but my recollections of the EFC process
5 Q. A second difference that yon identified 5 are that there was one unified cost of fuel and
6 between the EFC and the FPP was that in the FPP you | 6 purchased power including emission allowances that
7 considered only the native load, correct? 7 was allocated among all groups rather than separated
8 A. I wouldn't say that we considered only 8 into the native load portion and the nonnative load
9 the native load. 1 would say that the FPP only 9 portion, of which the FPP only applied to the native
10 applies to native load customers. 10 load customers, and as a result it has created from
11 Q. Okay. But so why did you identify that 11 both a management audit and maybe even more
12  as a difference between an EFC and an FPP? 12 importantly a financial audit the necessity to
13 A. Because that affects some of the 13 account for the costs incurred for those customers
14 company's management and accounting practices with 14 separately.
15 regards to what fuel and purchased power costs are 15 MR. SMALL: We have lost some of the
16 incurred for native load customers as opposed to 16 audio portion of this.
17 nonmative load customers. 17 EXAMINER KINGERY: Let's go off the
18 MS. HOTZ: Will you please read that 18 record for just a minute.
19 answer again? 19 (Driscussion held off the record.)
20 (Answer read.) 20 EXAMINER KINGERY: Let's go back on the
21 Q. How does it affect the company's 21 record.
22 management and contracts? 22 MS. HOTZ: Will you please read the
23 A. One obvious area that comes to mind is 23 answer again?
24 the management of emission allowances where the 24 {Answer read.)
40 42
1 company has two separate accounting groups and 1 Q. During the FPP audit, once costs were
2  management decisions for the purchase and sale of 2 allocated between native load and nonnative load
3 emission allowances neaded to cover ¢missions from 3 customers did you follow any of the nonnative load
4 the coal fired power plants, one for the native load 4 costs after that allocation occurred?
5 customers and one for the nonnative load customers, 5 A. Tthink my answer is no, but you probably
6 and therefore the cost basis and the costs of 6 need to follow up on that question with regards to
7 emissions are different and are managed separately. 7  the financial auditor, and also that because the
8 Q. Why are the costs of emission allowances 8 focus of the management/performance andit was with
9 different for the native load than for the nonnative 9 regards to first the management decisions and the
10 lnad? 10 mcurring of the overall costs, that poriion was
11 A. Because there may be differences in the 11 being audited. After an aflocation, no, we would not
12 allocation of the baseline allowances allocated 12 have continued to track the costs afier allocation to
13 between customer groups and then the actual emissions |13 nommative load customers.
14 associated with generation in order to serve those 14 Q. Inthe same area of your audit report you
15 groups, as well as the timing of purchases of 15 Identify the fact that during the transition period
16 allowances in order to cover any differences. 16 CG&E operated as a deregulated entity and that CG&E's
1 ¥ Q. So in the FPP how was your focus 17 reentry into regulatory oversight with respect to the
18 different regarding the nonnative load compared to 18 FPP created 2 host of issues. What were those issues
19 your focus in the EFC? 19 as they relate to the allocation of utility assets?
120 A. Idon't understand the question. 0 A. T'll answer to the best of my
21 Q. Well, you said that - previcusly you 21 recollection. I'd like to just point out, though,
22  said that vou did consider the nonnative ioad in the 22  that you are reading from the area of our audit
23 FPP but you did it differently than you did in the 23 report that is & review of the audit from the prior
24 EFC, and I just wonder how is that different? How is |24 year, and I think these issues were thoroughly

4 (Pages 39 to 42)
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1 examined in last year's audit report and ta the best 1 Q. Do you think that the issues relating to
2 of my knowledge many, if not all of them, were | 2 CG&E's approach te fuel procurement were adequately
3 resolved between the Commission and the company with | 3 dealt with or do you believe that they compromiised
4 procedures that were then applied in this year's 4 your ability to do a fair andit?
5 audit report. 5 A. 1do not believe they compromised our
6 But to answer your question, with regards 6 ability to do a fair andit. [ beligve that many of
7 to those issues thai -- I'm merely bringing that out 7 theissues were dealt with a year ago in the andit in
8 in order to point out it's more than a year old so 8 the stipulation. There's some issues that we have
9 Il try to remember what those issues were. 9  still addressed this year with regards to the
10 One area of issues, for instance, was on 10 management approach to fuel procurement. As I'm sure
11 the question of the allocation of the zero Cost 11  you can tell from the audit repor, it doesn't mean
12 emission allowances granted by EPA to the ownership 12 that we agree with everything the company has done in
13 base of the power plants owned and/or operated by the | 13 their approach, but we have been able to andit it,
14 company and how the calculation of the allocation of 14 understand it, and comment on it to the best of our
15 the ownership of those assets was to be done among 15 ability.
16 the different customer classes. 16 Q. If you believe that CG&E's approach to
17 A second issue that was created was a 17 fuel procurement were adequaiely dealt with so as to
18 methodology to allocate the value of existing 18 not compromise your abllity to conduct a fair andit,
19 contract commitments principally for coal, but 19 why did you identify the issue of CG&E's approach te
20 potentially for any fuel supply, between native load 20 fuel procurement in your introduction?
21 and nonnative load customers. 21 A. Again, first of all, you are reading from
22 Those are two that I can recall at the 22 the portion of the repott that refers to last year's
23  present time. 23  audit, not this year's audit. But the fact that
24 Q. Do you believe that your andit was 24 CG&E's approach to fuel procurement or what this year
44 46
1 compremised by these Commissions — by these issues? { 1 is called Duke Energy - Ohio's approach to fuel
2 MR. COLBERT: Objection, your Honor. Now 2 procurement is something that would be a subject of
3 she's asking whether this year's audit was 3 continuing interest to ourselves or any management
4 compromised by issues that were resolved last year in 4 auditor that would be addressed in every year's
5 a stipulation that I believe OCC signed. 5 management audit. -
6 EXAMINER KINGERY: If the stipulation 6 So I don't think we viewed it as all
7 resolved those issues, then he can say that the 7 issues having been settied a year ago and that there
8 answer would be no. So I'll allow the question. 8 were any areas that we were not able to continue to
9 A. Tm really not sure I understand what you 9 gointo, and we did review them this year.
10 mean by "compromised.” 10 Q. On page 1-3 of your report you state that
11 Q. Were you unable to look at things that 11 CG&E believed that it had the license to evaluate and
12 you wanted to look at this year or last year hecause 12 select which approach to use in computing the FPP,
13  of these issues? 13 correct?
14 A. Yes, we were able to look at what we 14 A. Yes. Again, this was a year ago, not
15 wanted to look at. - 15 this year.
16 Q. Okay. 16 Q. Did CG&FE offer you any logic or rationale
17 EXAMINER KINGERY: You say you were able | 17 behind its selection and evaluation for the
18 to. 18 approaches it used In computing the FPP?
19 THE WITNESS: Yes, ma'am. 19 A. Yes
20 EXAMINER KINGERY: Okay. 20 Q. Did you find that you had trouble
21 Q. You alse note in the audit report there 21 understanding the logic or rationale behind CG&E's
22  was a host of FPP andit issues that related to CG&E's |22  selection and evaluation of the approaches it nsed
23 approach to fuel procurement, correct? 23 for the FPP? ‘
24 A, Yes. 24 A. Idon't understand what you mean by

5 {(Pages 43 to 46)
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1 "mouble," 1 A. To the best of my recollection, no, we
2 Q. Did you have difficulty understanding why 2 understood the logic and the basis for the decisions
3 they used the approach that they used afier they 3 that the company made with regards to calculation of
4 explained to you why they did? 4  the FPP and the varicus alternatives which they
5 MR. COLBERT: Objection, your Honor. 5 considered; some of which we agreed with, some of
6 We're questioning about last year's audit and it 6 which we disagreed with. We made recommendations a
7 might be helpful if we could move on to this year's. 7 year ago; [ don't have all of those recommendations
8 MS. HOTZ: There's no separation in this £ in front of me today. The result of those ,
9 audit report between this year's audit and last 9 recommendations was the stipulation that is
10 year's audit. There's absolutely no separation. 1€4 summarized in this section of this year's audit
11 MR. COLBERT: There's an entire section 11 report.
12 that's titled Initial Audit of the Fuel and Purchased 12 Q. On page 1-3 you note that CG&E's
13 Power Factor which is last year's andit, contains 13 elections had very significant ratepayer impacts.
14 last year's stipulation, et cetera, that's what she's 14 How did you know that CG&E's elections had very
15 asking about. The next section is titled Follow-Up 15 significant ratepayer impacis?
16 Audit of Fuel and it staris with what happened this 16 A. Because at the time in last year's audit
17 year. 17 we had either prepared ourselves or asked the company
18 MS. HOTZ: This is dated October 17th, 18 to prepare calculations of the impact on the FPP with
19 2006, this was given to us. 19 regards to different alternative definitions of what
20 EXAMINER KINGERY: We're going to allow |20 issues should be included and what should not be
21  the guestions. He did put the information in this 21  included in the FPP and how the costs should be
22 year's audit. ’ 22 allocated. So at the titne we did an analysis of and
23 THE WITNESS: I'm sorry, is there a 23 had an understanding of what the ratepayer impacts
24  question pending? 24 were,
48 50
1 MS. HOTZ: Yes. 1 Q. Do you recall the dollar amount?
2 Would you please read it again? 2 A. No. ,
3 (Question read.) 3 Q. Did those elections negatively affect the
4 A. Perhaps it was not clear from the titles 4 ratepayers or did they positively affect the
5 here in this report with regard to the sections, but 5 ratepayers?
6 Mr. Colbert is correct that the section we are 6 A, There were 2 range of potential
7 reading from titled Initial Audit of the Fuel and 7 selections and outcomes, and I would say that the
8 Purchased Power Factor is, in fact, a reference toa 8 ultimate decisions that were agreed o in the
9 sumumary of last year's audit which is what we called 9 stipulations were somewhere in the middle of the
10 the initial audit which was the period ending June 10 range of potential outcomes of what would be
11 30th, 2005. 11 favorable or unfavorable to the ratepayer.
12 And we felt it necessary, in order to 12 Q. Additionally you stated that CG&E
13 introduce this year's audit, to summarize the issues 13 continuously modified its approach to many of these
14  that had been dealt with in last vear's audit and the 14  items. Did CG&E provide rationale or justification
15 stipulation that then established the procedures that 15 for modifying its approaches? T
16 we were then auditing against for the current audit 16 A. Yes.
17 and, in fact, so far everything we are discussing was 17 Q. Were you able to determine that CG&E's
18 the summary of what we addressed in the 2005 audit, 182 meodifications were justified?
19 not in the 2006 audit. 19 A. There was a logic and a rationale; that
20 So I may not recall all of the events of 20 doesn't mean we agreed with all of those. We
21 what we dealt with a year ago as I really had not 21 disagreed with some of those and they were resolved
22 prepared to address that today, but I will answer 22 in the process of the stipulation.
23 your guestions to the best of miy ability. 23 Q. Do you recall what appreaches you did net
24 Q. Okay. 24 agree with?
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1 A. Some of them, yes, I do. 1 please explain how the sale of the older below-market
2 Q. What were they? 2 contract purchases resulted in higher coal prices?
3 A. One was with regards to the treatment of 3 A. Yes. There were some existing coal
4 mnitrogen oxide enussion allowances and ammmonia 4 contracts that were long-term contracts where the
5 reagent costs for removal of nitrogen oxides. 5 pricing -- where they had been signed at a time when
6 Another was with regards to the allocatior of margins 6 coal prices were lower, and because the coal market
7 onresale of fuel contracts. A third was the 7 price has increased, those contract prices were
8 baseline allocation of the zero cost sulfur dioxide 8 currently below market. That was the definition of
9 emission allowances at the power plants among 9 what we meant by "below market contracts.”
10 customer classes. At a minimum those were three of 10 Had those coals under those contracts
11 the issues that I recall dealing with that had fairly 11 been delivered to the power planis and burned in
12 significant impacts. 12 those power plants, the cost of coal would have been
13 Q. Were you able to calcnlate the effect of 13 less at those power plants than the cost of replacing
14 these modifications on FPP customers? 14 those coals with market price purchases. So the
15 A. Yes, we were. 15 delivered cost as reported by Duke Energy - Ohio in
16 Q. Do you recall the general dollar amount? 16 this case measured on the Federal Energy Regulatory
17 A, No. 17 Commission fortn 423 was higher because those lower
13 Q. On iooinote 3 you stated that during the 18 priced contracts had been resolved in the marketplace
19 fourth quarter a credit was not provided the FPP for | 19 and replaced by higher cost purchases at market
20 the monetization of a 2005 coal hedge that had been |20 prices.
21 previously flowed through the FPP, correct? 21 To the extent that the value - the
2 A. Yes. 22 proceeds of the resale of that coal were credited to
23 Q. Did CG&E provide a reasonable 23 the FPP in this process, that would mitigate either
24 justification for that change? 24  wholly or in part that increased cost.
52 54
1 A. Idon'trecall. Ithink you need to 1 Q. Who benefited from the sale of the older,
2 address that question to the financial auditor. 2 below-market contract purchases?
3 Q. Okay. Thanks. 3 A. I depended on the contract and the
4 On page 1-6 you state that DE-Ohio has 4 timing of the contract with regards to the
5 new senior management of the fuel procurement 5 stipulation, and the timing of the resale of the
6 functlen and state that this person has limited 6 coal; that was an issue that was addressed. in the
7 experience in the fuel area. From your experienceis | 7 stipulation last year. , :
8 it unusual for a new senior manager of the fuel 8 To the extent the resale took place prior
9 procurement function to have limited experience in 9 to the beginning of the FPP period, that is prior to
10 the fuel area? 10 January 1st, 2005, the company would have benefited .
11 A. It's difficult to generalize from my 11 from the resale of that coal based on the terms of
12 experience. 1would say it's not unusual, no, but 12 the stipulation. If the resale took place after
13 it's certainly, you know, less than 50 percent of the 13 January 1st, 2005, the proceeds from the resale
14 time if that's what you mean by "unusual.” But it's 14 would be credited to the FPP and the FPP ratepayers
15 notrare. - - : 15 would benefit. '
16 Q. Do you think that this could be a 16 Q. You state on page 1-6 under item 4 that
17 problem? 17 DE-Ohio considers iiself to be unregulated because
18 A. I think based on our review addressing 18 native load customers are not obligated to purchase
19 the issues in this case, no, we did not consider it 19 power from DE-Ohio; is that correct?
20 tobe a problem. 20 A. Yes.
21 Q. You stated on page 1-6 that the recorded 21 Q. How did DE-Qhle's perception of itself as
22  delivered coal prices are higher than they would have | 22  unregulated affect your ability to conduct this
23  been if large quantities of older below market 23  audit?
24 contract purchases had not been resold. Can you 24 A. Twouldn't say it affected our ability to
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1 conduct the audit in any meaningful way. 1 {Answer read.)
2 . Why did you bring it up in the audit 2 Q. You said something about these purchasecs
3 repert? 3 for the regulated parts are hedged for firm prices
4 A, Because if affects DE-Ohio's management 4 over a period of time; is that correct? Did I
5 decisions with regards to fuel procurement. 5 understand that?
] Q. How does it affect their management 6 A, Yes.
7 decisions? 7 Q. Okay. How is that different than active
8 A. Because to the -- DE-Ohio did not & management?
9 consider any sales to native load customers to be 9 A. The difference is that the active
10  firm for a duration beyond December 31st, 2008, 10 management is really doing two things. The objective
11  and, therefore, was reluctant to or avoided entering 11 of active management is to match to the best extent
12 into any fuel contracts that would extend past that 12 possible the commitment to sell power with the
13  date with fixed prices. As opposed to its behavior 13 commitment to supply power either by generation or
14 with regards to nonnative load customers where they 14 purchased power, and supply the inpuis necessary to
15 had contracts extending beyond that date, they 15 generate power, meaning especially the fuel supply
16 would -- DE-Ohio's practice was to attempt to match 16 and emission allowances associated with that
17  the term of the fuel contract, and when I use "fuel” 17 generation, as precisely as possible, and continue to
18 I'm including things such as emission allowances, - 18 reevalyate that position on a daily basis and, based
19 with the terms of the power sale commitment. 19 upon the reevaluation, either buying or selling
20 Q. On page 1-6 you stated that the regulated 20 additionat commitments for fucl or purchased power ar
21  part of Duke — 21 emission allowances so that there is a daily
22 EXAMINER KINGERY: Go off the record. 22 balancing of commitments to sell power with
23 (Off the record.) 23 commitments to supply power. And the cost difference
24 EXAMINER KINGERY: We are back on the 24 between the two is hedged.
56 38
1 record 1 In a portfolio management system there is
2 Q. On page 1-6 you stated that the regulated 2 not really a matching precisely of the costs to
3 part of Duke does not employ active mapagement of its | 3  supply generation with the future demand for
4 coal emission allowances and energy supply. Why do 4 electricity from all ratepayer classes because that
5 you think the regulated parts of Duke do not employ 5 demand continues for an indefinite period and is not
6 active management of its coal emission allowamces and | 6 precisely kmown.
7 energy supply? 7 Rather, the fuel supply and emission
B A. To the best of my understanding, and 8 allowance supply or purchased power supply is
9 obwviously I did not perform an audit of the regulated 9 purchased on a series of coniracts with varying
10 part of Duke so my comments are limited by my 10  lengths of commitments and varying terms and
11 knowledge, the regulated entities of Duke have 11 conditions and some portion is left unhedged at any
12 customers who will continue to purchase electricity 12 given point in time.
13 for some indefinite period in the future and are not 13 And a second difference is that under
14 constrained by a parficular time frame in which to 14 that system the portfolio is not continually
15 match their sales and their generation and, - 15 readjusted on a deily basis, which may be the active-
16 therefore, their fuel supply for generation and as a 16 part of the active management system, to consistently
17 result, to the best of my knowledge, employ a 17 true up the supply and demand for electricity.
18 portfolio method of fuel procurement which means that 18 Q. Because of the differences that you
19 some of their fuel purchases are hedged or purchased 19 identified in the FPP and the EFC audits do you
20  at firm prices for varying periods into the future, 20 believe that EVA was able to conduct an audit that
21 not necessarily matched against their best estimate 21 was adequate to determine whether DEO Ohio purchased
22 load forecast at any given point in time. 22 tuel and purchased power for Ohio customers that did
23 MS. HOTZ: Could vou read that answer 23 not hurt the Ohio customers?
24 back, please? 24 A. Fm not sure what you mean by "hurt,” but
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1 with that qualification I believe we were able to 1 purchases or oil purchases, no, in those cases
2 conduct an audit adequately and fully with regards to 2 frequently we just look at individual samples.
3 the extent of our normal practices and procedures. 3 Q. So what percentage of the actunal
4 Q. On page 1-6 you state that DE-Ohio ‘4 transactions in those cases do you think you sample?
5 employs active management of its coal emission 5 A. T'mnot sure | can quote a percentage for
6 allowance and energy supply, correct? 6 you. Ithink it varies. But depending upon the
7 A. Yes, 7  circumstances it could be anywhere from 10 percent to
8 Q. Do you believe that EVA can adequately 8 half of the transactions, as well as a complete
9 audit DE-Ohio's purchased fuel and purchased power | 9 summary on a monthly basis of the financial impacts
10  practices as long as it actively manages its coal 10 of the transactions.
11 emission allowance and energy supply? 11 Q. In the case of active management, when
12 A. There are some difficuities created by 12, you would do an audit of that kind, what percentage
13 the frequency and number of transactions entered into 13  of the transactions do yon think you wonld sample in
14 in an active management system and as a result our 14 suach an audit?
15 approach, which I believe follows standard andit 15 A. I amnotsure [ can give you a precise
16 procedures, was really to sclect examples of 16 answer, but it would probably be in the range of 10
17 transactions in order to audit specific samples 17 to 20 percent of the transactions, probably no more
18 rather than every transaction because the number and 18 than that.
19 nature of the transactions would have been too 19 Q. You define "management™ on page —
20 extensive. 20 "active management"” on page 1-6 as using transactable
21 With that qualification I believe we are 21 forward markets. What do you mean by "iransactable
22 able to adequately audit the transactions in 22  forward markets"?
23 accordance with standard auditing procedures. 23 A. Tmean a market in which a company can
24 Q. How were the samples selected that you 24 purchase or sell a product at current prices for
60 62
1 relied upon? . 1 future delivery in a transactable, meaning that it is
2« A. They were done in a random basis and -- 2 amarket where there's sufficient buyers and sellers
3 again, some of this will need to be directed to the 3 where the availability of that product, in this case
4 fnancial auditor as well -- looking at bath 4 coal or power or allowances, is such that a party can
5 individual transactions and then monthly average 5 participate either by buying or selling in that
6 calculations of costs associated both for the 6 market and be able to purchase or sell the quantity
7 purchase and sale of fuel as well as the purchase and 7 that they need on a regular basis at a price that is
8 sale of emission allowances on a regular basis. g defined in 2 market and not unduly influenced by the
9 Q. When you are auditing 2 company that does | 9 size of their transactions.
10 not use active management, do you test samples also? | 10 MS. HOTZ: Could you read that answer
11 MR. COLBERT: Objection, your Honor. We 11 again, please?
12  haven't established that he has audited companies 12 (Answer read.)
13 without active management. 13 Q. On page 1-7 you list the four conditions
14 Q. Have you ever audited a company without 14 under which margins for fuel transactions are flowed
15 active — that does not use active management? 15 through the FPP. De you think those four conditions
16 A, Yes, ma'am. 16 are reasonable?
17 Q. When yon do so, do you have to sample 17 A. These four conditions were established in
18  transactions In order to audit? 18 conformance with the stipulated agreement that was
19 A. Typically with regards to the coal 19 entered into in last year's audit, and except for the
20 transactions, they are large enough and less freguent 20 language in the parenthesis in item B, which the
21 enough that we are able to review all of the 21 company has later taken out of its procedures, we
22 transactions and supporting documentation. 22 found those provisions to be in accordance with the
23 With regards ta some of the other fiel 23 previous stipulation,
24 procurement decisions, especially natural gas 24 Q. Do you have an opinion as to whether or
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1 not those conditions are reasonable? [ and readers of this report the impact of the margin
2 MR. COLBERT: Objection; asked and 2 on the resale of preexisting commitments and wiether
3  answered. 3 or not - on the costs incurred in the FPP and the
4 MS. HOTZ: He didn't answer the question. 4  impact of whether or not that margin was credited to
5 EXAMINER KINGERY: Iwill allow the 5 the FPP account or not.
6 question. 6 Q. On page 1-7 you state that DE-Ohio did
7 A, Yes, 7 not pass through over 35 million in margins generated
8 Q. Do you think that DE-Ohio might be 8 from the resale of coal covered by paragraph D of the
S unfairly able to retain margins for fuel transactions | 2 stipulation. Do you mean that DE-Ohio did not pass
10 for its shareholders at the expense of customers who | 10 through over 35 million in margins because of
11 pay for the original fuel purchases? 11 paragraph D ef the stipulation?
12 MR. COLBERT: Objection; assumes facts 12 A. I'mnot sure I would quite agree with the
13 not m evidence about who paid for what. 13 word "because.” Maybe I could substitute "in
14 MS. HOTZ: Well, the resokd coal directly 14 accordance with paragraph D of the stipulation®; that
15 addresses that very circumstance. 15 is correct.
16 EXAMINER KINGERY: You can clarify the 16 Q. Okay. Do you believe that the resale of
17 question. 17 contract coal combined with DE-Ohio's method of
18 Q. On page 1-7 you discuss how the 18 calculating the margin on the resale of contract coal
19 calculation of the margin on the resale of contract 19  that goes to the FPP is a means whereby DE-Ohio
20 coal - what is the reason you included this 20 may - whereby DE-Ohio shareholders can benefit from
21 discussion? 21 the long-term contracts at the cost of the FFP
22 A. Tincluded this discussion because the 22 customers?
23 resale of coal was a significant issue both in last 23 A. To a certain extent, yes, with maybe some
24  year's andit and in this year's audit in dollar 24 additional modifiers in your sentence. That is, to
&4 66
| amotnts and the treatment and allocation of those 1 the extent these contracts were preexisting comiracts
2 margins between the FPP and non-FPP accounts, we 2 which were resold prior to January ist, 2005, that
3 thought that that was a significant issue and 3 would generally be correct. [ think the company
4 something that was worthy of identifying and bringing 4 might take issue of the terminology "at the expense
5 1o the atiention of the Commission and intervenors. 5 of the FPP customers,” but it is true that the net
6 Q. Yeu give an example of the calculation of 6 effect of those decisions would be to shift money
7 the margin, and you talk about — in that example you 7 that otherwise would have been credited as a lower
8 identify the original cost of coal as $40 per ton, 8 cost of coal purchased to the FPP customers had the
9 and then you talk about — in that example you talk 9 coal been delivered and not resold.
10 about how the FPP customers have to purchase it for 10 Q. On page 1-8 you state that DE-Ohio
11" $46 per ton. Does that mean that under that example 11 flattens its coal position on a daily basis, correct?
12 the FPP customers would pay $6 more per ton than they |12 A. Yes, ma'am. :
13 would have if the coal had not been resold? 13 Q. What does that mean?
14 A. Yes, but it depends on the allocation of 14 A. That means, as | previously described,
15 the $10 margin. If the $10 margin was allocated to 15 the goal of active management, meaning that on a
16 the FPP customer as a cost of coal, then the FPP 16 daily basis DE-Ohio evaluates its need for coal over
17 customer on a net basis would wind up paying $4 less. 17 the remaining term of the RSP period based on its
18  If the profit or the margin on the sale was not 18 demand for electricity, its existing commitments to
19  allocated to the FPP customer, then the FPP customer 19 purchase coal, allowances, and purchased power, and
20 pays 36 more. Again, this is a hypothetical example 20 the most economical way to supply its projected
21 used to illustrate how this works. 21 demand for electricity over that period to firm
22 Q. So what was the reason that you had that 22 customers, and then either purchases or seils coal,
23 example in there? 23 allowances, and power in order to make the supply of
24 A, In order to clarify for the Commission 24 electricity equal to the projected demand. That's
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1 what is termed as flatiening the position. 1 management by DE-Ohio to determine if DE-Ohio
2 Q. If DE-Ohio decides that its coal pesition 2 consistently followed the same methodology or used
3 islong on a day and it must sell coal, how does it 3 different methodologies from day to day in flattening
4 decide the price for the coal it is selling? 4 its coal position?
5 A. The price for the coal that it is selling 5 A, Yes.
6 on a daily basis is the market price for that coal at 6 Q. So did you find that they consistently
7 that point in time. The cost of the coal that it is 7 followed the same methodology?
8 selling is the cost of the existing commitinents to 8 A. Yes, we did.
9 purchase the coal. - 9 Q. On page 1-8 you state that EVA told
10 MS. HOTZ: Would you read that again, 10 DE-Ohio that it should be prepared to provide an
11 please? 11 audit trail and demonstrate that its approach yields
12 (Answer read.) 12  alower FPP cost. When did EVA tell DE-Ohio that?
13 Q. 1Is that existing commitments to purchase 13 A. In the prior year audit report
14  the coal? 14 recommendations.
15 A. (Witness nods head.) 15 Q. And what was DE-Ohio's response?
16 Q. When DE-~Ohio sells coal in its active 16 A. The best of my recollection in the prior
17 management, does it account for the original costof |17 year was that DE-Ohio had agreed with that and would
18 the coal it sells that day? 18 be prepared to provide that type of documentation in
19 A. Yes. 19 this year's andit.
20 Q. How does DE-Ohio decide which coal or at | 20 Q. Did DE-Ohio provide that type of
21 which original cost it will sell that day? 21 documentation in this audit?
22 A. The original cost is based upon the coal 22 A. No, we did not feel that the
23 that is committed by generating station by coal type. 23  documentation provided was adequate to address that
24 The daily transactions are typically short-term in 24 issue in our initial audit, and we tried to work with
68 70
1 nature, what hag been, yon know, sometimes used as an 1 DE-Ohio over the course of the audit to obtain
2 acronym the NYMEX coal contracts, and to the bestof | 2 additional documentation in order to analyze that.
3 my understanding the NYMEX transactions are based 3 Q. So you were never able to really make a
4 upon the average cost of the existing transactions. 4 decision.
5 The long+term contracts, when resold, 5 A. We don't believe that the documentation
6 those are not usually done on a daily active 6 provided was such to demonstrate that the approach
7 management basis for purposes of flattening a 7 was alower cost approach, no. That doesn't mean we
8 position, but rather are resold based upon an 8 have reached a conclusion that it is not a lower cost
9 analysis of the value of those contracts in the 9 approach.
10 marketplace compared to the cost of replacing that 10 Q. How could Duke demonstrate that its
11 coal. And they tend to be longer term transactions 11 approach yields a lower FPP cost?
12 done on a less frequent basis where the coal to be 12 A. By alook-back analysis comparison of the
13 resold is identified with a particular coal contract. 13 impact of a daily active management approach relative
14 Q. So do they ever use — are you saying 14 to not entering into a daily fransaction and
15 that they never use long-term contracts to flatten 15 reevaluating its portfolio on a longer term periodic
16 their position? 16 basis accounting for all of the costs of active
17 A. Not on a daily basis, no. But the 17 management as well as the differences in cost of
18 long-term contracts are part of their fuel supply in 18 fuel, allowances, and purchased power.
19 the evaluation of whether or not they have a flat 19 Q. Besides the lack of an andit trail and
20 position. And in looking at future demand far power, 20 the lack of docuumentation that active managementi is
21 yes, long-term contracts are part of what they use to 21 an economical way to manage its fuel emission
22 flatten their long-term position, but that would not 22  allowances and purchased power supply, what other
23 be considered to be a daily active management. 23  reasons is the approach problematical? And [
24 Q. Were you able to audit the active 24 developed that question from page 1-8, paragraph 8.
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1 A. Tdon't have a specific list of reasons 1 that was a process of negotiation between Duke and
2 to give you. I think some of the issues we were 2 the Commission as well as any miervenors which were
3 thinking of in writing that statement were the extent 3 part of the stipulation. The way you phrased the
4 of the costs necessary to manage the procurement in 4  question would have made it sound as though that
3 this fashion and whether they were really being 5 delay was all of Duke's own volition, and I never
6 included and taken into account in the total 6 said that, nor do I believe that.
7 evaluation of the economics. 7 Q. Okay. Under the stipulation Duke is
8 Q. Do you bhelieve that the forecast of & permitted to buy DENA assets and recover the cost
9 fature coal prices should be a determinative factor 9 from native load customers under certain
10 in coal purchasing and sale decisions? 10 circumstances. Do you believe that the market is
11 A. Ibelieve it is a significant factor that 11 liguid enough at this time to assure that the cost it
12 should be evaluated and considered in the 12 pays for DENA generation is at market or not?
13 decision-making process. 13 A. T'mnot certain. It's not an issue that
14 Q. Why? 14 TI've evaluated. I also have not seen the stipulation
15 A. Because the fuel markets, like all 15 with regards to that provision for a very long period
16 markets, fluctuate in terms of pricing and 16 of time. There are provisions in there with regards
17  availability of supply and demand, and I believe that 17 to a determination of the market price, and I haven't
18 the company by being a regular participant in the 18 tried to conduct an analysis of the market to
19 markets and analyzing the changes in supply and 19 determine an answer to your question of whether or
20 demand for the product can do a better job of 20 not it would provide sufficient Liquidity that the
21 entering into its contracting decisions at times more 21 method outlined in the stipulation will be adequate
22 favorable to the company than times less favorable to 22  to measure the market price properly.
23 the company. 23 Q. Do you believe that Duke provides
24 Q. Did Duke indicate that they were 24 sufficient audit trails for a future auditor to be
72 74
1  unwilling to take into comsideration the forecasted 1 assured that DENA generation was purchased at market
2 future coal prices? 2 ornot?
3 A. I'm not sure about the word "unwilling.” 3 A. 1do notbelieve that the existing
4  But certainly Duke Energy’s policy with regards to 4 procedures and documentation would have been adequate
5 purchasing coal as well as allowances and purchased S to do that had DENA assets been purchased during the
6 power was to make decisions to, as they call flatten 6 prior audit period. I'm not sure what the future
7 the position, that is balance their supply and 7 documentation will be under the terms of the
8 demand, at a regular -- o a regular basis, that is 8 stipulation, how it will be prepared, so I really
9 daily, independent of any consideration of 9 can't address what will be done in the future.
10 expectations of changes in the market prices for any 10 Q. What kinds of documentation do you think
11 of those products, 11 that Duke should be required to provide to ensure
12 Q. On page 1-8 yom state that Duke's delay 12 that any DENA generation purchase was at market?
13  in resolving the allocation of zero cost emission 13 MR. COLBERT: Objection, your Honor.
14 allowances between native and nonnative loadsled to | 14  This is now the third question where she's
15 Duke not managing the emission allowance position for | 15 characterized it as the purchase of the DENA asset
16 2006 per its own protocol. Do yon believe that 16 generation and, of course, DE-Ohio owns that
17 Duke's failure to manage emission allowances per its 17 generation and did not purchase from itself, and
18 own protocol was unreasonable? 18 she's inaccurately describing the contents of the
19 A, No, and I'd like to state that your 19 stipulation.
20 predicate to your question is not accurate and it's 20 EXAMINER KINGERY: Could you rephrase the
21 not what was said in this report. We did not make 21 guestion, please?
22  the statement that Duke delayed in the allocation, 22 Q. What kinds of documentation do you think
23  but rather based on my knowledge of the events that 23  that Duke shonld be required to provide to ensure
24  happened the delay in the allocation was something 24 that any DENA gencration purchase pursnant to the
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1 stipulation was at 2 market price? 1 emergency generation from at least three suppliers?
2 MR. COLBERT: Objection; same objection, 2 A. Six bids from three suppliers?
3 vour Honor. 3 Q. Yes.
4 MS. HOTZ: I can't hear you, I can't 4 A. Idon't know.
5 hear what your objection is. 5 Q. Duke has stipulated to passing back to
6 MR. COLBERT: Same objection. 6 FPP customen*ﬂs the total amount of -
7 MS. HOTZ: What was your objection? 7 benefit that FPP customers may receive for the margin
8 MR. COLBERT: You're mischaracterizing it 8 Duke gets from the coal received fmnﬁt
9 asapurchase. DE-Ohio owas ali of the generation to. 9 discount and then resold. Do you think thereis a
10  which you are referring, and it can't purchase from 10  way to determine if this is fair?
11 itself. That also mischaracterizes the stipulation 11 A. "Fair" is a very difficult word. Itry
12 asit's been written and filed. 12 not to let my children use it becanse it's something
13 Q. (By Ms. Hotz) Under the stipulation there 13 that always causcs argnments. I'm not sure 'm
14 is a provision that states: The parties agree that 14 equipped to propound with regards to what is fair.
15 DE-Ohi¢ may recover short-term capacity purchases 15 There is an sconomic analysis supporting
16 from its generating assets formerly owned by Duke 16 the calculation of that amount that I believe is
17 Euergy North America through the SRT. DE-Ohio and | 17 attached to the stipulation that shows the
18 Stail shall agree on 5 pricing methodology prior to 18 methodology. There is a logic there that's not
19 DE-Ohie's purchase of such capacity. Such purchases |19 necessarily the logic which I would have recommended
20 shall be acquired at a market price. And then it 20 or did recormmend in this audit report. Faimess is
21 gocs on to discuss particular ways that the market 21 something maybe that the hearing examiner will have
22 price wonklt be determined. 22 o opine on.
23 What I'm asking you is what ldnds of 23 Q. Okay. What is the effect of the
24 documentation do you think that Duke should be 24 recurring overstatement of coal inventory at the
, 76 78
1 reqguired to provide to ensure that the DENA purchase | 1 Zimmer siation?
2 or the DENA purchase recovery amount is at market | 2 A. The effect is that there is a net
3 price? : 3  increase in the cost of fuel for the Zimmer plant,
4 A. Thaven't previously considered this so 4  that would be the net financial effect. Our concern
5 TI'm oot prepared to give you a comprehensive answer 5 was that normally variations in actual inventory from
6 to your question, but typically the type of 6 calculated inventory should be random in nature, that
7 documentation we would expect to see would be a 7 is sometimes being increases and sometimes decreases,
8 solicitation of offerings from other parties with a 8 and a persistent reduction in the inventory levels
9 written summary of those - that solicitation and 9 might be a sign of problems with regards to weighing
10 including the ferms of the solicitation -- the offers 10 or sampling accuracy rather than a random variation.
11  that were made, the availability of offers from other 11 Q. How would DE-Ohio's presentation of
12 parties, the pricing, as well as a summary of 12 several alternate sensitivity analyses of key
13 available evidence of public market prices such as 13 variables, i.e., emission allowance prices, market
14 what might be represented in trade publications or 14  coal prices, in s transaction review and approval
15 broker quotations. 15 process benefit the FPP customers, and I took that
16 And then a written summary and economic 16 from page 1-10, No. 5?
17 analysis of what the appropriate market price was 17 A. It would provide both the company and
18 based upon that information with some type of 18 then an auditor greater understanding of the
19 decision memoranda that was approved, then, by 19 potential for alternate outcomes of a long-term
20 management as to how the ransaction was priced and 20 commitment decision. Right now the principal way of
21 consummated and the logic why this was the most 21 measuring the decision to enter into a long-term
22 economic source of geperation for the ctistomer. 22 contract commitment is to measure it against current
23 Q. Do you think that the generation market 23  forward market prices for both coal and emission
24 is liguid enough for Duke to obtain six bids for 24 allowances and power at the time the transaction’s
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1 entered into, and what we were recommending was a 1 to do to evaluate the NYMEX coal leg?
2 presentation of the alternate impacts of different pA A. We had fo obtain from the company a
3 price forecasts and whether or not the transaction, 3 summary of the gains and losses on its NYMEX
4 you know, what the risk was of the transaction 4 transactions on a monthly basis, which is presented
5 continuing to be economic under different alternate 5 there in Exhibit 2-16, presumably that's of the
6 projected markets. 6 confidential version of the report, and it included
7 Q. ©On page 2-11 yon note that Duke views 7 both the financial fransactions as well as the .
8 each coal procnrement as a hedge and transacts 8 physical transactions through what is known as -
9 substantially more coal than it actually requires for | 2 portfolio optimization.
10 its own generation. This means at different timesa | 10 Q. What other parts of the process would EVA
11 great deal of time buying and selling coal. Inwhat |11 need to evaluate to determine the full effect of
12 way would these transactions increase costs? 12 active management on native load customers?
13 A. T'm not quite sure ] understand your 13 A. We would need to consider on a similar
14 question. What did you mean, in what way would it 14 basis the market prices for eleciricity at that point
15 increase costs? 15  in time and any transactions to sell or purchase
16 Q. With all these transactions what item, 16 power as well as the market prices for emission
17 what activities wounld they be — would Duke be 17 allowances and transactions to sel! or purchase
18 involved in that would increase costs? 18 allowances that were matched to the decisions io buy
19 A. Do you mean costs other than the cost of 19  or sell coal at that point in time.
20 fuel itself? 20 Q. Why did EVA not evaluate these parts of
21 Q. Yes. Yes. 21 the process?
22 A. Oh. One component would be margins paid 22 A. It's a complex process with a number of
23 to brokerage firms is part of the purchase and sale 23 components to it and we — just in the process of
24 for helping to arrange the transaction. A second 24  asking for information and receiving information the
80 82
1 component would be the staffing cost required. And a 1 company did not get to a point where we had asked for
2 third component would be what is generally known as 2 and gotten all of that information to-try to pufl
3 the backroom support, that is accounting and computer 3 that analysis together.
4 support and monitoring and accounting for the 4 The company does this on a daily basis
5 {transactions. Because the volume of transactions is 5 based upon 2 large computerized model that yields an
6 larger, the cost to do that would be higher. 6 optimization decision of buying or selling individual
7 Q. Were yon able to calculate the increased 7 products, and that each individual decision is
8 costs associated with all these transactions? 8 economic at the time it's executed based upon the
9 A. No, we did not make an effort to 9 market prices input into that decision model.
10 calculate those costs. 10 The net effect of that over time may not
11 Q. Do you know if any of these transactions 11  turn out to be economic if supply or demand for power
12 are between DE-Ohio and its affiliates? 12 changes or market prices for power, or market prices
13 A. Ibelieve the answer 35 yes, we know, and 13 for coal, or market prices for allowances change, and
14 that there were no transactions with their 14 we were attempting to analyze on a look-back basis
15 affiliates, that is in these affiliates P'm referring 15 whether the net effect was a gain or loss for the
16 to coal, emission allowances, and purchased power. 16 FPP.
17 Q. So there were no purchased power 17 Q. Were you able to analyze the medel that
18 transactions between DE-Ohio and its affitiates. 18 was used?
19 A. That's correct. 19 A. Not in any great level of detail. We
20 Q. Okay. On page 2-14 you siate that in 20 received significant verbal explanations of the
21 evaluating just the NYMEX coal leg of the active 21 process involved and the inputs and the result, but
22 management process EVA believes that the cost of coal [ 22 na, we didn't perform an analysis of the model
23 for native customers was increased through daily 23  itself, nor would I consider ourselves to be capable
24 flattening of its coal position. What did EVA have 24 of doing that analysis.
14 (Pages 79 to 82)
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1 Q. Who would he? 1 Tuesday Afternoon Session,
2 A. There are companies that specialize in 2 Apnl 10, 2007.
3 preparing - in developing linear optimization models 3 ---
4  that I think would be certainly more capable of 4 EXAMINER KINGERY: Let's go back on the
5 looking at something like that than we would be. 5 record.
6 Q. On page 2-15 you stated that the 6 -n-
7 originators at Duke were rewarded through bonuses for | 7 SETH SCHWARTZ
8 their coal trading activities. Who are originators? 8 previously duly sworn, as prescribed by law, was
9 A. Originators are company employees who 9 examined and testified further as follows:
10 have the responsibility for purchasing coal for fuel 10 CROSS-EXAMINATION (Continued)
11 supply as well as reselling it. 11 By Ms. Hotz: '
12 Q. So they arrange for the buying and the 12 Q. On page 2-15 you state that EVA was not
13 selling — 13 provided the TARs to renew the initial audit. What
14 A. That's correct. 14 are TARs? -
15 Q. —is that what they do? 15 A. That's a transaction report. It'sa
6 A. They're company employees that if you 16 summary of the proposed transaction and the economic
17 used more traditional terms might be called fuel 17 analysis and the decision making which was prepared
18 procurement agents - 18 by the company for any long-term contract
19 Q. Okay. 19 transaction.
20 A. - for the company. 20 Q. Why was EVA not provided the TARs to
21 EXAMINER KINGERY: Excuse me, Ms. Hotz, 21 review?
22  how mwch longer do you have, do you estimate? 22 A. It was in the prior andit period. They
23 MS. HOTZ: T've got a ways to go. 23  had taken bids for new contracts but had not yet
24 EXAMINER KINGERY: Then why don't we take |24 consummated them, and my recollection today is that
84 86
I alunchbreak. It's 12:20 now; 1:30. 1 the company had taken the position in last year's
2 .. (Thereupon, at 12:20 p.m. a lunch recess 2 audit that since the transactions were not completed
3 was taken until 1:30 p.m.) 3 during last year's andit it wasn't appropriate for us
4 --- 4 toreview them at that point in time and that they —
5 5  the review was deferred {o this year's audit for the
6 6 review.
7 7 Q. So you received the TARs in this year's
8 8§ review?
9 9 A. Yes
10 10 Q. On page 2-18 you appear to be somewhat
11 11 critical of th«uggmmm,
12 12 correct?
13 13 A. Thave to state that the copy of the
14 14 report I am looking at here on the stand does not
15 15 have page 2-18 in it. It's out of order.
16 16 EXAMINER KINGERY: Neither do ours as a
17 17 matter of fact.
18 18 A. The — our criticisms are related to the
4 19 company not wanting to enter into fixed pricing
20 20 provisions thet extended beyond the end of 2008 which
2] 21 had been originally offered by the supplier which we
22 22 thought would have been in the company’s benefit. |
23 23 think, again, the company’s position was that they
24 24 were constrained by the expiration of the RSP period
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I and not wanhing to make any firm commitments beyond
2 that because of the uncertainty of future power sales

3 past that period.

4 Q. Did ])uke explain to You the purpose of
eement?

5 entering into

6 A. Yes. The purpose of entering into the

7 ement was to obtain an additional

8 committed supply of high sulfir coal for the new

9 scrubbers that were being built and completed during
10 2007 and to have a fixed committed supply of volume
11 with fixed pricing through the end of 2008 but a

MO 00 =1 LA B W

&

sensible to put in writing in the audit report. We
think the company has considerable motivation to
ensure that it receives deliveries on all of the coal
that it is due nnder the
Agreement. And their representalions to ns were that
they were going 10 use ¢very contractual and legal
avenue necessary {0 — to obtain all of the coal that
they were owed.

Q. Did they give you any specifics us to how
they were going to do that?

A. I think the specifics were to attempt to

12 longer-term volume commitment from a larger supply 12 achieve the deliveries on a more timely basis and
13 area 13 negotiation with the possible resort to litigation,
14 Q. Did the cantract pravide a fixed price 14 ifnecessary.
15 for — did the contract provide a fixed price? 15 Q. Were you satisfied with the — with their
16 A. The contract only provides a fixed price 16 plan?
17 now through the end of 2008 with a market price 17 A. Yes.
12 mechanism for price redetermination after that date. 18 Q. On page 2-27 EVA recommends that the
19 Q. Has Duke recently procured cosl with BTU 19 econemic benefit of a swap of 2007 shipments ander
20 dead-bands? 20 thqngnement for noncompliance coal
21 A. Tam not sure as I sit here now. 21 be passed through the FPP. Did Duke apree with that
22 Q. Well, on page 2-20 you have a discussion 22 recommendation?
23  of BTU dead-bands, and I wondered why you had put |23 A. Yes. [ believe under the terms of the
24 that im the andit report. 24 procedures that were agreed to under the stipulation
88 %0
1 A. Becanse it was our concem that the — 1 that, in fact, all of the benefit of that swap would ‘
2 and ] believe the answer to your question is no. I 2  be passed through the cost of coal inclwding the FEFP
3  am just — your first question was no, that I don't 3 to the extent it wes part of the applicable share to
4 think any of the newer coniracts have dead-bands for 4 the FPP customers.
5 price adjustment for variation in BTU content. The 5 pape 2-29 you noted that a violation
6 reason why we thought having a dead-band was not in 6 sy ted in & monetary penalty
7 the utility's mterest was that we — in.our opinion 7 255€ 5 jsDid that monetary penaity
8 it provided the supplier the ability and the 8 beleﬁt FPP cnstomers
9 incentive to supply coal at the lower end of the 9 A. Yes.
10  dead-band without experiencing a financial penalty. 10 Q. On page 2-29 you recommended that the FPP
11 And I don't think that provision exists in Duke 11 shonld be credited with the difference in cost
12 Energy's newer contracts, but it did exist in some of 12  between the undelivered tonanage
13 the older contracts. 13 DE-Ohio in spot market coal. Do youw know how much
14 Q. Did you believe that there was some way 14 that difference was?
15 that you could — that Duke could get out of those 15 A. No,don'
16 contracts? ‘ 16 Q. When should that amount or should that
17 A. No. 17 amount be credited to FPP —~ to the FPP?
18 Q. On page 2-25 through 2-26 you discuss the |18 A_  That amount should have been credited to
19 ﬁ.&gmmelt What would 19 the FPP during the first half of 2006.
20 “suggest that Duke do about m“ 20 Q. Do you knaw if it was credited?
21 Agreement? 21 A. No, Idon't.
22 A Thediscussion DH 22 Q. Did DE-Ohio indicate their intentions to
23 something that we had disc with company 23  you about this?
24 personnel at greater length than we thought was 24 A. |don'trecail.
16 (Pages 87 to 90)
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Q. On page 3-5 EVA states that it's

93

1 1 A. No.
2 inappropriate for the director of portfolio 2 Q. Okay. I would like to go back to the RFP
3 optimization to retain responsibility for allowance 3 right now. On page 3 the RFP requires the auditor to
4 trading. Why does EVA believe that? 4  include in their investigation a market price
5 A. Because the -- in our opinion it was too 5 comparison on all coal which is purchased to ensure
6 much of a demand on his time that needed to be spent 6 that the price paid by the company during the andit
7 on managing the overall functions of the department 7 period is reasonable, correct?
8 rather than performing one of the functions solely on 8 A, Yes,
9 hisown. 9 Q. Did yon have difficulty finding a market
10 Q. Is the director of portfolio optimization 10 price comparison on all coal to compare to the prices
11 still responsible for allowance trading at Duke? 11 paid by Duke during the audit period?
12 A. My understanding is that, no, that he now 12 A. Notall coals have an easily discernible
13 supervises somebody with that responsibility. 13 liquid market price but in general the answer to your
14 Q. Throughout your discussion of the various 14 question is no. We were able to determine what the
15 coal purchases that DE-Ohio engaged in you discussed | 15 market prices were at any point in time.
16 long-term coal contracts, short-term contracts, and l6 Q. Is finding a market price on all coal and
17 spot market purchases. Obviously you are aware that | 17 comparing it to the prices paid by Duke a fairly
18 Duke has purchased various types of -- has purchased | 1§ shnple process?
19 various types of coal purchases yet you make the 19 A. I'm not sure 1 would describe it as
20 recommendation on page 1-9 under 2 at the bottom that | 20 simple. But it's certainly achievable and something
21 DE-Ohio should develop and implement a portfolia 21 that can be done,
22 strategy such that it purchases coal through a ' 22 Q. What kind of complications does an
23 variety of short-, medinm-, and long-term agreements |23 auditor encounter when trying to compare other coal
24  with appropriate supply and supplier diversification, 24 prices to prices paid by the company?
7] 94
1  Why did EVA make that recommendation knowing that | ] A. The important adjustments that need to be
2 they — that Duke was already purchasing in spot and 2 made between published market prices and actual
3 short-term and long-term contracts? 3 prices paid by the company include adjustments for
4 A. Because Duke Energy - Chio is not 4 variations in coal quality, variations in transaction
| 3 entering into any long-term contracts which would 5 point meaning what the origination point is compared
6 cxtend past the end of the rate stabilization period, 6 to where the market pricing information is, and also
7  the end of December, 2008. So at the point in time 7 to the extent one is trying to compare things in the
8 where we were conducting the audit, in fact, Duke 8 context of when the decisions were entered into,
9  Energy - Ohio did not have long-term contracts as 9 adjustment needs to be made for the timing of the
10 part of its portfolio. They may have had the 10 transaction. To a lesser extent one could consider
11  remaining term of older long-term contracts but no 11 differences for the type of transaction with regards
|12 newer long-term contracts, so as a result, the 12  to the length and size of the contract.
13 company was really largely purchased almost entirely 13 Q. Do you recall if there were any
14 on a short-term end spot basis with almost nothing 14  particular coal contracts that Duke had during your
‘| 15 purchased after December of 2008, at least with 15 audit that were particularly difficuit to find a
116  regards to firm pricing. 16 comparison?
17 So largely that recommendation is going 17 A. Some of the higher sulfur coals are
18 to renewing 2 portfolio with a term that extended 18 difficult to establish valid current market price
19 past 2008 and that's the nature of the 19 evidence outside of the results of direct
20 recommendation. 20 solicitations and comparisons with other offers
21 Q. Now, would you be the right person to ask 21 received by the company.
22 questions about on-site investigations? 22 Q. On page 4 of the RFP the auditor is
23 A. On-site investigations of what? 23 directed to investigate the company's environmental
24 Q. Of the power plant performance. 24 compliance activities, correct?
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i A. Yes. 1 measured in the form of operation and maintenance
2 Q. Are you the right person to ask about 2 costs. Others are purchases of reagents ta operate
3 this? 3 emission control technology as well as the cost of
4 A, Yes. 4 fuel that would be used under varying alternate
5 Q. Okay. Exactly what kinds of 5 control technology options.
6 environmental compliance activities did you 6 Q. So did you consider the different
7 investigate? 7 strategies on a plant-hy-plant basis?
] A. The key activities were emissions and B8 A We reviewed the work the company had done
%  planned emission control strategies from the 9 on a plant-by-plant basis, yes.
10  coal-fired power plants for compliance with the Clean 10 Q. And that's how the company did it, on a
11  Air Act amendments both of 1990 and then the newly 11 plant-by-plant basis?
12 promulgated clean air interstate rule. 12 A. Both plant by plant and overall for the
13 Q. What kind of planned emission control 13 company as well. The emission allowance strategy is
14 strategies did you investigate? 14 done on a company-wide basis. Individual economic
15 A. The company has instigated a series of 15 decisions in each plant is on a plant-by-plant basis.
i6 control strategies at each of its coal-fired power 16 Q. And what about retrofits?
17 plants, in some cases inctuding retrofit of emission 17 A. The retrofits are specific to each plant,
18 control technologies; in other cases using alternate 18  vyes.
19 fuels in order to reduce emissions to meet the 19 Q. What kind of cest items did yon consider
20 targets in the - in the regulations. And I should 20 as relevant for plant environmental upgrades and
21 also mention part of their control strategies are the 21 making comparisons with a fuel purchasing strategy or’
22 purchasing of emission allowances to cover any 22  an emission allowance purchasing strategy?
23  emissions that exceed the amount of free allowances 23 A. The capital cost of construction, the
24 that they were already granted. 24 operation maintenance costs of aperation, the cost of
96 98
1 Q. On page 4 of the RFP on the second bullet 1 emission allowances, and the varying cost of fuel
2 the auditor is directed to take into consideration 2 associated with different strategies.
3 allowance management strategy. What did you take | 3 Q. Did you find that the company relied upon
4 into consideration with regard to allowance 4 methodologies used internally to analyze compliance
5 management strategy? 5 options?
6 A. Wereviewed the planned operation levels 6 A. I'm not sure I understand your question.
7 of the power plant, that is, generation levels of the 7 Q. 1am not sure I understand it either, but
8 plants owned by Duke Energy - Ohio in their ownership | 8 1 got it ent of the RFP. What methodology — what
9 shares, the targeted emissions associated with that 9 methodologies did the company rely upon io analyze
10  generation, the effect of changes in emission control 10 compliance options?
11  technology used on those plants and, therefore, their 11 A. The methodology generally known as a net
12 projected emissions in the future compared to their 12 present value of different altematives, capital and
13  current inventory of emission allowances and their 13 operating and fuel costs, to evaluate the lowest cost
14 planned purchases of emission allowances to comply 14 compliance option.
15 with the law. ' 15 Q. How — do you know how the company did
16 Q. Did you think that decision makers should |16 their discounting on the net present value?
17 compare various compliance strategies with others |17 A. I'mnot positive I recall. Ibelieve
18 based on the cost items included in each of the 18 that — if you are asking what the discount rate was,
19 strategies? 19 TIbelieve it was at a weighted average cost of
20 A. Yes. : 20 capital, but I am not positive.
21 Q. How do you -- how do you measure all of 21 Q. What was your opinion of the
22  those different costs? 22 methodologies used by the company to weigh the
23 A. Some of the costs are measured in the 21 options for compliance?
24  form of capital cost for investment. Some are 24 A. My opinion was the methedologies were
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1 reasonable and appeared to consider all of the 1 to discoss particular items impacting Duke on & macro
2 relevant factors. 2 level?
3 Q. Under E on page 4 of the RFP the auditor 3 A. No.
4 is directed to investigate and report on instances 4 Q. On page 7 of the RFP there Is an ltem C
5 during the audit period in which customers requested | 5 or interim reporting that required the auditor to
6 that their power supplies be interrupted, correct? 6 provide the staff with a progress report, correct?
7 A Yes. 7 A Yes
8 Q. Why would a customer request that their 8 Q. Did you submit the progress report to the
9 power supply be interrupted? 9 staff?
10 A. [think the language in the RFP refers to 10 A. Not as a written report, noe. We had
il the company requesting that a customer interrupt 11 continuing verbal progress reports with the staff
12 power supplies, not the customer requesting. 12 during the process of the audit. ‘
13 Q. Na, there really is, there really is on 13 Q. Did you discuss any initial or tentative
14 paged. There 18 a reference. But in any case you 14 findings and conclusions in that — in your
15 probably didn't have an experience with thatin this |15 discussions?
16 audit review? 16 A Yes, :
17 A. No, we did not. 17 Q. Did you include any findings and
13 Q. Okay. And you don't know why a customer |18 conclusions in those discossions that you did not
19 would request their power supply be interrupted? 19 include in the final report?
20 MR. COLBERT: I am going to object. 20 A. Perhaps, yes.
21 That's nat what it says in the RFP on page 4. 21 Q. What findings and conclusions did you
22 EXAMINER KINGERY: Let's goto the actual |22 have in the initial discussions that were not in the
23 RFP and read it. 23 fimal report?
24 Q. Okay, okay. They are distinguishing 24 MR. COLBERT: Objection, your Honor.
100 102
1  between when a enstomer's power supply was 1 Besides this is beyond the scope of the report itself
2 -interrupted or the company requested them to be 2 4901.16 maintains as confidential matters in the
3  interrupted. I interpreted it otherwise. 3 scope of the — of the investigation to the extent
4 A. That was my interpretation, yes. 4 that they are not submitted in an audit -ina
5 Q. Okay, okay. Under F of the RFP, the 5 report through a witness on the stand. This witness
6 utility industry perspective section, the auditor is 6 is testifying as to his report. The items that would
7 directed to discuss items impacting the utility on a 7 not have been part of the report that are part of the
8 macro level. Which items de you consider to be the | 8 investigation would remain confidential under
9 most significant items impacting Duke? 9 statute.
10 A. With regards to the fuel and purchase 10 MR. REILLY: Your Honor, in addition, 1
11 power costs, we would view the most significant items 11 agree with what Mr. Colbert said, but I note 1o the
12 to be changes in the fuel emission allowance and 12 extent the recommendation didn't make it into the
13 purchase power markets both structurally and in 13 report that signifies nothing more than the auditor
14 pricing, you know, affected by supply and demand. 14 rethought it, and I would argue it's not relevant.
15 Q. Do yon recali that Duke Energy - Ohio is 15 MS. HOTZ: Well, if that's true, the
16 appropriately responding to these items impacting | 16 auditor should be able to say that.
17 Duke on a macro level? 17 MR. REILLY: It's not relevant to the
18 A. Ingeneral, yes. I can't say that we 18 proceedings.
19 necessarily have anticipated or investigated all of 19 EXAMINER KINGERY: We are going to
20  the important items affecting Duke Energy onamacro |20 sustain the objection.
21 level. But to the extent we did and inquired about 21 MS. HOTZ: That's all we have. Thank
22  them in the audit, we felt that they were being 22 you.
23  addressed. 23 EXAMINER KINGERY: Thank you.
24 Q. Did the staff direct — direct you to — 24 MS. MOONEY: Ihave no questions.
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1 EXAMINER KINGERY: You said you don't 1 to the market pricing for electricity, there is an
2 have anything? 2  implied recovery of fuel costs in the market price
3 MS. MOONEY: No. 3 but not a specific recovery of actual costs.
4 EXAMINER KINGERY: Mr. Boehm? 4 Q. And it is possible, is it not, that the
5 MR. BOEHM: Just a few questions. 5 market price would be at such a level thai they
6 --- 6 wouldn't recover thuse costs?
7 CROSS-EXAMINATION 7 A. Using the word recover makes it
8 By Mr. Boehm: 8 difficult. It's not likely the market price for
9 Q. Mr. Schwartz, are you familiar with the 9 electricity would be so low as to be less than the
10 agreements or the order of the Commission that 10 variable cost of ranning the coal-fired power plants.
11 established the RSP for CG&E, now Duke Energy? |11 There may, however, be no margin above that. 1am
12 A. Generally, yes. 12 not sure.
13 Q. Alright. Do you know whether or not 13 Q. Oilay. Do you know whether after 2008
14 that -- that commitment on all sides expires on any |14 Duke Energy would have a customer base such as it has
15 particular date? 13 right now where it's selling essentially all of its
16 MR. COLBERT: Objection, your Honor, 16 native generation to its historic customers?
17  calling for a legal conclusion. 17 MR. COLBERT: I am going to object, your
18 EXAMINER KINGERY: Idon't think that's a 18 Honor. Now, we are asking questions about what may
19 legal conclusion, We will allow the question. 19 happen after 2008, well beyond the scope of this
20 MR. BOEHM: It's a factual conclusion. 20 audit. ‘
21 Q. Are you aware of that, Mr. Schwartz? 21 MR. BOEHM: Not really, your Honor. Iam
22 A. Tam not specifically aware of all the 22 asking whether he knows.
23 provisions. It was my general understanding that 23 EXAMINER KINGERY: 1 will allow the
24 there was a process in place through the end of 2008, 24 question.
104 106
1 butI can't say exactly what was in the agreement. 1 MR. BOEHM: Which is 2 different thing.
2 Q. Let me tell you what I am getting at, 2 EXAMINER KINGERY: I will allow the -
3 Mr. Schwariz, My understanding is the aud — the 3  question.
4 aunditor took exception to CG&E's practice, if you 4 Q. Do you know?
5 will, of not buying long-term coal — in the 5 A. No, I don't know what Duke Energy -
6 long-term coal contracts io the extent that they went | 6 Ohio's retail customers would be or whom they would
7 past the end of 2008. That's — that's the case, is 7 be. : ’
8 itnot? 8 Q. Okay.
9 A. Yes 9 A. 1do think, however, as part of our
10 Q. Okay. Do you know whether or not there 10 analysis and recommendation, it was aur position that
11 will be an FPP afier 20037 11 it is reasonable for the company to project that
12 A. Thaven't stayed familiar with the 12  there will, in fact, be a demand for electricity to
13 current status. Late in the audit process | was made 13  be supplied from these generating stations whether or
14 aware the company was about to make a proposal to 14 not they had regulated retmi sales or firm sales at
15 extend the FPP beyond that period. And 1 was 15 the present time.
16 informed about that, but I don't know where it 16 MR. BOEHM: Ihave no further questlcms
17 currently stands. 17 of this witness. Thank you.
18 Q. Do youn know whether or not -- assume for 18 EXAMINER KINGERY: Thank you very much.
19 the moment that that's not been done or at least not | 19 MR. REILLY: Your Honor, point of
20 been done yet. Do you know of any other mechanism {20 clarification.
21 that the company woukd have to recover their — their |21 EXAMINER KINGERY: Yes.
22 coal costs from their historic customers after the 22 MR. REILLY: Staff has what it would view
23  end of 20087 23  as cross-examination of the witness. Staff does not
24 A. To the extent that that pricing then goes 24 view that it presented the witness. It asked the

20 (Pages 103 to 106)

**CONFIDENTIAL TRANSCRIPT**
ARMSTRONG & OKEY, INC,, Columbus, Ohio (614) 224-9481



gy

- A Cawt

02872

DE-Ohio Remand Rider

, 107 109
1 initial questions certainly as an accommodation for 1 MR. REILLY: Probably, yes.
2 the Commission-ordered witness who was presenting the | 2 EXAMINER KINGERY: So as redirect as you
3 Commission-ordered exhibit. We have -- we do have 3 are saying representing the Commission, you would
4 questions. We would view them as on cross. 4  have redirect questions on the areas that have been
5 EXAMINER KINGERY: That's interesting. 5 discussed by --
6 MS. HOTZ: We object. We think it should 6 ME. REILLY: Iwauld have some questions
7 be-- 7 on some areas that have been raised already.
8 EXAMINER KINGERY: Go ahead. 8 EXAMINER KINGERY: Okay. Then it sounds
9 MS. HOTZ: We think it should be only on 9 like you are representing both Commission and staff
10  the subject matter of my cross. 10  if you want to ask questions on cross on behalf of
11 MR. REILLY: And that's the big 11 staff and you want to ask redirect on behalf of the
12 difference between the two. Staff is essentially cut 12 Commission, so it's afl right with us if you
13 out of cross under the OCC interpretation, 13 represent both parties, but it would need to be all
14 EXAMINER KINGERY: Just a moment, please. | 14 right with all the other parties.
15 We are going to go off the record for just a minuie. 15 MS. HOTZ: OCC objects.
16 {Discussion off the record.) 16 EXAMINER KINGERY: What a surprise.
17 EXAMINER KINGERY: Let's gobackonthe |17 MR. REILLY: Just so I'm clear if there
18 record. This is a little bit of a sticky situation. 18 were another Attorney General here, this wouldn't be
19 With regard to this witness it appears to us you 19 aproblem.
20 represent the Commission because you introduced the 20 EXAMINER KINGERY: Right.
21 witness, and so you appear to be counsel for the 21 MR. REILLY: Okay.
22 Commission because he's a Commission — he is a 22 EXAMINER KINGERY: We can pause if you
23  witness for the Commission-ordered exhibit. However, |23 would like while you go look and see if there is
{24 we also recognize that siaff may well have 24 another Attorney General.
108 110
1 cross-examination-type questions for this witness. 1 MR. REILLY: That's okay.
2 Is there perhaps another Attorney General who you 2 MR. BOEHM: Your Honot, I am reminded of
3 could bring in to represent the other party, unless 3 one of my favorite poems from Bill Murray, "Roscs are
{1 4 nobody objects to your representing both, in which 4 red, violets are blue, I'm schizophrenic, and so am
S case that's fine with us. 5 L°
6 MR. COLBERT: The company has no 6 EXAMINER KINGERY: Thank you.
1 7 objection. 7 MR. REILLY: Okay.
18 EXAMINER KINGERY: Thank you. 8 MR. BOEHM: Having said that I bave no
19 MR. REILLY: Just so I can understand an % objections.
| 10 Assistant Attorney (General can't present the withess 10 EXAMINER FARKAS: You don't have to worry
I1 as a matter of accommodation to the Commission - as 11 because this is all confidential too.
12 a matter of accommeodation to the proceedings on 12 MR. REILLY: How am I examining the
13 behalf of the Commussion? Because all I asked him 13 witness?
14 was his qualifications, that was the extent of the 14 EXAMINER KINGERY: Idon't knaw. You
15 questioning, and to identify the Commission-ordered 15 teli me. :
16 exhibit. 16 MR. REILLY: Oh, on cross.
17 EXAMINER KINGERY: Are you planningto |17 MR. SMALL; Idon't believe that was the
| 18 have any redirect so to speak for this wiiness 18 Bench's ruling.
19 understanding that without redirect there will be no 19 EXAMINER KINGERY: 1 was looking for
20 recross by any other parties? 20 whether you objected, and OCC objects.
21 MR. REILLY: I -- you mean would — would 21 MS. HOTZ: Yes, ves.
22 1 have questions in the areas that Ms. -- that were 22 EXAMINER KINGERY': Is there another
23 covered by QCC? 23 Attorney General — there are two other Attotney
24 EXAMINER KINGERY: Or anybody else. 24 Generals that are listed as having made appearances,

21 (Pages 107 to 110)
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A, Yes, I recall testifying that we looked

Hi 113
1 MR. REILLY: Well, let's see if 1 can get 1 atasample of the transactions.
2 through this without objection. If we getto 2 Q. Right. Now, those samples you looked at,
3 objections, then we will have to do that. 3 did you consider them representative of the group you
4 EXAMINER KINGERY: Are you now atternpting | 4  were examining?
5 toexamine an cross? 5 A. Yes.
6 MR. REILLY: Iam attempting to examine. ] Q. All right. Now, I would like to -- now,
7 If parties have objections, let them be raised on any 7 as part of your discussion on active management also,
2  question] ask. 8 [ believe you were talking about the costs associated
9 EXAMINER KINGERY: Are you representing 9 with active management. Do you remember that?
10 staff? 10 A. Tremember that question and answer, yes.
11 MR. REILLY; Iam representing staff. 11 Q. Okay. Do you know — strike that.
12 That's the only way I can interview this witness. 12 ‘When the company buys and sells coal or
13 MS. HOTZ: Then I believe he can only do 13 buys and sells emission allowances or buys anil sells
14 it on reditect untess he finds someone else ta do it 14 power, do they do that through brokers at all?
15 oncross. 15 A. Sometimes through brokers, yes.
16 MR. REILLY: Is that the Bench's ruling? 16 Q. Do you know, are those broker fees passed
17 EXAMINER KINGERY: Yes. 17 through the FPP, or does the company absorb them?
18 MER. REILLY: Okay. 18 A. Iam not certain.
19 EXAMINER KINGERY: Because there was an 19 Q. 1would like to direct your attention —
20 objection. 20 if you could take a look at Commission-Ordered Remand
21 MR. REILLY: Okay. 21  Exhibit 1, that's your report, at page 5-29. Are you
22 EXAMINER KINGERY: You should have 22  there?
23 brought two hats. 3 A, Yes,
24 MR. REILLY: Yes. I am ready to proceed. 24 Q. Okay. There's a section there that's
112 114
1 EXAMINER KINGERY: Would you like to 1 titled “review related te service interruptions and
2 redirect? 2 unscheduled outages"; is that not correct?
3 MR. REILLY: I will - I will — I will 3 MS. HOTZ: Objection. This is not an
4 do what your Honor is directing. 4 area we covered in our cross.
5 - 5 MR. REILLY: She asked directly out of
6 REDIRECT EXAMINATION 6 the RFP onit. That's why I am asking it.
7 By Mr. Reilly: 7 EXAMINER KINGERY: Where is it in the RFP
2 Q. Mr. Schwartz, I would like to talk to you 8 it was asked?
9 about the company's management of its cosl - it's 9. MR.REILLY: Page 4, I believe is what
10 management of its coal purchases for a bit, all 10 you were talking about she asked directly abont
11 right? D¢ you remember you talked to OCC's counsel {11 service interruptions,
12 about that? 12 EXAMINER KINGERY: Yes, she did
13 A. Yes. 13 Overruled. .
114 Q. Okay. And in the -- during that 14 Q. Page 5-29 section "review related to
15 discussion with her you were talking about thie size 15 service interrnptions and unscheduled ontages,” do -
16 of the - of the number of transactions that you -- 16 you see that?
17 that you — that there were te look at. Do you 17 A, Yes.
18 remember that? 18 Q. Okay.
19 A, Yes. 19 MS. HOTZ: 1still object because 1
20 Q. Okay. And as part of that discussion, 20 withdrew the guestion because I misunderstood the
21  you said that you didn't look at all the 21 statement.
22 tramnsactions, but you looked at a part of them in a 22 EXAMINER KINGERY: So far he has just
23 mumber of areas. Do you recall that also? 23  asked if he sees it. Lef's see what he asks.
24 24 MS. HOTZ: Okay. All right

22 (Pages 111 to 114)
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1 Q. Would you take a lnok at that section, 1 RALPH SMITH
2 please. 2 being first duly sworn, as prescribed by law, was
3 A. Yes. 3  examined and testified as follows:
4 Q. QOkay. Does that address the service 4 DIRECT EXAMINATION
5 interruptions and unscheduled outages? 5 By Mr. Retlly:
6 A. Yes. 6 Q. Mr, Smith, would you tell us your
7 Q. Now, I would like to talk to you about 7 business address.
8 coal inventories and potential effect on pricing. 8 A. My business address is Larkin &
9 OCC's counsel discussed this with regard to the 9 Associates, PLLC, 15728 Farmington Road, Lavonia,
10 Zimmer plant. Could you tell me, does a higher coal | 10 Michigan.
11 inventory generally lead to a higher or lower price? |11 Q. And what's yonr position with Larkin &
12 A. To the extent that there is more coal 12 Associates?
13 accounted for in inventory than actually is in 13 A. 1am a senior regulatory consultant.
14 inventory, it has the effect of undercharging the i4 Q. Okay. Now, in front of you is a docnment
15 current FPP customers and that that undercharge will 15 that's been laheled for identification purposes as
16 be made up in future periods when the cost is 16 Commission-Ordered Remand Exhibit 1. Can you find
17 actually charged to -- to coal burned. 17 that document wp there for me.
18 Q. 1gotyou. Would the reverse of that 18 A. Yes.
19 also be true, that the lower — that if it was lower 19 Q. Could you tell me have yon seent this
20 imventory, it would be a higher price, or have Igot |20 document before?
2t thatright? 21 A. Yes.
22 A. Yes. If the accounting for fuel 22 Q. Did yon have any relationship to the
23  inventory was -- was less than actual inventory and, 23 document?
24 therefore, the calculations were more coal was burned 24 A. Yes,
116 113
1 than actually was burned, that would have been 1 Q. And what was that?
2 expense — an expense that would have been charged to 2 A. I and my firm are responsible for chapter
3 the FPP earlier than actually would occur once the 3 5 inthe document.
4 adjustments are made. 4 Q. And what daoes chapter 5 deal with? .
5 MR.REILLY: Maylhavea moment your 5 A. Chapter 5 deals with the fuel economy and
| 6 Honor? : 6 purchase power and initial allowance components, the
7 EXAM]NER KINGERY: Yes, you may. 7 FPP component audit.
8 MR. REILLY: Thank you, Mr. Schwartz. 8 Q. Now, Mr, Smith, would you go over your
9 EXAMINER KINGERY: Thank you, 9 educational background for us. Just tell us a lictle
10 Recross? 10  bit about yourself.
11 MR. COLBERT: Nothing, your Honor. 11 A. Yes. Ihave a Bachelor's of science in
12 EXAMINER KINGERY: Thank you. 12 accounting from the University of Michigan, Dearbomn,
13 Ms. Hotz? 13 1979. I have a Master's in taxation from Walsh
14 MS. HOTZ: No, thanks. 14 College in 1981. And I have a jurist doctorate
15 -~ EXAMINER KINGERY: You may step down. |15 degree from Wayne State University, 1986.-
16 Thank you very much. 16 Q. Thank you. Now, would you also describe
17 Let's take about a 5-mimite break before 17 for us your -- your career today. What have ycu done
18 we get started on the next witness. 18 and where have you dane it since graduating from
19 {Recess taken.) 19  school?
20 MR. REILLY: Your Honor, we would call 20 A. Since graduating U of M with my
21 Mr. Ralph Smith. 21 accounting degree in 1979, I took a job with the
22 --- 22 predecessor firm te Larkin & Associates. That firm's
23 23 name was Larkin, Chapski & Company. And during the
24 24 first two years did a variety of auditing, tax work,

23 (Pages 115 to 118)
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1 reviews, and then got involved with utility 1 corrections on them are attached to the letter.
2 regulation. And since then the vast majority of my 2 Q. Would it be safe -- would it be fair to
3 professional time and efforts have been devoted to 3 call that an errata sheet?
4 addressing a wide range of issues having to do with 4 A. FErrata sheet is a good name for it, yes.
5 utility regulation. 5 Q. IfIcould just direct everybody's
6 Q. Have you ever -- have you ever dealt with 6 attention to the docketing mark that is on the front
7 energy companies before? 7 page of the exhibit is showing that it has been
8 A. Yes, on many occasions. § dacketed,
9 Q. Have yon ever dealt with Duke - Ohio 9 Now, Mr. Smith, were any of the
10 before -- Duke Energy ~ Ohio before? 10 corrections you made that are reflected in Exhibit 1B
11 A, Well, round 1 of the FPP review we dealt 11 substantive in nature?
12 with Duke's predecessor Cincinnati Gas & Electric. 12 A. I view them more in the nature of
13 Q. Okay. So you were involved inround 1 of |13 correcting typos. They d1dn‘t affect our
14 the FPP review. 14 recormmendations.
15 A. Yes. 15 MR. REILLY: All nght. Thank you,
16 Q. So yon have experience with the exact 16 Mr. Smith. I guess we would offer the witness on
17 process and issnes and guestions that are going on in | 17  behalf of the Commission.
18 this proceeding on top -- 13 EXAMINER KINGERY: Thank you.
i9 A. Yes. 19 Mr. Colbert?
20 Q. - of your other experiences? 20 "MR. COLBERT: No questions.
21 A. Yes, that's true. 21 EXAMINER KINGERY: Thank you.
22 Q. Have you had any occasion to lecture at 22 Ms, Hotz?
23 any places regarding accounting issues or legal 23 MS. HOTZ: Yes, I have questions.
24  issues involved with energy world? 24 ---
120 122
1 A. Ipresented various speeches and lectures 1 CROSS-EXAMINATION
2 onbehalf of NARUC, on behalf of NASUCA, and on 2 By Ms. Hotz:
3 behalf of some of the regulatory commission staffs. 3 Q. Did you say you luve a jl'.ll"lst doctorate"
4 We have done training seminars for them, 4 Is that what yon said, or you have a doctorate?
5 ©Q. Now, Mr. Smith, I have also put in front 5 A. Jurist doctorate. .
6 of you a document that's identified as 6 Q. Oh, I just wanted to make sure. I am
7 Commission.Ordered Remand Exhibit 1C. Do yousee | 7 going to direct your attention to page 1-3 of the
8 that document? 8 audit report.
9 EXAMINER KINGERY: Is there also a 1B? 9 EXAMINER KINGERY: Could you turn the
10 Wehave 1A and 1C. 10 mike on? Could you turn your mike on, please?
11 MR. REILLY: It should be 1B. If you 11 MS. HOTZ: Oh, my mike.
12 could make the correction of 1B, if | could have that 12 Q. Okay. Did you hear me?
I3 marked for identification as 1B. 13 A, Page 1-3.
14 EXAMINER KINGERY: It will be so marked. |14 Q. Yes. Footnoete 3. Are you familiar with
15 (EXHIBIT MARKED FOR IDENTIFICATION.) [ 15 that footnote or that circumstance addressed in that
16 A. Yes,Thaveit. 16 footnete?
17 Q. Allright. Could you tell me what that 17 A. Yes,Iam.
I8 is. 18 Q. Did CG&E provide a reasonable
19 A. Yes. It's basically a letter that we 19 justification for the change addressed in that
20 sent to the Commission after getting the final copy 20 footnote?
21 of'the report. | had noticed that there were certain 21 1 believe they did.
22 things in chapter 5 that required correction and the 22 Q. What was that?
23 letter describes the corrections that needed to be 23 A. 1think this was addressed in the - the
24 made and I believe the specific pages that had the 24  audit report for the previous round. And if you

24 (Pages 119 t0 122)
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123 125
1 refer to page 5-25 of report dated October 7, 2003, I audit trail to us, and we reviewed it. We believe
2 for the audit period January through June, 2005, CG&E | 2 that the costs related to DE-Chio's active management
3 had credited certain gains on the sale of coal 3 can ultimately be tracked to supporting
4 against fuel costs, but it has advised us at that 4 documentation. We do have some other recommendations
5 point that it would reverse that treatment in its 5 to improve their documentation, but we do believe
6 fourth quarter 2005 FPP filing. That was based on 6 that their present and active management is
7 their clarification of which types of coal sales 7 auditable.
8 transactions would flow through the FPP. 3 Q. What snggestions did you have?
9 Q. 'Was that related to the stipulation, the 9 A. If you look at starting at page 5-39 and
10 provisions in the stipulation? 10 5-40, 5-41, on thosc pages that contains our
11 A. This item, 1 believe, was addressed in 11 recommendations. Specifically for the active
12 the stipulation that resolted as a resuit of the 12 management starting at the top of page 5-40, their
I3 prior audit. 13  active management reflects a reaction to daily market
14 Q. OKkay. On pape 1-6 of the audit report, 1 14 changes and because of that it can be very
15 believe that would have heen EVA's -- EVA states that | 15  challenging to understand the reasoning for each
16 DE-Ohio employs active management of its coal 16 active management transaction and how it retates to
17 emission allowance and energy supply. Do you seeit |17 the responsibility to serve their native load
18 there? ; 18 customers, and for that reason we believe that it's
19 A, Page 1-67 19 imperative that the company maintain documentation
20 Q. Yes. 20 not only of the costs being concluded in the FPP but
21 A. Yeah. Youknow, this is really EVA's 21  also of the reagons in support for the company's
22 part of the report, but I see that they made a 22 active management decisions.
123 statement there, ° 23 Q. So about how many of these active
24 Q. Are you familiar with DEO employing an 24 management decisions would be made each month?
124 126
I active management of its coal emission allowance and 1 A_ It's hard to put a gquantitative mmmber on
2 energy supply? : 2 that They basically look at their positions each
3 MR. COLBERT: Objection, your Honor. She 3 business day and look at their market information
4  is outside of the — the audit findings of this 4 each business day, look at their load forecasts, and
5 witness. 5 decide if they need to make some adjustments in their
6 MS. HOTZ: Well, the previous auditor 6 portfolio, and so they are making -- and they call
7 told me to direct this question to the financial 7 that active management. If they determine, for
8 auditor. 8 example, that it's economically advantageous to
9 EXAMINER KINGERY: She can ask the 9 purchase power rather than generating at one of their
10 question. Ifhe doesn't know, he doesn't know. 10 plants, then that's the decision they will make on
11 Q. Are yon familiar that — are you familiar 11 that day. Ifthey determine that the cost of
12 with DEO -- DE-Ohio's active management of its coal |12 emission allowances is such that it may be beneficial
13 emission allowance and energy supply? 13 to sell some emission allowances and to perhaps
14 A. Tam famihar with their what's been 14 purchase power and not generate using one of their
15 called active management, 15 own units, that's the decision they will make, and
16 Q. Okay. Do you believe that yon can 16 they are constantly looking at not only market data
17 adequately andit DE-Ohie's purchased fuel and 17 but at their own existing positions and making these
18 purchased power practices as long as DE-Ohio actively | 18 types of decisions almost continuously.
19 manages its coal emission allowance and energy 19 Q. So you would say several — more than
20 supply? 20 several times a day, would they be making these kinds
21 A. Yes. And I've stated as much on page 21 of decisions?
22 5-39 and 5-40 of the report. 22 A. If you — you know, [ mean, if you get it
23 Q. 5 what was that again? 23 down to a very granular basis, they are probably
24 A, 5-39 and 5-40. They did provide a good 24 doing some kind of active manapement decision
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1 virtually every business day. 1 at one of the attachments to section 5 of the report,

2 Q. Okay. What kind of reasons would you 2 Attachment 5-2 presents our initial data request to

3  like them to document? What would be a reason that | 3 the company. And if you will start locking at

4  would be documented? 4 page -- well, the first page has some data requests

5 A, 1think the —~ what | foresee is a way of 5 related to minimum review requirements and then the

6 improving their documentation would be just for them 6 second page starting at LA-2-17 has a bunch of

7 to memorialize somehow the data that they were 7 information related to the station visitation and

8 looking at that particular point in time and how they 8 review of the company’s coal processing procedure

9 evaluated that data to make that particular decision. 9 from receipt of coal to the disposition of fly ash.

10 Q. What kind of data would they — would 10 And those particular questions run through LA-2-33.

11 they be referring to in these reasons? 11 And these were pretty much taken directly

12 A. Data would include the current positions, 12 out of Chapter 4901:1-11 of the Ohio Administrative

13 their current load forecasts, their evaluation of 13 Code and are basically applying in the current

14  market conditions, and their evaluation of all that 14 context the procedures that had previously been

15 data to determine why they made particular 15 applied when the company had an EFC.

16 transactions at a particular point in time. 16 Q. So is that also true with investigation

17 Q. Did you present this recommendation to 17 of quality, contrel, and maintenance at planis?

12 Duke? 18 A. Yes. We basically vsed that same

19 A. Yes. Ifs in our report on 5-40. 19 guidance from Chapter 4901:1-11 as guidance for

20 Q. And what was their response? 20 cverything we needed to do. We adapted it to the

21 A. 1believe they agree with it. 21 current context, of course, but that was the

22 Q. Okay. Now, I am going to ask you about 22 fundamental source of guidance for our review.

23  on-site investigation. On page 3 of the RFP under 23 Q. Did you investigate and report on any

24 the power plant performance, the RFP requires the |24 other items besides fuel handling, quality control,
128 130

1 auditor te conduct an on-site investigation of at 1 or maintenance during your on-site investigation?

2 least one of the company’s gencrating stations and 2 A. lbelieve we did. Yeah, the description

3 report findings, conclusions, and recommendations, | 3 of what we did specific to station visitation starts

4 correct? 4 at page 5-25 of our report and runs through 5-28.

5 A, Yes. 5 Q. What does an andifor find out on an

6 Q. Do you believe that this on-site 6 on-site investigation that it would not find out

7 investigation is an important aspect to the FPPand | 7 without an ou-site investigation?

§ the SRT audit that was performed? 8 A. You get to see how the plant is set up,

9 A, Yes. - 9 how they actually take the coal from the barges and
10 Q. Why was it important? 10  delivered mto the plant. We climbed up the conveyor
11 A. Tthink it's important to actually go 11  belt and saw their scale. We walked around in the
12 on-site and see the operation of one of their major 12 coal pile. We went inside the plant. We got
13  generating units, And there's a number of audit 13 descriptions of the various types of equipment. It's
14 steps that tie into that process and we followed the 14 just -- it's very helpful to see the actual plant in
15 procedures from former Chapter 4901:1-11 of the Chio |15 operation and to see it physically as opposed to just
16 Administrative Code in order to conduct the on-site 16 looking at paper invoices. The auditing profession
17 review and review the related documentation. 17 tends to really encourage on-site review as opposed
18 Q. So you followed the Ohio Administrative 18 to just paper document review, especially for major
19 Code step by step in doing your investigation? 19 items, and I think it's beneficial.

20 A, Pretty much, yes. 20 Q. Okay. So when you are talking about

21 Q. Okay. Is there something in the Ohio 21 major items, are you talking about items that cost a
22 Administrative Code that outlines how to investigate { 22 lot, or are you talking about - when you say major
23 fuel handling? 23  items, what deo you mean?

24 A. Yes, I believe there is and if you look 24 A. A item that would be material to the

26 (Pages 127 to 130)
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1 scope of the review that's being conducted. 1 "Rider,” should the exhibits presented -- should the
2 Q. Okay. 2 Commission-ordered exhibits be redesignated?
3 A. And the EFC procedures provide for 3 EXAMINER KINGERY: They can be, although
4 basically visiting one plant during each review 4 we didn't have any Commission-ordered exhibits in the
5 period so during this particular review period we 5 nonrider phase of it, | don't believe.
6 visited the company's Beckjord generating station. 6 MR. REILLY: Oh, no --
7 During the earlier phase we visited Zimmer. 7 EXAMINER KINGERY: Ii's fewer words.
8 Q. Have you been — have you done many & Thank you.
9 on-site investigations in your auditing of electric 9 MR. COLBERT: Your Honer, it's already
10 companies? 10  also been docketed, but it might be appropriate to
11 A, The Zimmer visit was my first visit io a 11 mark the stipulation as Joint Exhibit Remand Rider 1.
12 coal plant, but in a lot of our regulatory consulting 12 EXAMINER KINGERY: It will be so marked.
13 engagements we do go on-site to the company's offices | 13 MR. COLBERT: Thank you.
14  usually for interviewing people. 14 (EXHIBIT MARKED FOR IDENTTFFICATION.)
15 MS. HOTZ: That's all I have. Thank you. 15 MR. COLBERT: We would not move 1i in
16 EXAMINER KINGERY: Thank you. 16 until later in the proceeding.
17 Mr. Boehm was here. We'll go off the 17 EXAMINER KINGERY: That's fine.
18 record for a minute. 18 Would you raise your right hand, please?
19 (Off the record.) 19 {(Witness sworn.)
20 EXAMINER KINGERY: Do you have any 20 EXAMINER KINGERY: You may be sealed.
21 redirect? . 21 THE WITNESS: Thank you.
22 MR. REILLY: No redirect. 22 MR, REILLY: Excuse me. Before we get
23 EXAMINER KINGERY: Okay. Thank you very |23 started, on behalf of the Commission I would move
24 much. You may step down. 24 Commission-Ordered Exhibits 1 and 1A and 1B into
132 134
1. (Witness excused.) 1 evidence. .
2 EXAMINER KINGERY: At this time would the 2 EXAMINER KINGERY: Any objections?
3  company like to present its first witness? ' 3 (No response.)
4 MR. COLBERT: Yes, your Honor. Thank 4 EXAMINER KINGERY: They will be admitted.
5 you. The company would cail Mr. Chuck Whitlock. 5 (EXHIBITS ADMITTED INTO EVIDENCE.)
6 Your Honor, we would mark Mr. Whitlock's 6 MR. COLBERT: Your Honor, just very
7 direct and supplemental testimony as Duke Energy - 7 quickly, Mr. Whitlock has recently had surgery and it
8 Ohio Remand 27 and 28. 8 may be necessary for him on occasion to stand up or
9 EXAMINER KINGERY: I think it makes more 9 put his leg up on the chair that I've got there for
10 sense if we start over with 1. We've been tatking 10  him; it's meant as no disrespect to the court.
11 about it, so we're thinking Remand Rider Exhibit 1. 11 THE WITNESS: I actually won't stand on
12 1know that's long. We can just abbreviate it as 12  the chair. I might put my legon it.
13 "RR" or something in our briefs, 13 MR. COLBERT: That would be appreciated.
14 MR. COLBERT: That's fine. 14 EXAMINER KINGERY: Whatever you need to
15 - EXAMINER KINGERY: But then we start at | 15 dois fine. ‘
16 again, so I think that would be nice. 16 THE WITNESS: Thank you.
17 MR. COLBERT: Okay. Duke Energy - Ohio 17 EXAMINER KINGERY: Yes.
18 Remand Rider 1. 18 -
19 EXAMINER KINGERY: Yes. 19 CHARLES WHITLOCK
20 MR. COLBERT: And2. 20 being first duly sworn, as prescribed by law, was
21 (EXHIBITS MARKED FOR IDENTIFICATION.) |21 examined and testified as follows:
22 MR. REILLY: Excuse me, your Honor, 2 DIRECT EXAMINATION
23  before we get started, just so we keep things clear, 23 By Mr. Colbert:
24 if we're going to call the exhibits in this case 24 Q. Mr. Whitlock, do vou have the two

27 (Pages 131 to 134)
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1 exhibits that we just marksd as Remand Rider Exhibits | 1  their SRT charge calcalations; de you see thai?
2 1and 2in front of you, and are they your direct and 2 A. Yes, sir.
3 supplemental testimony that you have filed in this 3 Q. And what is the basis for that 15
4 case? 4 percent?
5 A. 1do, and they are. 5 A. That 15 percent itself is a calculation
6 Q. And wounld you state your name and 6 that's really kind of industry practice that looks at
7 business address for the record, please? 7 loss of load expectation over a planning horizon, it
8 A. It's Charles R. Whitlock, 139 East Fourth 8 takes into account the E4 rate, the required
9  Street, Cincinnati, Chio 45202, 9 operating reserves, and then deviations for
10 Q. And, Mr. Whitlock, do you have any 10 temperatare above normal, weather-normal
11 changes or amendments to the documents that are 11 temperatures.
12  marked as your supplemental and direct testimony? 12 Q. And when you say an industry practice, is
13 A. We should probably change the -- on both 13  that something that MISO or PJM have built into their
14 my title is changed, and it says that [ work for ke 14 standards, or where exactly does that come from?
15 Energy Americas. [actually work for Duke Energy 15 A. I'mean, various structured markets have
16 Shared Services, and my title has changed from 16 different requirements, PTM does have a capacity
17 President to Senior Vice-President, Commercial Asset 17 reserve margin, and I believe it is 15 percent. MISO
18 Management, 18 has a day-ahead operating reserve requirement. Some
19 Q. Do you have any other changes? 19 of the New England markets have — they are various
20 A. 1don't believe so. 20 and sundry, but they're in or around 15 percent.
21 MR. COLBERT: Your Honor, Mr. Whitlock is 21 They're basically made up of the same components that
22 available for cross-examination. 22 1talked about, right, the planned E4 rate, changes
23 EXAMINER KINGERY: Thank you very much. |23 in weather, and what you have to have from a capacity
24 QCC? 24  standpoint to meet operating reserve requirements.
136 138
1 MR. SAUER: Thank you, your Honor, 1 Q. And staying on page 10 in your
2 --- 2 supplemental testimony you refer to something as a
3 CROSS-EXAMINATION 3 designated network resource --
4 By Mr, Sauer: 4 A. Uh-huh. ‘
5 Q. Good afternoon, Mr. Whitlock. My name s | 5 Q. — that MISO has. Can you explain what
6 Larry Sauer and I represent the Office of the Ohio 6 a, you refer to as a DNR, what is that?
7 Consumers' Counsel. 7 A. A designaied network resource is a
8 THE WITNESS: Your Honor, could we get a 8 resource that's available to meet an energy
9 microphone? 9 requirement on a firm basis so that it works on
10 EXAMINER KINGERY: Yes. 10 network transmission on a firm basis. It's the
11 Could you use the one over there? Thank 11 firmest supply that you can have.
12 you. 12 Q. And is this in a lenger term plannmg
13 THE WITNESS: Somy. 13  mode or more of a day-ahead?
14 MR. SAUER: That's all right. Thank you. 14 A. Ifit's a DNR on a longer term basis, it
15 Q. Is this better? 15 would be 2 DNR on a shorter term basis. Again, a
16 A. Yes. Thank you, 16 designated network resource doesn't have time, it
17 Q. I have a few questions for you this 17 works or it doesn't work as a designated network
18 afternoon, Mr. Whitlock. Initially if you could turn |18 resource. Does that help?
19 to page 10 of your testimony. 19 Q. This, again, is in the long-term planning
20 MR. COLBERT: Mr. Sauer, which testimony? |20 mode then?
21 MR. SAUER: His supplemental. 21 A. Idon't - what is "it"?
22 MR. COLBERT: Thank you. 22 Q. The DNR. The reference to a DNR, is that
23 Q. Atline 19 you talk abeut 15 percent 23 only if you're discussing long-term planning?
24 capacity reserve margin that DE-Ohio relies upon in | 24 A. Again, a DNR —if a DNR meets iton a
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1 long-term basis, it will meet it on a short-term 1 Q. So then an option, for example, wouldn't
2 basis so I'm struggling a little bit with the 2 beaDNR.
3 question. 3 A. An option for capacity or an option for
4 Q. Okay. I'm wasn't sure if it only applied 4  energy?
5 in your SRT calculations as part of the longer term 5 Q. An option for capacity.
6 capacity requirement. 6 A. Once I exercise the option is it a firm
7 A, Let me try it this way, I mean, the SRT 7 option -
8 is a long-term resource planning, it's where we 8 Q. Well, I don't know —
9 recover our costs for our long-term resource plan, 9 A. - that would qualify as a DNR, then
10 right? So it's a long-term capacity obligation. 10 yeah, it would be a DINR once I exercised it.
11 It's the company's approach to procure those assets 11 Q. Okay. Of the DENA assets, Mr. Whitlock,
12 on a long-term basis, right? 12 how many of those assets are within the Midwest ISO?
13 Now, a long-term basis, again, we're 13 A. Vermilion.
14 restricted by approval, we get preapproval for those 14 Q. So just one?
15 BRT costs, so we basically go out a year in advance. 15 A Yes.
16 It's my opinion that we should procure longer term 16 Q. And you comsider DENA assets ouiside of
17 resource capacity, you know, through like Jast year 17 the MISO footprint to be DNR.
18 we should have bought some in '7 and some in '8, but 18 A. You would have to request transmission
19 we get annual approval to do those types of things. 19 from PJM and then have transmission, firm
20 If in the short-term we do not have 20 transmission, granted out of PJM, and then MISO would
21 enough designated network resource capacity to meet 21 do a transmission study to see if those were - or
22 MISO’s operating requirements, that 4 percent, it's 22 could qualify as a designated network resource inside
23 4.1 percent of our forecasted load, we will buy a 23 of MISO.
24 designated network resource to make sure that we meet | 24 Q. Has such a study been done?
140 142
1 MISO's module E. Does that help? 1 A. Tdon'trecall.
2 « Q. Ithink se, yes. 2 Q. And have you reviewed the stipulation
3 So when you say it's a firm contract 3 that was filed in these proceedings yesierday?
4 or -- did you say it was a firm contract? Was that 4 A. I'dlike to have one in front of me if
5 your reference to a DNR, as a firm contract? 5 you're going to ask me some questions on it.
6 A. You asked me what a DNR was and I said a 6 Q. I believe if you leok at, ander the stip,
7 DNR is a resource that will allow you to use network 7 paragraph No. 8 -- do you have the stip?
8 transmission to meet a load obligation. It's the 8 A. Ido.
9 firmest of resources. 9 Q. Okay. And did you see paragraph 8?
110 Q. And when you say "network transmission,” {10 A. Yeah, I'm looking at it.
11 is that — 11 Q. Okay. And if I understand your
12 A. As opposed to like point-to-paint 12 supplemental testintony, you're advocating for the
13 transmission. 13 DENA assets to be included within DE-Ohio's capacity
14 Q. Okay. And if that's the firmest of firm, 14 purchases as part of the SRT rider, correct?
15 what other resource options are there below a DNR? | 15 A 1do. S :
16 A. For capacity? 16 Q. And the stipulation that was flled in
17 Q. Yes 17 this case yesterday essentially changes your
18 A. There really aren't any. I mean, the 18 recommendations regarding the DENA assets; does it
19  idea of -- I don't think there are. I mean, I guess 19 not?
20 you could buy nonfirm capacity; 1 don't know why you |20 A. Could you repeat the question?
21 would buy it, I don't think it gives you anything, 21 MR. SAUER: Could I have the question
22 right? If the capacity can be recalled from you, it 22 reread, please?
23 doesn't do anything to help you meet your load 23 {Question read.)
{24 obligation. 24 A. Not insofar as it relates to recovery of
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hotter or I lose more than my historic E4 rate, that

1 those costs through the SRT, right? 1 mean, in my 1 will put me in a situation where I would be in this
2 testimony I say we should recaver the costs if we use 2 circumstance. And so it's rare when capacity is
3 those assets to meet our capacity requirements and 3 transacted in a very short-term market,
4 recover those dollars through the SRT. 4 You know, how many broker quotes would I
5 Q. But does this -- I'm sorry. 5 receive? Tl tell you what, if I had to - again,
o A. The stipulation says basically the same 6 we're going to be a buyer to maintain our module E
7 thing, that they will be recovered, in the first 7 requirements in this example, so I'm going to call
8 sentence, through the SRT. 8 all of the brokers that I deal with to have them help
9 Q. Is it your perspective that through the 9 me get quotes for this period of time, and there
10  stipulation there's a limitation as to the usage of 10 might be — I might get one. Imight get five
11 these DENA assets? 11 different quotes.
12 A. Yes. 12 Q. How many brokers de yon typically deal
13 Q. And what would that limitation be? 13 with?
14 A. Ttsays seven days or less. 14 A, Around that number, right? [ mean,
15 Q. And what does that mean to you? 15 fivish, we'll call it, for power and capacity. Now
16 A. Seven days or less. 16 all of those won't have gquotes at the same time,
17 Q. Would that limit it to use in, say, in an 17 right? They all might. They all might have the same
18 emergency situation only? 18 quote, I don't know.
19 A. No. It means seven days or less. 19 Q. Well, of these brokers that are providing
20 Q. Could you have a series of seven-day 20 the quotes, would you say that the capacity market is
21 events? 21 alarge or small portion of their business?
22 A. ltelieve if they — I believe so. If 22 A. The term "capacity market's" a
23 they were seven days or less, you could have muitiple 23 significant part of their business, right? The
24 of those occurrences. Just my reading of it. 24  short-term capacity market, again, is not.
144 146
1 Q. Is this the first time you're reailly 1 Q. Okay. And in the long-term capacity
2 seeing this stipulation, or were you involved in the 2 market how many capacity transactions occur per day?
3 discussions that led up to this? 3 A. Tdon'tknow. Onaverage? Probably less
4 A. No; I was on vacation two weeks and 1 4  than onc a day, or one a day, two a day, [ don't
5 came back, the first day I saw it was yesterday and 5 koow. .
6 it was fluid yesterday, right, so it was changing. 6 Q. Now, if I understood what you had said
7 Solsaw it yesterday. 7 earlier, because the capacity market is typically
3 Q. Okay. Under 8 there are several 8 traded in a long-term basis, that It takes some
9 subpoints, A, B, and C. Do you see those in the 9 unusual cvent like an extreme weather situation or a
10  stipulation that was filed yesterday? 10  unit goes down or something like that. When was the
11 -~ A Ido. 11 last time that Duke experienced a situation like
12 Q. In a situation where from your 12 that?
13 perspective we're in a seven-day period where the 13 A. Youknow, we had one this — we had one,
14 DENA assets are appropriate for cost recovery, how | 14 I want to say it was like two months ago, maybe three
15 many broker quotes would you anticipate might be |15 months apo, where we did not have -- we were not -
16 available to help establish 2 market price under the |16 poing to comply with module E and we actually used
117 stipulation? 17 the Vermilion capacity that was not committed in the
18 A. It's going to depend but, again, the 18 marketplace to satisfy our module E requirement, and
19  majority of the capacity, the majority of the 19 we charged zero through — we don't recover any of
20  capacity market is going to be procured over a 20 those costs, right?
21 long - over a longer period of time. Let's make it 21 I mean, we basically used that Vermilion
22 a year, right, that I'll procure a year in advance a 22  asset or the DENA -- the legacy DENA asset to satisfy
23 15 percent reserve margin. Now, if weather is a lot 23 ouwr module E requirement. And I believe it was two
24 24  or three months ago. And it was because of outages.
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1 Q. And did the cost of that capacity get 1 EXAMINER KINGERY: That's fine.
2 included in the SRT calculation? 2 MR, SAUER: Thank you.
3 A. No, it didn't. 3 Q. (By Mr. Saner) And so given the situation
4 Q. During that event that you're talking 4 that you've just kind of been talking about here, you
5 about what was the market price that was being 5 wouid anticipate, if this event now occurs under this
6 experienced at that time? 6 stipulation, that the capacity costs for DENA would
7 A. For capacity or for — 7 be a midpoint of the broker quotes that are received
8 Q. For capacity, yes. 8 and, admittedly, there aren't going to be very many
9 A. Again, we basically polled the market for 9 of those, correct?
10 offers and the offers that we got, I don't remember 10 A. Yegh. Again, there would be the, I mean,
11  the exact numbers, we probably have them recorded, 11 there are going to be broker quotes to the degree |
12 but the offers were -- they were high-priced offers, 12 can get broker quotes, right? I mean, in that event
13 right? And we were like -- we felt like it was not 13 I would do the exact same thing I did before, 1 would
14 prudent for us to buy that when we had excess 14 call counterparties and I would call brokers and ask
15 capacity of our own, again, it wasn't dedicated to 15 them what's the market for capacity for whatcver the
16 the FPP, to the MBSSO customer, so we used that 16 time period —~ for the next day. And I would get the
17 instead. 17 number of quotes that I got, and I would get the
18 So we were basically the buyer, right, 18 number of offers that I got, and they would be at the
19 hecanse we were the one that had the shortfall. 19 level at which they gave them to me.
23 There weren't other buyers. There were sellers, but 20 Q. And then under B It says the average
21 their price was high, and we didn't buy it and 21 price of third-party purchases transacted, and how do
22 instead used Vermilion resources at no charge, 22 you envision that wonld be — those transactions
23 Q. When you say the price was high,canyon |23 would be identified?
24 Kkind of give me a range? 24 A. How would the transactions be identified
148 150
1 A. Yeah, you know, I want to say it was — 1 or consummated?
2 T'd hate to do it and then be wrong, so is there some 2 Q. How would they be I guess inifially
3 way that we could -- 3 identified and then if they become consnmmated, how
4 Q. Subject to check? 4 would they be —
5 A. Is there a mechanism that we can provide 5 A. 1would poll the market. I mean, I would
6 you that data with — 6 call counterparties that I know that have capacity
7 MR. COLBERT: Sure. 7 that qualifies, again, that will fulfill my module E
B A. - other than me speculating about it? 8 requirement, and I would call those counterparties
9 MR. COLBERT: Your Honor, DE-Ohio willbe | 9 and sce if they had capacity available tomorrow, and
10 happy to provide the parties with the data that 10 if they did, I would ask them what their offer was
11 Mr. Whitlock is referring to. We will getit. I 11 for that capacity.
12 mean, if Mr. Whitlock can do an estimate subject to 12 And if it was — say | called three
13 check, we have no objection to that as well. 13 different counterparties and the first two didn't
14 MR. SAUER: Mr. Colbert, vou're offering 14 have any and the last one had it, then I would buy
15 to put that into the record, then? 15 it, and they would tell me the price and I wounld buy
16 MR. COLBERT: Yes. 16 it
17 MR. SAUER.: Not just get it to the 17 Q. And, again, is it your anticipation that
18 parties, but put it into the record? 13 only the Vermilion plant would be available in these
19 MR. COLBERT: We can do that, too. 19 situations?
20 EXAMINER KINGERY: We'll have another day | 20 A. Yeah Imean--
21 of hearings; you can bring it at that time. 21 Q. Realistically.
22 MR. COLBERT: Ineed to confer with them 22 A. The PIM capacity, right, at the end of
23  io see whether it should be confidential, but if it 23 this year, right, I will have sold in the new PJIM
24 is, we'll file it under seal. 24 capacity market - by Friday I'll find out — we
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1 offered it all into PIM and we'll get a clearing ! recall that?
2 price from PIM on this Friday, so that capacity will 2 A. What page is that?
3 besold. 3 Q. I think it was on one of your schedules.
4 Now, I'll have the ability to go out and 4 A. Yeah, Iseeit
5 buy capacity from PIM, again, subsequent -- if we 5 Q. And that is —-
6 said that we wanted to use those assets, we would do 6 A. It's almost 9 million,
7 the transmission studies, et cetera, and we could buy 7 Q. TIs that a projection for 2007?
8 back the capacity that we sold from PIM and use the 8 A. Yes.
9 PIM capacity to meet this requirement. But likely, 9 Q. And do you know what your final SRT costs
10  you're right, that it's Vermilion. 10 for 2006 were?
11 Candidly, there probably will not be 11 A. 1 don't, but P'm sure we can provide it.
12 excess legacy DENA capacity available for the MBSSO 12 Idon
13 customer because we'll sell it because, again, that 13 MR. COLBERT: Your Honor, just to
14 market is a long-term market. 14 clarify, we are still under seal, right?
15 Q. And did I understand you earlier to say 15 EXAMINER KINGERY: Yes, we are.
16 that you've not been actively managing your 16 MR. COLBERT: Thank you.
17 gemeration portfolio beyond 2008? 17 EXAMINER KINGERY: We've been under seal
18 A_ Are you referring to something in my 18  all day.
19 testimony? 19 MR. COLBERT: Just wanted to make sure.
20 Q. No, something you said carlier on the 20 Q. (By Mr. Sauer) I apologize, 1 didn't mark
21 stand where if you had your way, yon wonld have been |21 it in yoor testimony but 1 think you had an estimate
22 doing something in 2007-2008 already. 22 in here, maybe an actual number through September of
23 A [ think what [ was talking about was, 23 '06 of approximately — yes, on page 8, line 4, 1
24 again, this 15 percent, or X percent, reserve margin 24 think you're estimating your SRT expenses to be
152 154
1 is designed for a longer period of time than the 1 54 million. Does that ook righi?
2 next-day planning, It's a long-term resource 2 A. Yeah,Isce -- yeah. ‘
3 planning, right? It's saying do I have enough 3 Q. Sc do you know what the difference was or
4 resource. 4 what you're anticipating the difference to be between
5 Because, again, this is steel in the 5 an SRT charge in 2006 of 54 million to ax SRT charge
6 ground that we're talking ahout. I mean, that's 6 in 2007 of almost $9 million?
7 probably in laymen's term. A designated network 7 A. When we do the estimate, I mean, the
8 resource is that steel in the ground Jind of idea and 8 actuals are what we actually paid, right, and for the
9 that's a much longer lead time than seven days or a 9 products that we buy. And then the estimate is a
1C day or even a year, right? It says we need to have 10 calculation based on the products that we think we're
11 so many resources available to produce the energy to 11 going to buy at the prices that we think we’ll be
12 light the light bulbs. 12  able to execute those, right?
13 So what I said was is that instead of ug 13 I haven't done a line-by-line comparisan,
14 planning for kind of a one-year or one vear at a time 14 although it would be easy to do to say here are the
115 approach, we should plan for a longer period of time; 15 products in 2006, here are the similar products in
16 that's what I said, 16 2007, and here are the prices and the various prices.
17 Q. Okay. 17 Se it would be easy to do that, I just — 1 don't
18 A. ButIdon't think I said actively manage. 18 have that in front of me.
19 1don't know. 19 Q. And to the extent that you do
20 Q. I'm sorry. 20 overestimate the SRT charges and there's a true-ap,
21 A, We can talk about active management. 21 the actual costs that you incur are actually charged
22 Q. Mr. Whitlock, I believe in your direct 22  back to the customers, then?
23  testimony you had estimated SRT purchases for 2007 to | 23 A. If we overestimate it, it wouldn't be
24  be $8 million or approximately $8 million. Do you 24 charged back, right? We would give them a credit.
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1 Q. A credit coming back to the customers. 1 A. Duke Energy Shared Services.
2 A. Yes. 2 Q. Very good.
3 Q. And that's with interest? 3 A. T got in that conundrum before.
4 A. Idon't know. 4 Q. So yon don't kmow how any other party may
5 ME. SAUER: Thank you. That's all we 5 view the term "short-term,” correct?
6 have, your Honor. 6 A. It defines short-term as seven days or
7 EXAMINER KINGERY: Thank you. 7 less. _
8 Mr. Bochm, do you have any? 8 Q. Allright. Now, when you were talking
9 MR. BOEHM: Nao cross. 9 with Mr. Sauer, the question of multiple occurrences
10 EXAMINER KINGERY: Staff? 10 came up; do you recall that?
11 MR. REILLY: Thank you, your Honor. 11 A. Ido.
12 --- ' 12 Q. You would not be in a position to say how
13 CROSS-EXAMINATION 13 any other party would view multiple occurrences being
14 By Mr. Reilly: 14 tacked together, are you?
15 Q. Good afternoon, Mr. Whitlock: My name is |15 A. Tmnot.
16 Steve Reilly. 1'm here on behalf of the staff of the 16 Q. All right. That would be a subject that
17 Commission. I just have a few questions for you. 17 wonld be ultimately decided, if there was great
18 I'd like to direct your attention to what 18 disagreement, in an enforcement proceetlmg, is it
19 Mr. Sauer called the stipulation that was filed 19 not -- is that not correct?
20 yesterday. Do you have a copy of that up there? 20 A, I don't know where it would be decided,
21 A. Yes,sir. 21 but--
22 Q. Thank you. _ n Q. All right.
23 If you could turn to page 7, I'd like to 23 MR, REILLY: Nothing further.
24 talk to you about paragraph 8 on that page for a 24 EXAMINER KINGERY: Redirect?
156 158
1 second. And I would like you to take a look at the 1 MR. COLBERT: No redirect, your Honor.
2 first sentence in paragraph §. And youn were talking | 2 EXAMINER KINGERY Thank you very much.
3 with Mr. Sauer abont the term as used in that 3  You may step down.
4 paragraph, "short-term." Do you recall that 4 (Witness excused.)
5 discussion with Mr. Sauer? 5 EXAMINER KINGERY: Would you like to call
6 A. Ibelieve so. 6 one more witness?
7 Q. Allright. Now, you weren't involved, I 7 MR. COLBERT: Yes. Your Honor, the
8 think you sald, in the discussions that led up to 8 company's going to call Mr. Don Wathen
9 this stipulation; is that correct? 9 EXAMINER KINGERY: Would you raise your
10 A. Yeah; I was on vacation. I mean, I was 10 right hand?
11  invoived in some discussions starting yesterday, 11 (Witness swormn.)
12 right. 12 EXAMINER KINGERY: You may be seated.
13 Q. Were you invalved in discussion with any 13 MR. COLBERT: Your Honor, we would mark
14 party aside from your own company, Duke - Ohio? |14 the FPP testimony as DE-Ohio Remand Rider 3,
15 A. No,sir. 15 EXAMINER KINGERY: Yes.
16 Q. Okay. So you weren't involved with 16 MR. COLBERT: And the direct and
17 discussions with any other party to this stipulation |17 supplemental of the AAC as Remand Riders 4 and 5.
18 besides Duke, correct? 18 DE-Ohio Remand Riders 4 and 5.
19 A_ No,sir. Or, I mean, ask that question 19 EXAMINER KINGERY: That's direct and
20 again. IthinkI-- I was not involved with any 20 supplemental in that order.
21 other parties other than, I mean, ] talked to Paul 21 MR. COLBERT: That's correct. Trying to
22 Colbert about it. 22 keep them in the order they were filed.
23 €. Allright. Mr. Colbert works for Duke - 23 EXAMINER KINGERY: They will be so
24 Ohio, correct? 24 marked.
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1 MR. COLBERT: Thank you, your Honor. 1 MR. SAUER: Thank you, your Honor.
2 (EXHIBITS MARKED FOR IDENTIFICATION.) 2 ---
3 --- 3 CROSS-EXAMINATION
4 WILLIAM DON WATHEN, JR. 4 By Mr. Saver: ;
5 being first duly sworn, as prescribed by law, was 5 Q. Make sure I've got your exhibits correct,
6 examined and testified as follows: 6 Mr. Wathen. Remand Exhibit No. 3 is your September
7 DIRECT EXAMINATION 7 1stdirect testimony?
8 By Mr. Colbert: 8 A. T'm sorry, I can't hear you very well.
9 Q. Mr. Wathen, do you have in front of you 9 Q. Exhibit 3 is your direct testimony filed
10 what has now been marked DE~Ohic Remand Rider 3,4, | 10 September 1st?
11  and 5?7 1t A. In the rider FPP case.
12 A, Ido. 12 Q. Inthe rider FPP case. And Exhibit 4 is
13 Q. And are those your direct testimony in 13 the direct testimony in the AAC?
14 the FPP proceeding and direct and supplemental in the {14 A. That's right.
15 AAC proceeding? 15 Q. And then Exhibit 5 would be the
16 A. Itis 16 supplemenial, ockay. Thank you.
17 Q. And were those prepared by you or under 17 If you conld turn to page 5 of your
18  your direct supervision? 18 Exhibit 5, at line 14 yon talk about a new formula to
19 A. Yes. 19 determine market price; do you see thai?
20 Q. And do you have — well, do you have any 20 A Tdo.
2] amendments or changes to those? 21 Q. Can you describe what you mean by "a new
22 A. 1do have one typo on page 4, it's 22 formula"?
23 Exhibit 4, on line 21. Change the word "energy" 23 A. Well, I think the, what we'd call a
24 i - 24 market based standard service offer is a, it's really
160 162
1 EXAMINER KINGERY: Just a minute. I was 1 acombination of a lot of different components that
2 trying to collect my exhibits. 2  inthe course of several stipulations, orders, and
3 MR. COLBERT: Exhibit 4, that would be 3 rehearing orders we've come up with a method to
4 the direct of the AAC. 4 simulate market prices through this MBSSO, that's
5 EXAMINER KINGERY: The thickest of the 5 what I mean by "new formula.”
6 three is No. 3; is that correct? Okay, and you are 6 Q. So what you're saying, it's a simulation
7 now raking a correction on No. 4. 7 of a market price?
8 THE WITNESS: Four. 8 A. Yes.
o EXAMINER KINGERY: Which is the one filed | 9 Q. Soif there's not a functional market,
10 on September Sth. 10 you really can't be certain that what yon have is a
11 THE WITNESS: It's got the one captioned 11 market price; is that what you're saying?
12 1085. 12 A. 1think by definition in this case this
13 EXAMINER KINGERY: Yes. Okay, What 13  is the market price. ‘
14 page? 14 Q. As part of the AAC charge you're
15 THE WITNESS: On page 4, line 21. 15 proposing recovery of the interest on construction
16 EXAMINER KINGERY: Qkay. Thank you. 16 work in progress; is that correct?
17 THE WITNESS: "Energy" should be "entry." 17 A. [I'mproposing recovery of a return on
18 Q. (By Mr. Colbert) De you have any other 18 construction work in progress, that's right.
19 changes or corrections, Mr. Wathen? 19 Q. And how many environmental compliance
20 A. No, I don't. 20 projects are included in CWIP recovery that you're
21 MR. COLBERT: Your Honor, Mr. Wathen is 21 proposing in the AAC charge?
22 available for cross-examination, 22 A. [don't have a comprehensive list off the
23 EXAMINER KINGERY: Thank you very much. [ 23 top of my head, but it's going to be dozens.
24 Mzr. Saver? 24 Q. Each plant has a construction project
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1 ongoing? 1 our emissions, we would have a lesser need to buy
2 A. Again, subject to check, I would say most 2 emission allowances, so our emission costs in that
3 coal plants do. T doubt if the gas-fired plants do. 3 respect would go down.
4 Q. Okay. And are the environmental 4 MR. SAUER: We have nothing else, your
5 compliance projects designed to make the plants 5 Honor.
6 compliant with current clean air regulations or 6 EXAMINER KINGERY: Thank you.
7 future regulatory clean air targets? 7 Mr. Boehm?
8 A. T'm not the person who came up with those 8 MR. BOEHM: No questions, your Honor.
9 plans, so I probably can't speak too specifically to 9 EXAMINER KINGERY: Staff.
10 them, so I'm not sure exactly which set of 10 MR. REILLY: No questions.
11  environmental compliance plans they're for. 11 EXAMINER KINGERY: No questions?
12 Q. Well, if the construction project is 12 MR. REILLY: No.
13  designed to meet current clean air requirements and | 13 EXAMINER KINGERY: Redirect?
14 those facilities aren't completed yet, how would the |14 MR. COLBERT: No redirect, your Honor.
15 plants be operating under compliance? 15 EXAMINER KINGERY: You may step down.
16 A. Well, when we operate a plant, let's just 16 Thank you very much.
17 take the current environmental regulations, if we're 17 {(Witness excused.)
18 not complying with environmental regulations, we have | I8 EXAMINER KINGERY: Let's go off the
19  two choices: Shut the plant down and buy purchased 19 record for a minute.
20 power, or buy emission allowances and generate power. {20 {Discussion held off the record.)
21 Q. Can you also buy sulfar coal to operate 21 EXAMINER KINGERY: Let's go back on the
22 those plants? 22 record.
23 A. I'mnot sure what each plant's 23 I believe, Mr. Colbert, you wanted to
24 specifications are, but it's not a simple thing to 24  move some exhibits?
164 166
1 change over coal specs. 1 MR. COLBERT: Yes, I would move Remand
2 .. Q. But when yon're making those decisions 2 Rider -- Duke Energy - Ohio Remand Riders 1,2, 3, 4,
3 and operating under those conditions, your emission 3 and 5 into evidence.
4 allowance costs are being run through the ¥PP; are 4 EXAMINER KINGERY: Any objections?
5 they not? 3 (No response.) .
6 A. If we choose to run — if we operate a 6 EXAMINER KINGERY: They will be admitted.
7 plant that isn't complying and we operate it for the 7 (EXHIBITS ADMITTED INTO EVIDENCE.)
8 sake of FPP consumers, and it emits beyond its 3 MR. COLBERT: And then just as we marked
9 allowance, we would have to buy an EA, assuming that 9 the joint exhibit, but we will wait until testimony
10 purchased power was too expensive otherwise we would 10 has been presented on that to move it.
11  bave bought the power. And yes, they would flow 11 EXAMINER KINGERY: Thank you. And that
12 through — at least the FPP share of it would flow 12  is Joint Exhibit —
13 through the rider FPP. 13 MR. COLBERT: Joint Exhibit Remand Rider
14 Q. 50 essentially aren’t you asking the 14 1. ‘
15 customers to pay iwice, then, if they're paying for 15 EXAMINER KINGERY: Yes, Remand Rider 1,
16 any emission allowances that you may be charging them | 16 and that was the stipulation --
17 through the FPP and then in addition to that yon're 17 MR. COLBERT: That's correct.
18 charging a return on the construction projects that 18 EXAMINER KINGERY: -- as docketed
19 would be run through the AAC? 19 vesterday.
20 A. 1don't see how. 20 QOkay. With that we will adjourn for
21 Q. H you — at the time the construction 21 today and reconvene at 9 o'clock on Thursday, April
22 projects are completed and the retrofit is in place, 22 19th. Ibelieve we have this room. Thank vou.
23  would your emission allowance costs then go down? 23 MR. BOEHM: Thank you, your Honor.
24 A. To the extent that we were able ta reduce 24 {Thereupon, at 3:58 p.m, the hearing
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BEFORE THE PUBLIC UTILITIES COMMISSION CF OHIO
Inthe Matter of the -
Consolidated Duke Energy : Case Nes. 03-93-EL-ATA
4 Ohio, Inc., Rate : 03-2079-EL-AAM
Swbilization Plan ;. 03-2081-EL-AAM
S RemandandRider % °  03-2080-EL-ATA

Wb -

Adjustoent Cages. - 05-724-EL-UNC
6 L . 05-725-EL-UNC
M 06-1068-EL-UNC
7 : 06-1069-EL-UNC
: 06-1085-EL-UNC
8 an-
9 PROCEEDINGS

19 before Ms. Jeanne Kingery and Mr. Scott Farkas,

11 Hearing Examiners, ar the Public Utilities Commission
12  of Ohio, 180 East Broad Street, Room 11-C, Colembus,
13 OQhio, called at 9:00 a.m. on Thursday, April 19,

14 2007,
15 .-
16 REMAND RIDER - VOLUME I
17 .-
18
19
20 -
21 ARMSTRONG & OKEY, INC. .
185 South Fifth Street, Suite 101
2 Columbus, Ohio 43215-5201

(614) 224-0481 - (800) 223-9481
Fax - (614) 224-5724

uB

1 {Begin Confidential Portion.)

2 A. Well, I think the stipulation ensures

3 thatitis -- that we don't -- or the stipulation is

4 nondiscriminatory, so I think that was intended to be
5 phrased so, therefore, for instance, we had a finding
6
7
8
9

£

__on a fuel settlement component MW"’
@ompany and we are passing through the benefits
of that to both residential and nonresidential, so 1
think all customer classes are benefiting from that
10 particular piece so that would be nondiscriminatory.
11 MR. COLBERT: Your Honor, just — no A B
12 objection to the answer or the question, but to the

13 ¢ e witness is going to discuss the
14 rtion of the case, that is
15 con al. That portion has been redacted from

16 the stipulation and that part of the record should be
17 under seal.

18 .  (End Confidertial Portion.)
19

20

21

n

23

24

L 3

1 (Pages1lo2)
Armstrong & Okey, Inc. Columbus, Ohio (614) 224-9481
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

Consolidated Duke Energy Ohio, Inc. Rate
Stabilization Plan Remand and Rider
Adjustment Cases.

)

) Case Nos. 03-93-EL-ATA

) 03-2079-EL-AAM
) 03-2080-EL-ATA
) 03-2081-EL-AAM
) 05-724-EL-UNC

) 05-725-EL-UNC

) 06-1068-EL-UNC
) 06-1069-EL-UNC
) 06-1085-EL-UNC

INITIAL POST-REMAND BRIEF, HEARING PHASE II,
BY
THE OFFICE OF THE OHIO CONSUMERS® COUNSEL

L INFTRODUCTON

A. Prefatory Comments

The briefs submitted to the Public Utilities Commission of Ohio (“PUCO” or
“Commission™) in Phase 1 of in these cases identified the parties who supported the
proposals offered by Duke Energy Ohio, Inc. (“Duke Energy Ohio” or the “Company,”
including its predecessor company, “CG&E™) in Phase [. Those parties supporting
Duuke's proposals remain essentially the same in Phase [I of these proceedings. This
situation further demonstrates the importance of evidence regarding the side deals
between the Duke-affilialed companics and parties or members of parties to these
proceedings.

Sertous negotiation of a stipulation regarding the Company’s Fuel and Purchased

Power (“FPP”) tracker, System Reliability Tracker (“SRT™), and Annually Adjusted
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Component (*AAC”) charges could only take place with parties that represent customers
who bear the full brunt of the rate increases and that have not otherwise been “captured”
by the Company by means of other financial arrangemeuts. Such serious negotiation did
 not take place regarding the stipulation entered into by parties and filed on April 9, 2007
(*2007 Stipulation,” Joint Remand Rider Ex./1).

The OCC files tﬁis brief with redactions 1o protect information regardiﬁg side
deals that is alleged by Duke Energy Ohio and others to be confidential, as directed by
the PUCO. The OCC maintains its previous arguments that such ntformation should be
released to the public domain. The true nature of the rate plan in Duke Energy Ohio’s
service area sliould be available for public scrutiny.

B. Burden of Proof

The burden of proof in these cases rests upon Duke Energy Ohio, and the OCC
does not bear any burden of proof in these cases. In a hearing regarding a proposal that
does not involve an increase in rates, R.C. 4909.18 provides that “the burden of proof to
show that the proposals in the application are just and reasonable shall be upon the public
utility.” In a hearing regarding a proposal that does involve an increase in rates, R.C.
4909.19 provides that, *[a]t any hearing involving rates or charges sought to be increased,
the burden of proof to show that the increased rates or charges are just and reasonable

shall be on the public utility.” In the following sections, the OCC will explain how Duke

! For notational convenience, the portious of the case before and after the Court’s deliberations are cited
separately. The proceedings prior to the appeal are referred to, collectively, as the “Post-MDP Service
Case,” and the proceedings after the appeal are referred to, collectively, as the “Posi-MDP Remand Case,”
the latter of which was separated in some respects into Phase [ and Phase . However, a single record
exists that is applicable to the ultimale decisions. Exhibit relerences lo the portion of the proceedings in
Phase I afler remand from the Court contain the word “Remand’ {0 distinguish them from other exlabils.
Exhibit references to the potion of the proceedings in Phase 11 after remand from the Court contain the
words “Remand Rider.”
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Energy Chio has failed 1o prove that its post-MDP pricing proposels should be adopted
without alteration by the Commission.

C. The OCC Position

The Commission should only approve standard service offer rates with bases that
can bé checked and monitored for appropriateness by the PUCO rather than being based
on Duke Energy Chio’s desired rates.” The Commission’s objective should be to approve
& good proxy for market-based rates based upon measurable and verifiable costs.” As
stated by OCC Witness Talbot, “{tJhere should be no ovetlap or duplication of items and
the components should work together to achieve standard service offer rates that provide
for reasonably priced service and meet the three standards of rate stability for customers,
financial stability for the company, and encouragement of competition.“‘

In support for this objective, the OCC supports the positions presented by Energy
Ventures Analysis (“EVA” or “Auditor™) in its report to the Commission (“Auditor’s
Report,” PUCO Ordered Remand-Rider Exhibit 1{A)). The Auditor’s chort makes
many recommendations regarding the manner in which the FPP and SRT should be dealt.
These recommendations should be followed to prevent the Company from making
procurement decisions that are detrimental to custo‘mers. As an example, the Auditor’s
Report states that under the Order in the Post-MDP Service Case, “CG&E believed that it

had the license to evaluate and select which approach [to computing the FPP] to use,”

“CG&E continuously modified its approach to many . . . items.” and “CG&E’s elections

2 See, e.g. OCC Initial Post-Remand Brief, Phase I, at 13-14 (April 13, 2007).

*oce Remand Ex. | at 6 (Talbot). OCC Witness Talbot testified that rate components should “meet] | the
double standard of reflocting measurable accounting costs and verifiable costs.” Id. at 47.

*1d. at 17 (Talbot), noting the Commission's test for n “rate stabilization plan.”
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had very significant ratepayer impacts.” OCC-sponsored testimony also supports a
prohibition against SRT charges in connection with assets formerly owned by Duke
Energy North America (“DENA Assets”) and currently owned by Duke Energy Ohio.
OCC-sponsored testimony supparts Commission review of the charges that Duke
Energy Ohio proposes for the AAC charge. The Commission should eliminate that
portion of the proposed charge that can be attributed to a return on all construction work

in progress (“CWIP™).

IL PROCEDURAL HISTORY

The procedural and substantive history of these consolidated cases, as
supplemented herein, is contained in the OCC Instial Brief, Hearing Phuse I, that was
submitted on April 13, 2007 and the OCC Reply Brief, Hearing Phase [, that was
submitted on April 27, 2007.

Phase If of the hearing convened on April 19, 2007, and featured the submission
the Auditor’s Report prepared by EV A, as assisted by Larkin & Associates. Mr. Seth
Schwartz of EVA and Mr. Ralph Smith of Larkin & Associates (“Larkin™) supported the
results of the Auditor’s Report in their hive testimony. The Audit’'s Report was prepared
by EVA and Larkin for the audit period July 1, 2005 through June 30, 2006.° The
Auditor’s Report slates that the Commission requested that EVA “follow the general
guidance that had been provided for the Electric Fuel Component audits” from the

formerly applicable Ohio Administrative Rules and that the Auditor’s Report was also

¥ PUCO Ordered Remand Rider Exhibit 1 at 1-3 (Auditor’s Report),

“Id. at 1-1.
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guided by the contents of a stipulation (“FPP Stipulation™) that followed EVA’s
submission of an earlier report on October 7, 2005.
The second day of the hearing for Phase I convened on April 19, 2007 and

largely dealt with the subject of the 2007 Stipulation.

I, ARGUMENT

A. The Auditor’s Report Should be Followed Regarding FPP
Charges.

The andit of Duke Energy Ohio’s practices revealed that the Company’s treatment
of mattcrs that affect the FPP calculation has needlessly raised costs. The Audit’s Report
contained the following major recommendations regarding Duke Energy Ohio’s
transactions that affect FPP charges:

L. EVA recommends for the audit period that the Company
pass through the native load portion of the net margins
associated with the trading of DE-Ohio coal assets
purchased for delivery during the audit period except for
these specifically excluded by paragraph D of the [FPP
Sltipulation. * * *

2. EV A recommends that DE-Qhio adopt traditional utility
procurement strategies related to the procurement of coal
and emission allowances and cease its “active
management” of such procurements throughout the balance
of the RSP period. Accordingly, DE-Ohio should develop
and implement a portfolio strategy such that it purchases
coal through a variety of short, medium and long-term
agreements with appropriate supply and supplier
diversification with credit-worthy counterparties. EVA
further recommends that DE-Ohio no longer scek to flatten
its position on a daily basis.

3. EVA recommends that as long as the FPP is in effect coal
suppliers should not be required to allow the resale of their
coal for the offers 1o be considered.

4. EVA recommends that DE-Ohio initiate a study ta report
on the recurring overstalement af coal inventory at the
Zimmer station,

"1d. at 1-2 through 1-3.



5. EVA recornmends that DE-Ohio present several alternative
sensitivity analyses of key variables, i.¢., emission
allowance prices and market coal prices, in its transaction
review and approval process.®

The Auditor’s recommendations should be followed by the Commission.

Regarding the first major recommendation, EV A noted that Duke Energy Chio
should pass through the margins, consistent with the FPP Stipulation.” The FPP
Stipulation should be followed, and all margins not excluded by the FPP Stipulation
should be passed through the FPP.

EVA’s second major recommendation that the Company should develop a
portfolio approach to the purchase of coal essentially argues that the Company’s self-
tmposed constraint against the purchase of coal on a longer-term basis does not offer
lower cosis than a purchasing regimen that is not artificially constrained. EVA observed
that “DE-Dhio has no volumes {of coal] commiitted for the period beginning in 2009
leaving DE-Ohio’s customers totally exposed to the market at that time.”'®  Company
Witness Whitlock makes this same argument regarding capacity purchases that are
charged as part of the SRT:

As 1 discussed earlier regarding economic management and
balancing our resources earlier, DE-Ohio believes that it is
beneficial to purchase capacity instruments for periods longer than

a year and to do so would enable DE-QOhio to take advantage of

reliability and pricing opportunities in the market that would
accrue to the benefit of MBSSO consumers.'!

®1d. at 1-9 through 1-10.
%1d. at 1-7 and 2-13.
14, at2-19.

" Company Rermand Rider Ex. 1 at 7 (Whitlock).
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The Auditor’s Report states that Duke Energy Ohio has passed up attractive coal
contracts that have increased FPP charges and left an exposure to ¢coal markets after
2008."

On cross examination, the Auditor statcd‘ his “position that it is reasonable for the
[Clompany to project that there will, in fact, be a demand for electricity to be supplied
from these [Company] generating stations whether or not they had regulated retail sales
or firm sales at the present time.”"* The Company does not properly match the duration
of its coal contracts with the duration of its sales of electricity - the basis for its different
treatment of coal purchases by jurisdiction'* - because the Company has the statutory
obligation to provide a standard service offer after 2008.'> The Company’s self-imposed
restriction on the periods covered by its coal coutracts raises fuel costs, a policy that does
not serve either Duke Energy Qhio or its cusiomers.

EVA’s third major recommendation would permit the consideration of bids from
bidders who seek to limit the resale of their coal. The Company should follow this
recommendation because it opens up additional opportunities to obtain low-cost bids.
The Auditor’s Report states that “Not every coal producer allows their coal to be resold.
CG&E buys from those who do.”'® Duke Energy Ohio’s defense of its practice is

disingenuous. Company Witness Whitlock stated that “DE-Ohic does include the resale

"2 PUCO Ordered Remand Rider Exhibit 1 a1 2-19 (Auditor’s Report).
" Tr. Vol. Remand Rider Vol. I at 106 (April 10, 2007) {Auditor).
"1d. at 56.

¥ R.C. 4928. 14(A).

'* PUCQ Ordered Remand Rider Exhibit | at 2-11 (Auditor’s Report).
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of coal as a condition on its RFPs but does not exclude an offer from consideration if the
supplier will not permit the resale of coal.”!” The Company’s claim that it is willing to
purchase coal from suppliers who place restrictions on the resale of coal, but such coal
suppliers are told not to bid, bodes poorly for Duke Energy Ohio’s agreement in the 2007
Stipulation to accept the Auditor’s third major recommendation (i.e. which the Company
claims to be following at present)_.'g Duke Energy Ohio should be ordered to remove the
restriction on the resale of coal from its requests for proposals and to select bids on a least
cost basis.

An important step veeded to carry out EVA’s third major recommendation is for
Duke Energy Ohio to draft a policies and procedures manual for fuel procurement. An
earlier audit found the Company’s manual lacked detail such that “EVA did not find the
[existing] document to be particularly useful or relevant.”” The situation was not
corrected by Duke Energy Ohio for the most recent audit, such that the policies and
procedure manual “contains no specific information regarding such items as contract mix,
inventory targets, or the procurement process.””® The manual should describe “how the
comypany solicits bids, qualified new suppliers, purchases coal on an emergency basis,

etc.,” and the solicitation process should remove the restriction on the resale of coal.”’

"” Company Remand Rider Ex. 2 at 9 (Whitlock Supplemental) (emphasis added).

® Joint Remand Rider Ex. I a1 7-8 {“accepts all audit recommendations . . . except as set forth in
paragraphs one through eight above™).

"* PUCO Ordered Remand Rider Exhibit | at 2-8 (Auditor’s Report).

* 1d. (citations omitted). The recoimnendation is not stated under “Management Audit Recommendations”
{id. at 1-9 through !-183), but is anctllary to the major recommendations regarding coal purchasing.

14, footnote 11.
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EVA’s fourth major recommendation would initiate a study into the
overstatement of coal inventory at the Zimmer station. The Auditor’s Report states that
“DE-Ohio continues to follow the PUCO guidelines for adjustinent to the DE-Ohio

plants. "

The overstatement existed for all five years listed in the Auditor’s Report. The
Auditor’s Report states that “the Zimmer situation is a problem that DE-Ohio needs to
address . . . forthwith.”* The Commission should order Duke Energy Ohio to address
the persistent problem.

EVA’s {ifth major recommendation regarding alternate sensitivity analyses in its
transaction review and approval process resulted from EVA’s observation that “DE-Ohio
did not appear to have conducted any sensitivity analysis of the critical assumptions
related to SO, i.c., the variable operating cost of the scrubber and emission allowance
costs, or the market price.”** The Company should conduct such a sensitivity analysis,
which would be available for the next performance audit. A sensitivity analysis will
provide the Comumission and the intervenors with additional information with which to
evaluate the reasonableness of the price assumptions utilized by Duke Energy Ohio. The
Company’s assumptions could significantly affect the costs that are passed on to
consumers. The analysis would alsa be useful for a performance audit that includes a

discussion of expenses that are used in the calculation of the AAC -- further discussed in

a later section -- that was recommended by OCC Witness Haugh.”®

2 id. a1 2-10.
Hidat2-11.
H1d a12-18.

** OCC Remand Rider Ex. | a1 5-6 {(Haugh).
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Duke Energy Ohio should be ordered to follow all of EVA’s recommendations,
those stated in the “Management Audit Recommendations™ section of the Auditor’s
Report as well as the ancillary recommendations that follow from the findings contained
within the Auditor’s Report.

B. Capacity Costs Should be Based on Actual Costs, Which
Excludes Charges Related to the DENA Assets at this Time.

The Commission should only approve rates based upon measurable and verifiable
costs for capacity. The Reserve Margin charge in the stipulation submitied on May 29,
2004 (<2004 Stipulation,” Joint Ex. 1) was inappropriately based on the hypothetical cost
of building new peaking units when capacity was available at much lower prices.”® As
stated in the OCC’s briefs for Phase I, the SRT is the sole successor to the Reserve
Margin component in the 2004 Stipulation, the charge for lining up reserve capacity.”
The Infrastructure Maintenance Fund (“IMF™) charge should be eliminated since it was
added by the Company -- without any supparting costs — in its Application for Rehearing
in the Post-MDP Service Ca;se, The SRT should be reasonable, and not set to reflect any
hypothetical and/or poorly documented costs proposed by Duke Energy Ohio,

The Auditor’s Report contained the following major recommendation regarding
Duke Energy Ohio’s SRT charges:

6. EVA recommends that purchase of reserve capacity from

DENA Assets should not be eligible for inclusion in the SRT,
as is currently the case.®®

* Qpe, £.8., OCC Initial Post-Remand Brief, Phase 1. at 20 (Apnl 13, 2007), citing OCC Remand Ex. 1 at
46 (Talboi).

37[‘1

* PUCO Ordered Remand Rider Exhibit 1 at 1-10 (Auditor’s Report).

10
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In PUCO Case No. 05-732-EL-MER (“Duke/Cinergy Merger Case™), the Commission
found that “costs that may be related to the transfer of the DENA assets will not be . ..
passed on to Ohio custoners without approval of the Commission.™ Further, in Case
No. 05-724-EL-UNC, the Commission adopted a stipulation filed on October 27, 2005
(“SRT Stipulation™®) in which it was stated that Duke Encrgy Ohio could not use the
DENA Assets in its SRT calculations without an application to the Commission
requesting approval.’' The record does not support any change in the prohibition against
charging for the DENA Assets, and the Auditor’s recommendation should be followed by
the Commission.

The Auditor’s Report states that Duke Energy Ohio “has not demonstrated that its
native customers are paying more for capacity in the market than they would if DE-Ohio
purchased capacity for the legacy DENA [plants]).”> The Auditor's Report discusses the
alternatives available to the Duke Energy Ohio:

EVA agrees with DE-Ohio as 10 the types of capacity products it is
considering and notes that this list may change over time. Asa
result, monitoring of the market for altemnatives is appropriate.
EV A supports the use of a greater mix of products similar to what
DE-Ohio employed in 2005 rather than the heavy reliance on one
type of product in 2006. Further, and as noted below, DE-Ohio
should be considering the use of multi-year arrangements rather

than only single-year and spot products in its mix. * * * In fact, it
15 not clear 1o EVA that DE-Chio had previously been precluded

® Duke/Cinergy Merger Case, Case No, 05-732-EL-MER, Order at 15 (December 21, 2005).

* The SRT Stipulation is reviewed in the Auditor’s Report. PUCO Ordered Remand Rider Exhibit 1at 6-1
through 6-2 (Auditor’s Report). The SRT Stipulation itself is an exhibit in the record. OCC Remand Rider
Exhibit 4,

* I re Setsing of SRT. Case No. 05-724-EL-UNC, Order at 6 (November 22, 2005).

# PUCO Ordered Remand Rider Exhibit 1at 6-5 (Auditor's Report).

11



from doing so. EV A believes that DE-Ohio should employ a
portfolio strategy similar 10 what EVA is recommending for fuet.”

Contrary to the assertion of Company Witness Whitlock, therefore, EVA recommends
the expansion of options applied by Duke Energy Ohio beyond the limited oplions
selected by the Company's management in order to hold down costs for consumers.*
OCC Witness Haugh pointed out that the “Company [did} not provide{ ] any market
pricing mechanism in its 15xpp!icati¢:m."35 Mr. Haugh stated that “DE-Ohio has not
demonstrated that use of the DENA assets will provide benefits (o customers.™® The
pricing mechanism was only addressed in the 2007 Stipulation. That approach is
inadequate, and will be discussex below regarding the weaknesses in the 2007
Stipulation,’

The Auditor’s Repon states that affiliate transactions “are always problematic,”

“mak[ing] the market suspicious regarding pricing and potentially reduce[ing)

¥ 1d. at 6-4 through 6-5.

* Company Remand Rider Exhibit 2 at 11 (Whitlock Supplemental) (“{}imiting the options . . . [which)
can only increase the cast fo consumers™), The opportunity presemted by the DENA Assets appears to be
limited. Although Company Witness Whitlock stated rhat the location of DENA Assets “should not
exclude them from consideration for Rider STR capacity purchases” (Company Remand Rider Exhibit 2 at
14}, Mr. Whitlock stated under cross examination that be did not know whether 2 MISO transmission study
had been conducled to determine whether the DENA Assets located in the PJM footprint could qualify as a
Pesignated Network Resource ("DNR™} to meet MISO requirements. Tr. Vol. Remand Rider Vol. I at
141-142 {Aprit 10, 2007) (Whitlock).

* OCC Remand Rider Exhibit 1 at 12 (Haugh).
% 1d. at 11 (Haugh).
¥ In short, basing the price for using the DENA Assets on a “market” price documented by Duke Energy

Chla’s market trading personnel assures that they will not be “the most reasonably priced capacity
avajlable.” Compauy Remand Rider Exhibit 2 ot 11 (Whitlock Supplememal).

12
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" Thus, Duke Energy Ohio helped to create a problem by reducing

competitive offers.
the number of market participants in the Duke/Cinergy merger,* and its proposal to use
the DENA Assets may compound that problem by discouraging the remaining market.
Company Witness Whitlock stated that “there is no reason to believe that DE-Ohio’s
motives are nefarious and that the Company will not continue to act in the best interesls
of its consumers.™ Mr. Whitlock misses the Auditor's fundamental point: the Company
is expected to act in its own best interests, which creates the need for regulatory oversight
and the audit process whereby EV A recommended adjustments to the Company’s
purchasing activities that would better align the Company’s operations to the public
interest.

The Auditor’s Report states that such affiliate transactions “put[ | a greater burden
on the audit process which is then required to determine whether the transaction price

"#! " Part of that burden also falls to parties such as the

was for no more than the market.
OCC in future proceedings, and ultimately upon the Commission that must evaluate

evidence presented by a future auditor and parties to future proceedings.

# PUCO Ordered Remand Rider Exhibit 1at 6-5 (Auditor's Report). The Auditor’s conclusions are
correct, although pricing for the use of the DENA Assets is “problematic™ because the generators are
owned by Duke Epergy Ohio as the result of the Duke-Cinergy merger. OCC Remand Rider Ex. 1 at 12
{Haugh).

¥ OCC Remand Rider Exhibit 1 a1 12 (Haugh) (Q&A 23).

* Conpany Remand Rider Ex. 2 at 12-13 (Whitlock Supplemental),

1 PUCO Ordered Remand Rider Exhibit 1at 6-5 {Auditor’s Report).

13
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€
Finally the Auditor’s Report states that “DE-Ohio should not be disadvantaged by
this [Auditor’s Report} position as the legacy DENA assets should be able to be sold at
market prices, which is what DE-Ohio is proposing to pay.™*
The Commission should retain its current position that reserve capacity from

DENA Assets is not eligible for inclusion in the calculation of the SRT.

C. A Return on CWIF Should Not be Included in the AAC
Charges.

The calculation of the AAC and the underlying transactions were not within the
scope of the Auditor’s Report, a matter that should be adjusted so that future reviews
consider a wider range of Company activities. The AAC, according to Attachment 1 to
the Company’s Application for Rehearing in Case No. 03-93-EL-UNC, 1s defined as a
component “to recover costs associated with homeland security, taxes, and environmental
compliance.™? The review should include the managerial decisions that involved
expenditures that potentially qualify for inclusion in the AAC.

The cross examination of OCC Witness Haugh missed the distinction between the
additional review of the AAC that he recommended and the PUCO Staff’s inquiries in
this area.” The PUCO Staff investigated the Company’s accounts regarding capital
environmental plant additions, and to some extent verified the existence of certain plant

additions.” Mr. Haugh recommended, however, that a “Management Performance

Y1,
* Duke Energy Application for Rehearing, Attachment 1 (Ociober 29, 2004).
* See, e.g., Tr. Remand Rider Vol. Il at 61-62 (April 19, 2007) (Haugh) (“track costs™).

5 See, e.z.. Tr. Remand Rider Vol. Fl at 29 {(April 19, 2007) (Tufts) {“financial audit activities as well as a
physical audit™).

14
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audit] ]” should be conducted regarding the decisions related to expenditures that
potentially qualify for inclusion in the AAC, similar to those conducted for the SRT and
FPP cases as well as those in the natural gas industry.*® Such a review would extend well
beyond the verification of the Company’s accounting records. An objective review
should be undertaken regarding the sensitivity analyses recommended by EVA with
respect to coal bid evaluations that should consider “critical assumptions related to S0;”
such as the operating cost of scrubbers.®” Duke Energy Ohio’s cross-examination of Mr.
Haugh demonstrated that the Company believes there are impostant trade-offs between its
environmental-related expenditures and its fﬁe]fpurchascd power activities.”® The
absence of a managerial audit of the AAC in conjunction with that of the FPP limits the
Coﬁnnission‘s insights into such possible trade-ofTs.

The reasonableness of a return on CWIP for environmental plant in the AAC
calculations is another matter not covered by Staff’s inquiries. Asked whether he
formulated an opinion regarding whether a return on such CWIP is an appropriate
component of the AAC, Staff Witness Tufts stated that he “did not form an cpinion and
that’s not part of [his] testimony.™® Neither the Company nor the Staff provided any
detail -- for example, of the percentage completion of environmenta! upgrades at Duke
Energy Ohio’s plants -- that might further inform the Commission regarding the

Company’s cost of providing service. Like the instruction 1o EVA that its audit should

* OCC Remand Rider Ex. 1 at § (Haugh).
47 PLUCO Ordered Remand Rider Exhibit 1ai 2-18 (Auditor's Report).
“ Tr. Remand Rider Vol. Il at 5253 (April 19, 2007) (Haugh).

* Tr. Remand Rider Vol, 11 at 35 (April 19, 2007} (Tufts).

i35
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“follow the general guidance that had been provided for the Electric Fuel Component
audits,”*” the Commission should be interested in evaluating the Company’s AAC cost
submissions in light of past regulatory practice. Such practice considered only CWIP
upgrades that were 75 percent or more complete before determining whether any return
on CWIP should be included in rates.™

Without more detailed knowledge of the CWIP accounts, the calculations
available to the Commission are provided in the testimony of Company Witness Wathen
and OCC Witness Haugh. Mr. Wathen provides a calculation of 9.1 percent of “little g”
based upon the inclusion of all CWIP, regardless of its state of completion.”® As OCC
Witness Haugh pointed out, this calculation takes advantage of the CWIP regulatory
concept while completely ignoring reguiatory practice for the evaluation of generation
costs while plant additions are in progress.” |

Mr. Haugh's calculation of 5.6 percent of “little g” excludes the return on CWIP
from the calculation of the AAC.* Mr. Haugh explained that the elimination of a return
on CWIP is consistent with Commission discretion regarding the treatment of CWIP for
rate setting purposes. In the present situation, elimination of the return on CWI1P is

appropriate since customers may receive little or no benefit from the plant additions.*®

% pUCO Ordered Remand Rider Exhibit lat 1-2 (Auditor's Report).
%1 OCC Remand Rider Ex. 1 at 6 (Havgh).

%2 Company Remand Rider Ex. 4 at | | {Wathen).

* OCC Remand Rider Exhibit 1 at 7 (Haugh).

M1d at 11 (Haugh)

id.at7.

16
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M. Haugh’s result is also consistent with the previous statements within the context of
the Post-MDP Service Case, including the Commission’s statement that the AAC should
include “cxpenses.”™ The Company's proposed AAC in the 2004 Stipulation for
purposes of charging market-based rates requested $60, 172,508 out of a total calculation
of $107,514,533.57 The Commission’s related finding resulted in only approval of
$53,725,267.% a result that is inconsistent with Company Witness Wathen’s calculations.
A manageria) performance audit of the AAC should be included along with the
next review of the Company’s FPP and SRT trackers. The AAC should be set for 5.6
percent of “little g” as calculated by OCC Witness Haugh in the pending proceedings.

D. Charges for Generation Service Should be Located in the
Generation Portion of the Customers’ Bills

The RSC, SRT, IMF, and AAC charges that resulted from the Post-MDP Service
Case were incorrect]y stated and billed to customers as distribution charges when all
these charges are part of the Company’s standard service offer for generation service.”
The RSC was created in the Pest-MDP Service Case as a portion of “little g,” and is
clearly gcneration-re]alad"‘“ OCC Witness Haugh’s testimony cites the testimony of
Company Witness Wathen regarding the generation-related nature of the SRT and AAC

charges.* The Commission stated that the AAC charge is “not . . . placed upon

- %1d. at 9, quoting Post-MDP Service Case, Order at 32 (September 29, 2004).
71d. at 8-9.

id.

¥ OCC Remand Rider Bx. |, MPH Attachment 2 (Haugh).

* See, e.g.. OCC Remand Ex. 1 at 22 (Talbot).

% OCC Remand Rider Ex. 1 at 17 (Haugh).
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distribution or transmission, and is not an ancillary service.” " The charges that were set

in these cases were all clearly genecration-related. They have appeared, however, in the

 This misplacement should be corrected.

distribution portion of customers’ bills.
A§ OCC Witness Haugh points out, Duke Energy Ohio includes the SRT and the
IMF in a line item entitled “Delivery Riders.”® The IMF was not addressed, other than
regarding its incorrect categorization by Duke Energy Ohio, in Phase Il of these
proceedings because it isnot a “iracker” whose level was 10 be set based upon the
Company’s incurred costs. This, of course, is the problem with the IMF: the SRT is the
true successor to the Reserve Margin charge that was stated in the 2004 Stipulation and
the IMF has not been justified in the record of these cases.** Therefore, the charge that
should be shown under the portion of the customers’ bill for “Generation Charges”
should include only the SRT portion of the charges formerly listed at “Delivery Riders.”*
The generation-related charges that result from the Commission’s final
determinations in these cases should be charged to customers as generation chargﬁ. The

change in the Company's bills should take place at the same time that new standard

service offer charges are billed to customers.

°2 Post-MDP Service Case, Entry on Reheanng at }7 (November 23, 2004).
“3 OCC Remand Rider Ex. 1 at 16 (Haugh).

“1d. at 18.

® See, e.gr., OCC Remand Ex. 1 at 48 {Talbot).

“* OCC Remand Rider Ex. 1, MPH Attachinent 2 (Haugh).

18
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THE TEST FOR APPROVAL OF A PARTIAL STIPULATION

A, ‘The Test for a Partial Stipulation Emphasizes the Public
Interest.

The 2007 Stipulation was filed just prior to the hearing on Phase II of these cascs

and its recommendations arc part of the record that the Commisston will consider in these

cases.”” The standard of review for consideration of a partial stipulation has been

discussed in a2 number of Commission cases and by the Ohio Supreme Court. See, e.g.,

CG&E ETP Case, PUCO Case No. 99-1212-EL-ETP, ct al., at 65 (July 19, 2000).

Among other places, the Obio Supreme Court has addressed its review of

stipulations in Consumers Counsel v. Pub. Util. Comm. (1992}, 64 Ohio St. 3d 123, 125

(“Consumers’ Counsel 1992, Citing Akron v. Pub. Util. Comm. {1978), 55 Ohio St1.2d

155, 157, the Ohio Supreme Court stated in Consumers' Counsel 1992 that:

The Commission, of course, is not bound to the terms of any
stipulation; however, such terms are properly accorded substantial
weight. Likewisc, the commission is not bound by the findings of
its staff. Nevertheless, those findings are the result of detailed
investigations and are entitled to careful constderation.

In Duff'v. Pub. Util. Comm. (1978), . . . in which several of the
appeliants challenged the correctness of a stipulation, we stated:

A stipulation entered into by the parties present at a commission
hearing is mercly a recommendation made to the commission and
is in no sense legally binding upon the commission. The
commission may take the stipulation into consideration, but must
determinc what is just and reasonable from the evidence presented
at the m:.':u'ing,.':'8

* Joint Remand Rider Ex. 1 (2007 Stipulation).

& Consumers' Counsel 1992 at 125.

19
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The present cases involved negotiations between CG&E and a few parties that seem to
have been directed at serving parties with narrow interesis while broader interests were
ignored. While the PUCO Staff executed the 2007 Stipulation, testimony by the Auditor
is critical of many of the positions taken in the 2007 Stipulation. The PUCQO Staff
presented merely a cursory explanation for the abandonment of the Auditor’s
recommendations. The result advanced by the 2007 Stipulation is not “just and
reasonable.”

The Court in Consumers’ Counsel 1992 considered whether a just aud reasonable
result was achieved with reference to criteria adopted by the Commission in evaluating
seftlements:

1. Is the settlement a product of scrious bargaining among
capable, knowledgeabie parties?

2. Does the settlement, as a package, benefit ratepayers and
‘ the public interest?
3. Does the seltiement package violate any important

regulatory principle or practice?®
The OCC submits that the 2007 Stipulation, which “recommend{s] that the Public
Ulilities Comnission of Ohio . . . approve the [2007 Stipulation],” violales the criteria set

out by the Commission and the Ohio Supreme Court.”

©1d, at 126.

" Joint Ex. | at2.
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B. The Partih! Stipulation Fails the Test for Approval of a
Settiement.

L The Settlement Was Not the Product of Serious
Bargaining.

The Commission’s deliberations should include consideration of the narrow
interests pursued by supporters of the 2007 Stipulation so that they can be accurately
contrasted with the interests of those parties having broader interests who oppose the
2007 Stipulation. The QCC Initial Brief, Phase 1, stated that there is narrow support for
the 2004 Stipulation once the support of those connected with side deals 1s disregarded.”
The 2007 Stipulation was again exccuted or has gone unoppesed by Staff; OHA, OEG,
and IEU™ whose members have “option agresments™ the City of Cincinnati (“City"”):
and People Working Cooperatively ("PWC™).”* The OCC's participation in drafting an
agreement would have provided credibilily 1o the argument that serious bargaining took
place over the 2007 Stipulation, but the OCC"s efforts to correct even the obvious flaws
in the document were entirely rebuffed.

The option agreements that were discussed in detail in Phase [ of these
proceedings provide OHA, OEG, and IEU members with protections against the
increases that are the subject of Phase !{ of these proceedings. The option agreements are

numerous, but can be symmarized by discussion of the three representative agreements

that are featured in the testimony of OCC Witness Hixon.™ The option agreement for

1 OCC Inimal Post-Remand Brief, Phase 1. at 3738,

7 . . . . T
[EL, winle not a signatory to the 2007 Supntanon, macle it publicly known that it did rot opposc the
agreement, Tv. Remand Rader Vol [at 133 (Aprif 19 2007 (posinon stutement by LEU Counsel Neilsen).

" Joint Remand Ruder Ex. 1 at 9 {2007 Supulation).

" OCC Remand Fx. 2(A).
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-an OHA member) provides reimbursement ogharges and the
—— R
option agreement Fonan OEG member) provides reimbursement of‘-nd

T —

agreement for Marathon™ (an IEU member) provides for reimbursement of the AAC,

half the SRT charges, and the remainder of FPP charges after removal of its emission
allowance component.m The legacy of the side agreements in the Post-MDP Service
Case continues: serious bargaining did not take place hetween Duke Energy Ohio and
parties whosc members are shielded from the brunt of rale increases that are the subject
of negotiations.

The City withdrew from the Post-MDP Service Case on July 13, 2004 without
any apparent participation other than the execution of a side deal with the Company that
provided the City with 51 million.®* The City did not file an initial brief by the June 22,
2004 deadline, and did naot file a reply brief by the July 6, 2004 deadline before it
withdrew. The City reentered these cases in a Motion to [ntervene dated February 21,
2007. The City’s only apparent participation in the Post-Remand Case was to execute

the 2007 Stipulation. The City has not demonstrated any knowledge of the issues in these

" 14., BEH Attaclirnent 17 {Bate stamp 89).
™ Id.; see also id. at 51 (Hixon).
7 1d, BEH Attachmenm 17 {Bate stamp 11).
" {d.; sec also id. at 52 (Hlixon).
™ [d., BEH Attachment 17 (Hate stamp 44).
* 1d... see also id. a1 52 {Hixan).

M OCC Remand Ex. 6 21 %4,
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cases. Iis execution of the 2007 Stipulation is designed to protect its side dea! that
depends upon an outcome to these cases that is satisfactory to the Company.® Serious
bargaining did not take place berween Duke Energy Ohio and the City.

The support of PWC is best explained by its Motion to Strike a Portion of the
BRIED {sic, “BRIEF"} of Ohio Partners for Affordable Energy.® That Motion explains
PWC's dependency on funds provided by Duke Energy Ohio.* Like the City, PWC has
no! demonstrated any knowledge of the issues in these cases, Its participation in the
prehearing conference held on December 14, 2006 focused on protesting the possible
consolidation of cases involving the Company’s trackers with issues identified by the
Supreme Court of Ohio. According to PWC’s counsel: “My client is sort of an unusual
party in this case, and my client . . . would not have intervened in all of these other [rider]

"8 Its “issues,” as reflected by its Motion to Strike, seem driven by

cases at this point.
profecting its status as a recipient of the Company’s funding. Despite its protestations,
PWC has focused on maintaining the financial support for its narrow interests. The
Commuission, on the other hand, should disregard such narrow interests and base its
decision upon the public interest.

The circumstances of these cases, and of the parties to the 2007 Stipulation,

demonstrate that the partial settlement was reached without serious bargaining that

involved capable, knowledgeable parties. A full evidentiary record has been presented to

2 0CC Remand Ex. 6 at Y[6 (“order unacceptable to CG&E™ “in Case No. 03-93-EL-ATA or a related case
necessary to carry out the teoms and conditions of the Stipuilation™).

% PWC Reply Brief and Motion to Strike (April 27, 2007).
* Id. at 3-5.

% Tr. at 26-27 (December |2, 2006} (transcribed prehearing conference).
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the Commission, including an extensive management performance audit by a consultant
selected by the Commission. The Commission should reach its decision in these cases
without relying upon the 2007 Stipulation.

2, The Settlement Package Does Not Benefit the Public
Interest.

The settlement package stated in the 2007 Stipulation does not provide a benefit
to ratepayers or serve the public interest. Instead of adopting the 2007 Stipulation
without alteration, the Commission should adopt all the EVA recommendations regarding
the FPP and the SRT (the latter as supported by OCC testimony) and reject the inclusion
of a return on CWIP as part of the AAC. Support for these positions is stated above, and
the present discussion will focus on the numerous weaknesses contained within the 2007
Stipulation that result in 4 settiement package that does not bencefit the public interest.

Paragraph 1 of the 2007 Stipulation addresses credits to customers that were the
subject of EVA’s first major management audit recommendation. Paragraph 1 addresses
ane source of credits recommended by EVA, but not all the recommended credits. In
particular, the 2007 Stipulation states that “Recommendation 1 on page 1-9 of the
Auditor’s Report dated October 12, 2006, shall be withdrawn.”® As stated above, al}
credits recommended by EV A should be flowed back to customers who incur FPP

charges,

® Joint Remand Rider Ex. | at 4,41 (2007 Stipulation). The 2007 Stipulation does not explain how such &
recommendation can be “withdrawn.” The Cormnission ordered the preparation of the Auditor’s Repont
(i.e. “PUCO Ordercd Remand Rider Exhibit 17}, EVA's Seth Schwartz and Larkin and Associate’s Ralph
Smith defendud the findings and conclusions contained in the Auditor’s Report without any withdrawal or
retraction,
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Paragraph 2 also states that an EVA recommendation “shall be withdrawn,” this
time the second major management audit recommendation.®” EVA recommended that
Duke Energy Ohio adopt a portfolio approach to the procurement of coal and emission |
allowances. Paragraph 3 of the 2007 Stipulation offers “meetfings] to discuss the terms
and conditions under which DE-Ohio may purchase and manage coal assets, emission
allowances, and purchased power for the period after December 31, 2008” in order to
“make a recommendation . . . for consideration no later than the next FPP audit.™®® This
provision for nicetings in the 2007 Stipulation concedes that the EVA recommendation
regarding coal procurcment has substance. The provision for meetings also recognizes
that the 2007 Stipulation was rushed into place before the Phase II heanings were held
and without carefully dealing with all the substantive matters at issue. The Commission
should act on EVA’s recommendations rather than adopt an unaltered 2007 Stipulation
that would essentially hand Duke Energy Ohio “veto™ authority over progress on fuel
purchasing procedures.

Paragraph 4 of the 2007 Stipulation would reinstate the Company’s proposed
treatment of ransmission congestion costs and reject the Commission’s removal of those
costs from the FPP to “Rider TCR, as approved in paragraph 26 of the PUCO’s
December 20, 2006 Order in Case No. 03-93-EL-ATA et al.”™ The record does not
contain an explanation for the change, offering the Commission no hope of explaining the

change from its previous order.

% Joint Remand Rider Ex. | at 5, 12.
% 1d. at 5, 93.

®id a6, 9.
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Paragraph 5 of the 2007 Stipulation states that “DE-Ohio’s proposed Rider AAC
Calculation shall be adjusted in accordance with the Staff corrected supplemental
testimony of L’Nard E. Tufts."™ That lestimony conlained small additions to the
Company’s CWIP accounts. The coniroversy in these cases regarding AAC charges does
nol, however, involve Mr. Tufts’ work or dispute regarding the manner in which any
AAC calculations were carried out. The coniroversy in these cases is whather a return on
CWIP should be included in the AAC, a matter on which Staff Witness Tufls stated no
opinion.”’ The Commission should reject Paragraph 5 of the 2007 Stipulation and sei the
AAC charge at 5.6 percent of “little g™ as supported in OCC Witness Haugh's testimony
as pari of the PUCO’s efforts “10 consider the reasonableness of expendilures” in the
AAC category.”

Paragraph 6 states that “DE-Ohio shall work with the Staff to amend its bill
format™ “to reflect generation-related charges such as the FPP, SRT, and AAC, in the

"™ The proper placement of generation-related

generation portion of the customer bill.
charges was raised in the testimony of OCC Witness Haugh.>* The agreement that “such

amendments will not result in additional programming or billing costs™ is the correct

™ 1d. at 6, §5. Construed literally, the 2007 Stipulation does not make a recommendation regarding AAC
charges. Paragraph 5 states agreement regarding the Company’s caleulations, not the AAC charge. The
Company’s calculatious having been adjusted by agreement between certain parties, the issue of whether to
accept the inclusion of a return on CWIP renains unaddressed by the 2007 Stipnlation.

* Tr. Remand Rider Vol, 1l at 35 (April 19, 2007) (Tufts) (“t did not form an opinion and that’s not part of
my testimony.”).

%2 post-MDP Service Case, Eniry an Rehearing at 10 (November 23, 2004).
* Joint Remand Rider Ex. | at 6, §6.

M OCC Remand Rider Ex. | at 16-18 (Hangh).
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result.” However, that result is not particularly gratifying as part of the setﬂement quid
pro quo since the Comipany caused the problem when -:'t prepared customer bills that did
not recognize the Commission’s determinations that these charges are generation in
nature.” Paragraph 6 is also vague, referring to charges “such as the FPP, SRT, and
AAC"" The RSC, SRT, IMF, and AAC -- all charges that resulted from the Post-MDP
Service Case that dealt with standard service offer generation rates pursuant to R.C.
4928.14(A) -- were incorrectly stated and billed to customers as distribution charges
when all these charges are part of the Company’s charges for generation service.”
Paragraph 7 stales a minor concession on the part of Duke Energy Chio by
providing for the collection of “DE-Ohio’s projected 2007 planning reserve capacity
purchases by year-end,” which would not require the payment of interest.®® The
Commission’s Entry dated December 20, 2006 set the SRT at zero and provided for
interest as part of the true-up following its decision in these cases.'™ Paragraph 5 of the
2007 Stipulation also refers to collections -- this time for the AAC -- trued-up “such that
the amount catculated to be recovered in 2007, will be recovered by December 31, 2007”

and does not include interest charges.'” However, the AAC should be set at a level

* Joint Remand Rider Ex. | at 6, Y6.

* OCC Remand Rider Ex. 1 a1 16-17 (Haugh), citing Commission orders including the Entry on Rehearing
dated November 23, 2004 in the Post-MDP Service Case.

*? Jaint Remand Rider Ex. | at 6, Y6 {erphasis added).

™ OCC Remand Rider Ex. 1, MPH Attachment 2 (Haugh).
* Joint Remand Rider Ex. i at 7.97.

" Entry at 6 (December 20, 2006).

""" Joint Remand Rider Ex. | at 5, ¢5.
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below that currently being charged, as recommended by OCC Witness Haugh,'®

Therefore, the absence of interest charges on the true-up of AAC charges is only a
concession on the part of Duke Energy Ohio if the higher AAC charges requested by the
Company are approved.

Paragraph 8 of ihe 2007 Stipulation ptesented the most obvious confroversy at
hearing, and remains an unsettled element regarding Duke Energy Ohio’s intentions
under the agreement. Paragraph 8 would render EVA's “‘recommendation 6 on page 1-10
of the . . . Audit{or’s] Report . . . inapplicable.”'™ EVA’s recommendation would
exclude the use of the DENA Assets for purposes of calculating the SRT. In its place, the
Company proposes to charge for capacity from the DENA Assets based upon broker
quotes, prices for third party transactions, or by a method acceptable to only the
Company and the PUCO Staff.'™ The use of broker quotes or third party transaction
prices would not deliver savings from “the most reasonably priced capacity available”
that was promised by Company Witness Whitlock. ' To the contrary, use of the DENA
Assets presents the danger of unreasonably high charges that could result from the

Company’s determination of costs associated with Company-owned generation. 106

"2 OCC Remand Rider Ex. ! at 11 (Haugh).

" Joint Remand Rider Ex. | at 7. §8.

"™ 1q.

" Company Reniand Rider Ex. 2 at 11 (Whitlock Supplemental).

" Company Witness Smith agreed that the word “purchases”™ in paragraph 8 of the 2007 Stipulation is

mappropriate under circumstances where the generating facilities are owned by the Company. 1r. Remand
Rider Vol. I at 95 (Aprit 19, 2007) (Smith).
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Paragraph 8 is weakly worded and unable to protect customers from the
Company’s overcharges if Duke Energy Ohio is permitted to use the DENA Assets.'”
For instance, the 2007 Stipulation does not provide for Commission approval of an
agreement reached between the Company and the PUCO Staff regarding charges for
using the DENA Assets. Also, OCC Witness Haugh noted the apparent disagreement
regarding the interpretation of paragraph 8 that broke out as early as the cross-

examination of Company Witness Whitlock on April 10, 2007, In Mr. Haughs

supplemental testimony filed on April 17, 2007, he observed that the Assistant Attomey

General’s cross-examination of Mr. Whitlock revealed Stafl’s more narrow interpretation

of paragraph 8 that would not permit the Company to repeatedly use the DENA Assets.
VThe 2007 Stipulation was apparently executed hastily and without complete agreement
between the stipulating parties.

Apparently in response to the cross-examination of Mr. Whitlock and Mr.
Hangh’s pre-filed supplemental testimony, Staff and the Company produced a
“Clarification” on April 19, 2007 that permitted use of the DENA Assets “during two
consecutive seven day periods” only with “Commission approval.”'® According to
Company Witness Smith, the Clarification permits Duke Energy Ohio to use the DENA

Assets in a series of transactions, without Commission approval, as long as at least one

') See OCC Remand Rider Ex. 2 at 3-5 {Haugh Supplemental).
% 1d. at 3, citing Tr. Remand Rader § at 143 (Whitlock).
' OCC Ex. Remand Rider 3 at 1-2 (“Clarification of April 9. 2007, Stipulation and Recommendation™).

Company Witness Smith conld not satisfactonly explain his vision of the Commussion approval process.
Tr. Remand Rider Val. Il at 93 (Smith).
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day separates the seven day periods.!!? The Clarification therefore appears to protect
consutners ta the extent that Duke Energy Ohio may only use its DENA Assets for seven-
Jeighths of the year. The confusion over fashioning consumer protections istvolving the
use of the DENA Assets reveals a weakness in the 2007 Stipulation as well as the
underlying wisdom behind EVA’s recommendation against their use in computing the
SRT.

Paragraph 9 is deceptive in its provision regarding Duke Energy Chio’s
acceptance of “all audit recommendations made in the Report of the Financi;d and
Management/Performance Audit , . . except as set forth in paragraphs one through eight
above. ™! As noted above, Company Witiess Whitlock testified that Duke Energy Ohio
“does not exclude an offer from consideration if the |coal] supplier will not permit the
resale of coal.”!? From that statement, the Company apparently believes it already
complies with EVA’s major recommendation 3 which states that “coal suppliers should
not be required to allow the resale of their coal for the offers to be considered.”!"?
Company Witness Whitlock admits, however, that Duke Encrgy Ohio “includefs] the
resale of coal as a condition an its RFPs.”""* That condition on the RFPs renders

meaningless the Company’s “agreement” in Paragraph 9 to consider bids that Duke

Energy Ohio actively discaurages and that the Company would consider non-complying

' Ty, Remand Rider Vol. I at 92-93 (Smith).
™! Joint Remand Rider Ex. | at 7-8, 9.

''? Company Remand Rider Ex. 2 at 9 (Whitlock Supplemental).
3 PUCO Ordered Remand Rider Exhibit 1at 1-10 (Auditor’s Report).

4 Company Remand Rider Ex. 2 at 9 (Whitlock Supplemental).
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with its RFPs. The Commission should reject the Company’s subterfuge whereby it
states agreement to an EVA recommendation but intends (in practice) the oppositc result.
The 2007 Stipulation contains numerous faults that result from the narrow
interests o-f thos; who fashioned the agreement and the haste with which the agreement
was patched together. The broad public interest is not served by approval of the 2007
Stipuiation. The Commission should order the Company to comply with all the
recommendations contained in the Auditor’s Report and the OCC-sponsored testimony.

3 The Settlement Package Violates Important Regulatory
Policies and Practices,

Paragraph 5 of the 2007 Stipulation addresses the calculation of the AAC, and
adoption of thal phovision would violate a traditional regulatory policy and practice. That
paragraph fails to recognize the Commission’s carlier statements that AAC calculations
would consider “expenscs.” '? ‘Even if CWIP calculations regarding capital expenditures
are considered for purposes of setting the AAC, Commission policies and practices
should be used to guide the development of reasonable standard service offer rates. As
stated above, the Commission informed EV A that it should use the previously effective
provisions regarding electric fuel component cases in the evaluation of Company
practices as they related to the FPP.''® Similar evaluation of CWIP amounts, i.e. pursuant
to regulatory practices that pre-dated electric restructuring in Qhio, should be applied for
the purpose of deciding which costs are appropriutely assoctated with capital

expenditures.

'Y OCC Remand Rider Ex. 1 at 9, quoting Post-MOP Service Case, Order at 32 {September 29, 2004).

"% pPUCO Ordered Remand Rider Exhibit 1 at 1-2 through -3 {Auditor’s Report).
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The Commission should undertake the evaluation of AAC costs, in the PUCO’s
words, “to consider the reasonableness of expenditures™ in the AAC category because
“[i]t is not in the public interest to cede this review.”'!” Reasonable methods should be
used to reflect actual costs for charges such as the AAC. As stated in OCC Witness
Haugh’s evaluation of regulatory principles and practices, “[plaragraph five of the 2007
Stipulation would permit a return on CWIP that would not traditionally have been
allowed in ratemaking proceedings.*''*

Staft Witness TuPﬁs evaluated the accounts and physical assets associated with the
Company's AAC calculation. He did not, as staied above, formulate an opinion as to
whether a return on CW1P was appropriate for standard service offer rates.'”® Staff
Witness Cahaan supported the reasonableness of paragraph 5 based entirely upon its
adoption of “calculations put forth by Staff witness Tufts.”'* Such an endorsement by
Mr. Cahaan is meaningless regarding the policy of including or excluding a return on
CWIP, a matter upon which Mr. Tufts offered no opinion. The Commission should reject
. Paragraph 5 of the 2007 Stipulation and set the AAC charge at 5.6 percent of “little g” as
supported in OCC Witness Haugh’s calculations and testimony.

Paragraph 8 of the 2007 Stipulation addresses the pricing of capacity from the
DENA Assets, and adoption of that provision would violate a traditional regulatory

policy and practice. That paragraph improperly supports Duke Energy Ohio’s breach of

" Post-MDP Service Case, Entry on Rehearing at 10 {November 23, 2004).
18 OCC Remand Rider Bx. | at 7 (Haugh).

" Tr. Remiand Rider Vol. 1§ at 35 (April 19, 2007) (Tufts) (1 did not form an opinion and that’s not part of
my testimony.™).

X giaff Remand Rider Ex. 3, Answer 3.
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the SRT Stipulation as well as the Company’s violation of the Commission’s Order that
adopted the SRT Stipulﬁtion in its entirety.'®! The SRT Stipulation was entered into by
Duke Energy Ohio, the OCC, and other parties who agreed in October 2005 to a number
of provisions in Case No. 05-724-EL-UNC.'” Among other matters, “CG&E agreed to
“provide OCC with workpapers and other data supporting the use of DENA Agsets as
part of the SRT and if any interested party is concerned about the use of DENA Assets in

i

the SRT the Commission will hold a hearing.”'** The Company failed to provide the

OCC with any such information.'**

The subject of the proceeding to which the SRT Stipulation applied was the “price
for competitive retail electric service for the period of January 1, 2006, through
December 31, 2006.”'* The workpapers and other supporting data should have been
provided to the OCC hefore the hearing in which the Company proposed to include the
use of DENA Assets, Company Witness Smith agreed that the SRT Stipulation
contemplated the provision of information to the OCC before the hearing that is
mentioned in the SRT Stipulation.'*® Duke Energy Ghio’s Senior Counsel, who executed

the SRT Stipulation,'? stated at the hearing on April 29, 2007 that “frankly, we are

having a hearing. That’s what we are doing.” The workpapers and supporting data,

12! 1 e Setting of SRT, Case No. 05-724-EL-UNC, Order at 6 (November 22, 2005).

2 OCC Remand Rider Ex. 4,

M4, at 5, 78.

2411, Remand Rider Vol. I at 97-98 {Apri] 19, 2007) {Smith) (“T don’t know how you would”).
' OCC Remand Rider Ex. 4 at 3 (last *“WHEREAS™).

V3 Ty, Remand Rider Vol. 1 a1 101 (April 19, 2007) {Smith).

" OCC Remand Rider Ex. 4 at 5.
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therefore (and by admission), shou!d have been presented io the OCC hefore the hearings
in these cases.

Company Witness Whitkock submitted testimony regarding the Company’s
request to use the DENA Asscts on November {6, 2006.'”® The required workpapers and
other supporting data, however, were never provided to the OCC. The SRT Stipulation
anticipated that the Company would work towards dacumentation that would support use
of the DENA Assets if it sought to include their use in a SRT calculation. Company
Witness Smith, however, stated that such documentation would not be provided before
the Company’s request to use the DENA Assets.’” The effect of the Company’s
actions -- in this case its lack of actions -- is to raise suspicions that Duke Energy Ohio’s
motives are “nefarious.”™** The SRT Stipulation was designed to counter natural
suspicions with the sharing of information, a design that has been thwarted by Duke
Energy Ohio’s noncompliance. The Commission should not approve the use of the

DENA Assts for the calculation of the SRT under these circumstances.

V. CONCLUSION
The OCC supports the positions presented in the Auditor’s Report. The Auditor’s
Report makes many recommendations regarding the manner in which the FPP and SRT

should be dealt. OCC-sponsored testimorty aiso supports the Auditor’s recommendation

'8 Company Remand Rider Ex. 2 at 10-14 (Whitlock Supplemental).
% Tr. Remand Rider Vo). 1] at 97-98 (April 19, 2007) (Smith).
" "I'he word choice is that of Company Witness Whitlock, so disingenuously stated that “there is no reason

to believe that DE-Oliio’s inotives are nefarious. . . . Company Remand Rider Ex. 2 at 13 (Whitlock
Supplemental).
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that would continge the prohibition against including the cost of using DENA Assets in
the calculation of SRT charges.

QCC-sponsored testimony also supports Commission review of the charges that
Duke Energy Ohio proposes for the AAC charge. The Commission should eliminate that
portion of the proposed charge that can be attributed to a return on all CWTP and set the
AAC at 5.6 percent of “little g.”” Future management performance audits should include
areview of Duke Energy’s operations that contribute to the AAC charges.

Respectfully submitted,
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO

Case Nos. 03-93-EL-ATA
03-2079-EL-AAM
03-2081-EL-AAM
03-2080-EL-ATA
05-725-EL-UNC
06-1069-EL-UNC
05-724-EL-UNC
06-1085-EL-UNC
06-1068-EL-UNC

Consolidated Duke Energy Ohio, inc.
Rate Stabilization Plan Remand, and
Rider Adjustment Cases.

Tt S S ™ vt it sl “mat”

OHIO PARTNERS FOR AFFORDABLE ENERGY'S
INITIAL BRIEF
PHASE 2
CONFIDENTIAL VERSION

1 INTRODUCTION

Onhia Partners for Affordable Energy (“OPAE”), an intervenor in the above-
captioned cases, hereby submits its initial brief in Phase 2 of these consolidated
proceedings before the Public Utilities Commission of Chio ("Commission”). This
second part of the prooeedings concerns applications made by The Cincinnati Gas &
Electric Company (“CG&E"), now Duke Energy Ohio, Inc. (“Duke”) to adjust riders
previously allowed by the Commission, VCG&E-Duke calls these riders the fuel and
purchased power ("FPP”) tracker, the system reliability tracker (“SRT") and the annually
adjusted component (“AAC") of the market-based standard service offer.

On Aprit 9, 2007, CG&E-Duke filed a stipulation and recommendation purporting
fo represent a fair and reasonable solution of the issues raised in these cases. Joint
Exhibit Remand Rider (“}t. Ex. R.R.") 1 at 3. In addition to CG&E-Duke, the April 9,

2007 stipulation was signed by the Staff of the Commission (*Staff"), Ohic Energy
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Group (“*OEG"), the Ohio Hospital Association (“Hospitals"}, the City of Cincinnati and
People Working Cooperatively ("PWC"). The Industrial Energy Users-Ohio (“IEU-O")
did not sign the stipulation but stated on the racord that it did not oppose it. Tr. Remand

Rider (R.R.) Il at 153.

Il THE APRIL 9, 2007 STIPULATION IS NOT THE PRODUCT OF SERICUS
BARGAINING AMONG THE PARTIES.

A. THE APRIL 9, 2007 STIPULATION IS NOT SUPPORTED BY A WIDE
RANGE OF PARTIES TO THESE CASES.

In considering the reasonableness of a stipulation, the Commission uses a three-
prong test approved by the Ohio Supreme Court:

1. Is the settlement a product of serious bargaining among capabile,
knowledgeable parties?

2. Does the settlement, as a package, benefit ratepayers and the public
interest?

3. Does the settlement package violate any important regulatory principle or
practice?

Ohio Consumers’ Counsel v. Pub. Util. Comm. (1992), 64 Ohio St.3d 123, 126.

Contrary to the first prong of the Commission’s test, serious bargaining amang
the parties did not take place at the settlement negotiations. The stipulation is not
balanced and does not represent the views of all customer classes who are parties to
thesé éases. |

The Ohio Supreme Court has affirmed the Commission's rate stabilization plan
concept solely on the basis of stipulations supported by a wide range of parties to the
cases. In Constellation NewEnergy, Inc. v. Pub. Util. Comm., 104 Ohio 5t.3d 530,

2004-Ohio-6767, the Court affirmed the Commission’s finding in approving a rate plan
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on the basis of the reasonableness of a stipulation supported by all customer classes.
As the Court stated in a subsequent case involving the rate plan of FirstEnergy Corp.:

The absence of a stipulation signed by customer groups factually
distinguishes this case from Constellation. In Constellation we alsc noted
that “no entire customer class was excluded from seltlement negotiations
and that the following classes were represented and signed the
stipulation: residential customers, low-income customers, commercial
customers, industrial customers, and competitive retail electric service
providers.” When it enacted R.C. 4928.14, the General Assembly
anticipated that at the end of the market-development period, customers
would be offered both a market-based standard service as required by
R.C. 4928.14(A} and service at a price determined through a competitive-
bidding process as required by R.C. 4928.14(B); one very narrow
exception contained in R.C. 4928.14(B) permits the commission fo
determine that a competitive-bidding process is not required. n
Constellation, the customer groups, by stipulation, agreed to accept a
market-based standard service offer and waive any right to a price
determined by competitive bid. Those facts are not present in this case.

Ohio Consumers’ Counsel v. Pub. Util. Comm., 2006-0Ohio-2110 §18. The Court made
it clear that the stipulation signed by a wide range of parties was the determining factor
that allowed the Court to affirm the Commission’s orders. The Court made a strong
distinction between Commission orders that could be made pursuant to a stipulation
supported by a wide range of parties and orders that could not be made absent such a
stipulation. In the same opinion, the Court also stated:

In contrast to the customer groups in Constefiation, the customer groups

here did not agree to the FirstEnergy rates, and most customer groups,

including the OCC, which represents all residential customers, opposed

them. Under these circumstances, the PUCO had no authority to adopt

the rate-stabilization plan without also ensuring that a reasonable means

for customer participation had been developed.
Id. 19.

In short, the Court has affirmed the Commission's rate stabilization orders on the

basis of customer agreement in a stipulation. The Court has explicitly stated that such
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customer agreement is the determining factor in the Court's affirmation of the
Commission's rate stabilization orders.

The Commission’s own arders also emphasize the need for a broad range of
parties supporting the stipulation. The Commission’s paragraph finding a market-based

standard service offer in its Opinion and Order in Case No. (3-93-EL-ATA, et al., reads

as follows:

The Commission finds that the rate under the stipulation is a market-
based rate. The Commission notes that Section 4928.14, Revised Code,
allows it flexibility in approving processes for determining market-based
rates for the standard service offer. The Commission finds that the
stipulation was negotiated among five suppliers and organizations
representing various categories of consumers, from low income residential
consumers to large industrial users. The stipulation also includes
provisions that provide for changes to reflect changes in certain costs. In
addition, the stipulation, as revised by this opinion and order, allows the
Commission to monitor the prices and confirm that, over time, those prices
remain market-based and that consumers have adequate options for
choosing among generation suppliers.

Opinion and Order (September 29, 2004) at 26. Thus, the Commission made the
finding of a market-based rate only in the context of a stipulation that “was negotiated
among five suppliers and organizations representing various categories of consumers,
from low income residential consumers to large industrial users.” id. The Court citedr
the Commission’s finding as follows:

After considering data and arguments from OCC and others attempting to
refute CG&E's evidence, the commission found that CG&E's standard
service offer was a market-based rate. The Commission stated that (1)
R.C. 4928.14 allowed it flexibility in approving methods for determining
market-based rates for standard service offers, (2) the stipulation was
negotiated among five suppliers and other organizations representing
various categories of consumers, from low-income residential consumers
to large industrial users, (3) the stipulation aliowed for modifications to
reflect changes in certain costs, and (4) revisions to the stipulation would
allow the Commission to monitor prices and confirm that prices will remain
market based over time. §42.
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The Court found that the stipulation among several competitors in retail electric service
and various categories of consumers was one of the criterion relied on by the
Commission in finding that the standard service offer was market based. The Court
then found as follows:

We conclude that the Commission's approval of CG&E's alternative to the

competitive bidding process was reasonable and lawful. The commission

found that CG&E'’s price to compare, as part of the standard service offer,

was market based, and OCC has offered no evidence to contradict that

finding. Various customer groups were parties to the stipulation and

approved the price to compare and the method by which the price to

compare would be tested to ensure that it remains market based. CG8E's

rate stabilization plan provides for a reasonable means of customar

participation. 7[56.

It is obvious that there was no finding of the reasonableness of the market-based
standard service offer except in the context of a stipulation to which various customer
groups agreed.

The April 9, 2007 stipulation has no support from marketers, residential
customers or any other customer group that will be subject to its terms. OCC, which by
statute, represents all residential customers, opposes the stipulation, as does OPAE,
which has served as an advocate for residential and low-income customers since its
founding in 1996. OPAE also represents the interests of its member agencies located
in the CG&E service territories that are commercial customers of CG&E.

The Commission should be suspect of any claim that the stipulation is balanced
and represents the views of all customer classes. The stipulation clearly does not
represent the views or satisfy the interests of the residential class or any other class.

The Commission cannot find that serious bargaining took place among the parties when

the stipulation is not a balanced agreement representative of the customer classes.
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B. THE PARTIES SUPPORTING THE APRIL 9, 2007 STIPULATION
RECEIVE DIRECT BENEFITS OR ARE IMMUNE FROM THE TERMS
OF THE STIPULATION.

The April 9, 2007 stipulation was submitted by CG&E and five other parties, all of
whom supported the Case No. 03-93-EL-ATA, et al,, stipulation whose approval by the
Commission is the subject of the remand by the Ohio Supreme Court. The persistence
of the stipulation approach to Commission-case solving is remarkable, given that these
proceedings call the entire stipulation process into question. The Court questioned the
validity of a stipulation on the basis that there may be no serious bargaining among the
parties if side arrangements are made. Thus, the motive of the parties who signed the
April 8, 2007 stipulation is an Issue in these casses.

One party supporting the stipulation is People Working Cooperatively (‘PWC").
PWC operates demand-side management programs funded by CG&E-Duke. PWC has
conceded “that its primary purpose for participating in these proceedings was to assure
that funding promised by the stipulation in Cincinnati Gas & Electric Company’s ETP
case, be continued and that it be extended through the end of the market development
period”. PWC Motion to Strike (April 27, 2007} at 3. While PWC claims that its concern
for the interests of consumers is demonstrated by its desire to extend the funding it
racsives from CG&E-Duke for its projects, PWC’s position demonstrates no regard for
the overall impact of the stipulation on residential customer bills,

PWC’s paosition is distinct from the position of OPAE, which is concemed with the
impact of the stipulation on customer bills. in its reply to OPAE’s memorandum contra
the motion to strike, PWC compiains that OPAE asserts evidence not on the record,

while PWC itself uses evidence not admitted into the record in these cases regarding a
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settlement offer made by OPAE to CG&E-Duke. While OPAE'’s settlemant offer has not
been admitted into the record of these cases, it is worth noting, again, that PWC’s own
words prove OPAE's points. OPAE's setilement offer shows that OPAE not only
requests funding for energy efficiency programs but also requests that the rate caps
stay in place, that the enhanced shopping credit for residential customers be made
available to Percentage of Income Payment Plan (“PIPP") customers, and that PIPP
arrearages cease t0 be collected. OPAE had four points to its settlement proposal, not
simply one for money, as PWC falsely implies.

OPAE's opposition to the stipulation is based on the stipulations’ impact on
customers; there is no basis for PWC to claim that OPAE, like PWC, is only interested
in funding for its own projects. Thus, PWC’s support for the stipulation should not 'bg
constru‘ed as support from the residential class.

The City of Cincinnati also signed the April 3, 2007 stipulation. The City of
Cincinnati signed a settlement agreement with CG&E under which the City agreed to
withdraw from Case No. 03-93-EL-ATA. Under the agreement, CG&E provided the City
with one miliion dollars ($1,000,000) in total consideration for certain amendments to
three electricity agreements between CG&E and the City. OCC Remand Ex. 6. The
settlement agreement was conditioned upon the City not opposing the stipulation filed in
Case No. 03-93-EL-ATA. The settlement agreement also would terminate on the day
that the Commission issues an order unacceptable to CG&E in carrying out the terms of
the stipulation in Case No. 03-93-EL-ATA. Id. at 2. Therefore, the City of Cincinnati's
support for tha stipulation in these rider cases is a product of its separate side

agreement with CG&E.
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The customer groups supporting the April 9, 2007 stipulation are OEG, the
Hospitais and (EU-O. In the remand case, CCC witness Beth Hixon testified about
option agreements made by Cinergy Retail Sales, LLC ("CRS") with individual
customers who are members of OEG, the Hospitals and IEU-QO. OCC Remand Ex. 1 at
48. Under the option agreements with CRS, the customer takes generation service
from CG&E and grants CRS the exclusive option to provide generation to the customer
during 2005 through 2008. CRS has the right to exercise the option: at any time. In
exchange for this right, CRS pays the customers the option payment set forth in the
agreement. The option payments generally follow the pattern of CRS reimbursing
components of CG&E's charges set forth in the stipulation in Case No. 03-93-EL-ATA,
et al. OCC Remand Ex. 2A at 51.

Pursuant to the option agreements of the Hospitals, OEG and |IEU-O, th-is

various option agreements have different arrangements for reductions fo thq
;V-Ithough ali the option agreements have discounts of theffjjJJjl§and some have
a discount{ il OCC Remand Ex. 2, Attachment 17. Thus, the signatory
parties to the April 9, 2007 stipulation do not pay the-and generally do not pay the
- These parties with option agreements obviously have
fewer pfoblems with these riders than customers who must pay the full amount,
including the full amount of any increases. A stipulation supported exclusively by

customer parties who do not pay the full amount of the increasas is obviously not
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supported by customers. There is no serious bargaining when the signatory parties
agree to charges that do not apply to themselves.

Ms. Hixon testified that the effect of the side agreements was to insulate certain
large customers from the rate increases proposed by CG&E. Pursuant to the side
agreements, those customer parties supported CG&E’s proposals for post-market
development period generation pricin'g to the detriment of other customers who did not
benefit from the inducements offered only to a limited number of parties by CG&E. As a
result of the side agreements, CG&E's proposals do not have support from customers
who actually pay all the rate increases. While the Commission’s rules allow for a
standard service offer that varies from its rules where there is substantial support from a
-+ pumber of interested stakeholders [Ohio Adm. Code 4901:1-35-02(C})], here there is no
support from parties representing customers who will actually pay all the rate increases
in CG&E’s generation pricing stipulation. Id. at 59.

The side agreements show that a great deal of negotiaﬁon and agreement was
undertaken outside the view of OCC and OPAE in these cases. The large electricity
users that support the stipulation are favared with side agreements. The side
agreements distort any negotiating process that was conducted in the open. The open
negotiating sessions couid not involve serious bargaining because the large electricity
users have reached side agreements under which they are not subject to many of the
generation rate increases that are publicly proposed by CG&E and set forth in the
stipulation. The reason for the support of the stipulation by large electricity users is that
they are actually exempt from portions of the generation price increases publicly

proposed by CG&E and as set forth in the April 9, 2007 stipulation.
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Certainly CG&E made no effort to meet the concerns of OPAE in the seftlemnent
process. OPAE was never invited to negotiate a side agreement, nor were any offers |
made to OPAE that might have induced OPAE to sign or support a stipulation. OPAE
did not get a special deal. Small business customers did not get special deals.
Residential customers did not get special deals. Only the large users got special deals
and were induced to sign the stipulation and recommend it to the Commission even
though the special deal was the large users were not actually subject to the terms of the
stipulation that they were recommending. The clear benefit to the large users in signing
or supporting the April 9, 2007 stipulation is that they are not subject to the terms of the
stipulation.

The customer parties supporting the April 9, 2007 stipulation are the ones with
side deals that exempt them from the stipulation's terms. This is prima facie evidence
that there is no customer support for the Apnil 9, 2007 stipulation’s terms. No customer
actually subject to the terms of the stipulation supports it. The stipulation is an illusion
that falsely seeks to convince the Commission that customer support exists for a CG&E
proposal. Support from customers relatively unaffected by the rate increases proposed
in the stipulation cannot outweigh the unanimous opposition of representatives of
customer groups subject to the terms of the stipulation. Under the circumstances, the

Commission must find that there is no customer support for the April 9, 2007 stipulation.

END CONFIDENTIAL

10
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.  THE APRIL 9, 2007 STIPULATION VIOLATES IMPORTANT
REGULATORY PRACTICES AND PRINCIPLES AND FAILS TO BENEFIT
RATEPAYERS AND THE PUBLIC INTEREST BY ALLOWING FOR THE
RECOVERY OF A RETURN ON CONSTRUCTION WORK IN PROGRESS
THROUGH CG&E-DUKE’S AAC.

Contrary to the second and third prongs of the Commission's three-prong test,
the April 9, 2007 stipulation and recommendation fails to benefit ratepayers and the
public interest and violates important regulatory practices and principles by allowing for
the recovery of a retum on construction work in progress (“CWIP") through CG&E-
Duke's AAC. Paragraph 5 of the April 9, 2007 stipulation permits CG&E-Duke recovery
of a return on CWIP to be included in the AAC charges. The stipulation is contrary'to
the recommendation of the management/performance auditor that a retum on CWIP be
excluded from the AAC. Commission-Ordered Ex. 1 at |-9.

The Commission has not already determined that a return on CWIP may be
included in the AAC. OCC R.R. Ex. 1 at 8-9. The Commission’s orders regarding the
components of the AAC mention “expenses,” which do not describe the return on CWIP.
The Commission did not approve a set formula for the calculation of the AAC, but
adopted a flexible approach citing factors such as proven expenses and other factors as
may be appropriate from time to time, OCC Ex. R.R. 1 at 9. The Commission has aiso
stated that it will continue to consider the reasonableness of "exbendituras" and that it
will seek to ensure that CG&E-Duke’s generation rates ara market based. Thus, this
proceeding is the first opportunity that the parties have had to present their views
regarding a reasonable level of AAC charges.

The Staff of the Commission has offered no justification for the inclusion of a

return on CWIP in the AAC. Staff witness L'Nard E. Tufts merely verified CG&E-Duke's

11
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revenue requirement by tracing numbers from CG&E-Duke’s filing to its records. Staif
R.R. Ex. 2 at 2. Adjustments were made to update and correct numbers based on the
information supplied by CG&E-Duke. Although the Staff signed the stipulation, the Staff
made no recommendations and provided inadeguate justification for the
appropriateness of the inclusion of a retum on CWIP in the AAC.

The return on CWIP should be excluded from the revenue that CG&E-Duke
seeks to abtain through the AAC. The inclusion of a returmn on CWIP results in
unreasonable AAC charges.

First, a return on CWIP would nat traditionally have been allowed in ratemaking
proceedings. A revenue requirement determined in Ohio through a traditional
regulatory cost calculation would require that any CWIP be at least 75% complete
before the Commission would consider allowing a return on CWIP. CG&E-Duke has
not demonstrated that the CWIP portion of the environmental compliance net plant is or
will ba at least 75% complete {(or any other percentage) during the time that the AAC is
being collected.

Second, under a traditional regulatory paradigm, CG&E-Duke might propose
allowing a return on CWIP that customers would pay up front during plant construction.
After construction is complete, the customers have a claim that the retum on CWIP will
provide lower capital costs at a future date when the plant is in service. The current
regulatory paradigm does not provide any assurance of lower capital costs for
customers at a future date. The future is 0o uncertain to guarantee the claimed benefit

would ever be realized by the consumers who would pay the 2007 AAC because it is

)
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not known which customers will receive service from CG&E-Duke’s generating units in
the future.

CG&E-Duke will argue that the traditional regulatory treatment does not apply
and that the current generation market is deregulated. In reality, the AAC has no place
in the deregulated environment. As OCC witness Michael P. Haugh points out, the
‘new” formula used by CG&E-Duke to determine a market price for standard service
generation simply seeks cost-based recovery that is similar to the traditional
methodology for the treatment of CWIP, but without any imitation regarding the
percentage of completion for additions to environmental plant and without any
assurance of lower capital costs in the future. OCC Ex. R.R. 1at7. Clearly, CG&E-
Duke is seeking for itself the best of both worlds: cost recovery using traditional revenue
requirement methodology (such as CWIP) instead of a market approach, but disregard
for traditional rules governing cost recovery such as those that governed CWIP. Id.

In a truly competitive market, CWIP would not be samed at all. A retum on the
plant would not occur until the plant is fully operational. In a proper market approach,
the entire AAC would be a generation charge that is avoidable for customers who
switched to another supplier. Thus, in a deregulated generation environment, CWIP is
inapprepriate.

Under the circumstances of an application requesting recovery of a typically
regulated concept such as CWIP, it is obvious that traditional regulatory practices can
and should be used to guide development of realistic costs to ensure reasonable
standard service offer rates. A reasonable method should be used to reflect actual

costs for charges such as the AAC.

13
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The CWIP porticn should be removed from the “Return on Environmental Plant”
calculation in CG&E-Duke's filing for purposes of setting a more reasonable AAC
charge. Mr. Haugh removed the $244,413,759 CWIP amount from the “Return on
Environmental Plant” filing by CG&E-Duke witness Wathen's Attachment WDW-2,
Schedule 2. This reduces the “Pre-Tax Return” to $53,938,303 and reduces the “Total
Environmental Compliance Increase” to $50,429,411. OCC Ex. R.R. 1 at 11. The
removal of the CWIP portion of the Environmental Plant reduces the revenue

requirement for the 2007 AAC to $45,246,994. Id.; MPH Aftachment 1.

V. THE APRIL 9, 2007 STIPULATION VIOLATES IMPORTANT
REGULATORY PRACTICES AND PRINCIPLES AND DOES NOT BENEFIT
RATEPAYERS OR THE PUBLIC INTEREST BY ALLOWING, WITHOUT
APPROPRIATE RESTRICTIONS, THE RECOVERY OF CAPACITY COSTS
ASSOCIATED WITH THE DENA ASSETS THROUGH THE SRT.

The Aprit 8, 2007 stipulation and recommengdation also rejects the
management/performance auditor's recommendation regarding the use of Duke Energy
North America ("DENA") assets. The auditor recommends that CG&E-Duke'’s
purchases of reserve capacity from DENA assets not be eligible for inclusion in the
SRT. The auditor does not believe that customers would pay more far capacity from the
market than they would for capacity from the DENA assets. Commission-Ordered Ex. 1
at 8-5. The auditor also believes that CG&E-Duke could sell the DENA capacity on the
open market. Id. Moreover, the auditor stated that affiliate transactions are problematic
and burdensome to audit. id.

The auditor's recommendations reflect the Commission’s current orders

regarding the DENA assets. The Commission has previously found that costs related to
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the transfer of the DENA assets may not be passed on to Ohio customers without prior
approval of the Commission. Finding and Order, Case No. 05-732-EL-MER (December
21, 2005) at 15. Further, in Case No. 05-724-EL-UNC, the Commission adopied a
stipulation, which states that CG&E-Duke may not use the DENA assets to satisfy the
SRT margin requirements without an application to the Commission requesting approval
of a market price associated with the DENA assets. Case No. 05-724-EL-UNC, Opinion
and Order (November 22, 2005) at 5; OCC R.R. Ex. 4. CG&E-Duke has not provided
any market pricing mechanism in its application. OCC Ex. R.R. 1 at 12.

OCC witness Haugh concurred with the auditor's recommendation that cl?arges
related to DENA assets should not be collected from customers in CG&E-Duke’s SRT.
CG&E has not shown that customers are better off by using DENA assets than paying
for capacity in the market. Thus, CG&E-Duke has not demonstrated that use of the
DENA assets benefits customers. The use of the DENA assets may resultin SRT costs
that do not provide reasonably-priced retail electric service for Ohio customers. OCC
Ex. RR. 1 at 15. CG&E-Duke should be allowed to purchase capacity from the DENA
assets in the future only in an emergency situation and only if CG&E-Duke
demonstrates that the DENA assets clearly offered a better price or a better product for
customers than that offered in the open market.

With regard to the use of DENA capacity, CG&E-Duke and the Staff presented a
clarification of the April 9, 2007 stipulation and recommendation. OCC R.R. Ex. 3. This
clarification states that Paragraph 8 of the stipulation is intended to permit CG&E-Duke
to use its DENA capacity on an emergency basis where capacity to meet operational

requirements is necessary with less than seven days advance notice during two
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consecutive seven-day periods. In that event, CG&E-Duke must obtain Commission
approval before using such capacity during the second seven-day period. The Staff and
CG&E agreed that CG&E-Duke may recover short term (seven days or less) capacity
purchases from its DENA assets through the SRT. CG&E-Duke and the Staff would
agres on a pricing methodology before CG&E-Duke purchases the DENA capacity.
CG&E-Duke and the Staff also agreed that the recommendation of the auditor was
inapplicable to the extent it is in conflict with their agreement. OCC R.R. Ex. 3.

In spite of this effort by CG&E-Duke to clarify the stipulation with regard to the
use of DENA assets, it was obvious at the hearing that CG&E-Duke and the Staff are
not in agreement over the meaning of Paragraph 8 of the April 9, 2007 stipulation.
CG&E-Duke apparently believes that the April 9, 2007 stipulation allows it to purchase
capacity from the DENA assets whenever it wants assuming that it is only for a seven-
day period. The Staff wouid limit DENA purchases to an emergency situation. The
April 9, 2007 stipulation, therefare, appears to mask a disagreement over the use of the
DENA assets between CG&E-Duke and the Staff. Such disagreement should not exist
at such an early point following the execution of a stipulation. OCC R.R. Ex. 2 at 3.

-0CC witness Haugh testified that if a circumstance arose where CG&E-Duke

was in an emergency situation and unable to meet its capacity needs, then use of the

- DENA assets could be appropriate. The DENA capacity should be used only as a last

resort and if there is a pre-determined reasonable method to set the price for the
capaclty from the DENA assets. OCC Ex. R.R. 1 at 15-16.
The stipulation does not provide a reasonable method to set the price for the

capacity from the DENA assets. Therefore, the stipulation does not provide adequate
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protection for ratepayers against CG&E-Duke’s overcharging for the DENA assets.
Paragraph 8 of the stipulation allows CG&E-Duke to determine the “market price” by
either using the midpoint of broker quotes, the average price of third-party transactions,
or another method determined by CG&E-Duke and the Staff, In reality, there are
usually very few broker quotes. OCC R.R. Ex. 2 at 4. The problem with the stipulated
method is that there is a limited market. If there are very few or no transactions, then
there is only speculation about the market price. Given the lack of transactions in the
capacity market, the market price for capacity would be determined with limited or no
market data. This is not an acceptable solution for determining the market price of the
DENA assets, nor does it provide a reasonable cost for capacity for CG&E-Duke
customers. OCC Ex. R.R. 1 at 14.

Contrary to the stipulation, the guidelines for formulating a price for the DENA
assets need to be more stringent. If there are limited broker quotes and transactions in
the capacity market, there will be too much uncertainty regarding the true market price.
The formula set forth in Paragraph 8 of the April 9, 2007 stipulation should not be used
unless there is a minimum number of broker quotes and transactions to determine the
price of the DENA capacity.

OCC witness Haugh suggested that a minimum of three bids and offers from
three separate brokers would be needed. He also suggested a minimum. of three third-
party fransactions be required. Finally, when formulating a price, there needs to be a
cap on the amount CG&E-Duke is charging to the customers who are paying the SRT.
OCC witness Haugh suggested that the price be capped at the median price CG&E-

Duke has paid for capacity during the time frame in which the emergency occurs. He

17



02968

bslieves this cap should be implemented if any capacity from the DENA assets is used.
OCCR.R.Ex. 2 at6.

The April 9, 2007 stipulation’s freatment of the DENA assets {and the awkward
attempt to clarify its meaning) renders the stipulation harmful to ratepayers and against
the public interest. The use of DENA assets should be limited to emergency situations
where there are no other options. Moreover, the Commission should adopt the
limitations and safeguards recommended by OCC witness Haugh for pricing the DENA
capacity in the event of its use in an emergency situation. The stipulated methodology
to formulate a “market price” for the DENA assets does not provide proper protections
for customers paying the SRT. The stipulation, therefore, violates important regulatory
principles and practices by allowing for the use of DENA assats and recovery of costs

through the SRT without adequate limitations and safeguards.

V. THE STIPULATION AND RECOMMENDATION VIOLATES IMPORTANT
REGULATORY PRACTICES AND POLICIES AND FAILS TO BENEFIT
RATEPAYERS AND THE PUBLIC INTEREST BY FAILING WITHOUT
JUSTIFICATION TO ADOPT RECOMMENDATIONS MADE BY THE
MANAGEMENT/PERFORMANCE AUDITOR.

The Aprit 9, 2007 stipulation proposes to accept some, but not all, of the
management/performance auditor’s recommendations. By presenting this suspect
stipulation and recommendation to the Commission, CG&E has been able to choose the
audit recommendations that it is willing to implement, and ignore those that it chooses to
ignore. This is inappropriate and should not be allowed.

The disregard for the auditor's recommendations regarding the recovery of a

return on CWIP through the AAC and the use of DENA assets has already been
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discussed in this brief. As has been discussed, the disregard for the CWIP and DENA
audit recommendations has caused the stipulation to violate the second and third
prongs of the Commission’s three-prong test. The stipulation does not benefit
ratepayers and the public interest, and it viclates important regulatory practices and
policies by allowing the return on CWIP and the use of the DENA assets under
inappropriate circumstances.

In addition, the stipulation disregards other audit recommendations without any
justification other than CG&E-Duke’s desire to disregard them. For example, the auditor
recommended that CG&E-Duke discontinue its active management practices and adopt
a traditional utility procurement strategy related fo the procurement of coal, emission
allowances and forward power purchases. Commission-Ordered Exhibit 1 at1-9. The
April 9, 2006 stipulation and recommendation states that the auditor's recommendation
at 1-9 that active management practices be discontinued will be withdrawn. Jt. Ex. R.R.
1at 5. In addition, the April 8, 2007 stipulation states that interested parties shall meet
to determine how to handle CG&E-Duke’s management of its portiolio of coal assets,
emission allowances, and purchased power arrangements post-2008. ld.-

OCC witness Haugh found this prdvision of the stipulation to be ambiguous or
meaningless. The stipulation does not accomplish anything except an agreement to
meset and uss best efforts to make a recommendation. In addition, a docket already
exists for the determination of issues such as the procurement of coal, emission
allowances and power in the post-2008 period. Case No. 06-988-EL-UNC. This docket
serves the purpose of exploring post-2008 issues more appropriately than the provision

in the April 9, 2007 stipulation. OCC R.R. Ex. 2 at 2.
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The stipulation does not adequately address the auditor's concern that active
management be discontinued. There is no basis on the record to disregard the
auditor's recommendation; therefore, the Commission should adopt the
recommendation of the auditor that active management be discontinued.

The auditor also recommended that CG&E-Duke present several alternative
sensitivity analyses of key variables (i.e., emission allowance prices and market coal
prices) in its transaction review and approval process. CG&E-Duke should maintain
detailed documentation of all emission allowance prices, market coal prices, and power
purchase transactions to enable the next FPP auditor to review adequately the
management of the procurement process for coal, emission allowances and power. If
the auditor discovers that CG&E-Duke’s management of the procurerment process for
coal, emission allowances, and power has resulted in imprudently incurred costs in the
FPP price, then those imprudent costs should be refunded to FPP customers.

OCC witness Haugh recommended that audits of current and future AAC filings
be conducted annually if these charges continue in the future. OCC Ex. R.R. 1 at6. An
audit of the charges associated with the AAC is the only way the Commission will be
able to conclude whether the proposed AAC charge is reasonable and properly
calculated. The audit of the AAC should be included with the audit of the 2007 and
2008 SRT and FPP riders, if those charges continue in the future. An audit of the first
six months of 2007 AAC costs should be included within the scope of the next FPP and
SRT audit period, July 1, 2006 through June 31, 2007. AAC costs incurred from July 1,
2007 and beyond should be included within the scope of subsequent annual FPP and

SRT audits.
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The Commission should adopt the auditor's recommendation that adequate
documentation of the procurement practices be available so that the next auditor will
have the documentation needed to evaluate their effectiveness. The Commission
should also adopt the recommendation of OCC witness Haugh for an audit of the AAC.
The recommendations of OCC witness Haugh fit together with the auditor's
recommendation so that the auditor's recommendation for sensitivity analyses for
allowance, fuel and power procurement processes can be accomplished in one audit for
the FPP and the AAC together. Contrary to what CG&E-Duke may argue, this one audit
of the FPP and AAC together will not be overly burdensome but will merely extend the
scope of the current audit to include costs for coal, allowances and purchased power
with costs for environmental compliance.

Vi. CONCLUSION

The April 9, 2007 stipulation and recommendation fails all three prongs of the
Commission’s three-prong test for the reasonableness of stipulations. It is not the
product of serious bargaining among the parties. It violates important regulatory
practices and principles. It does not benefit ratepayers and the public interest. Based
on tﬁe evidence of record, the April 9, 2007 stipulation must be rejected.

In rejecting the stipulation, the Commission should adopt the recommendations
made by the management/performance auditor and OCC witness Haugh in these
cases. The Commission shouid disallow recovery of a return on CWIP in the AAC.

Only if the return on CWIP is sliminated will the Commission use a reasonable means to
develop costs for the standard service offer prices. The Commission should also not

allow any recovery through the SRT of capacity costs of the DENA assets. The DENA
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assets should be used only on an emergency basis and then subject to the pricing
methodology set forth in the testimony of OCC witness Haugh. Finally, the AAC should
be audited and the scope of the combined FPP-AAC audit should be expanded as set

forth above.
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L INTRODUCTION

A. Prefatory Commments

The briefs submitted 1o the Public Utilities Commission of Ohio (“PUCO” or
“Commission”™) by the Office of the Ohio Consumers® Counsel (“OCC") in Phase | and
Phase II described the sides taken by parties to these cases and closely examined the
reasons for the positions taken by those parties. [n part, the QCC’s examination
addressed the deul struck between Duke Energy Ohio, Inc. (*Duke Energy Ohio” or the
“Company,” including its predecessor company, “CG&E") and parties lha‘; represent
customers who do not bear the full brunt of the rate increases proposed by the Company.

The paucity of support in Phase II briefs from signatories to the stipulation (*2007
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Stipulation,” Joint Remand Rider Ex. 1') regarding the Company’s Fuel and Purchased
Power (“FPP”) tracker, System Reliability Tracker (“SRT™), and Annually Adjusted
Component (“AAC") charges also speaks to the lack of actual involvement in the Phase
11 proceedings by most of the signatories to the 2007 Stipulation, and also their lack of
knowledge concerning the Company’s proposals.

B. Burden of Proof

The OCC’s Initial Post-Remand Brief, Phase {1 (“OCC Inilial Phase 1I Brief”) set
out the burden of proof, as stated in R.C. 4909.]18 and/or R.C. 4909.19, which rests upon
Duke Energy Ohio in these cases. The burden of proof upon the applicant, in this case
Duke Energy Ohio, is statutory and is not shifled or otherwise changed by the aclivities
of the signatories to the 2007 Stipulation. The present cases vividly illustrate why the
burden of proof is not shified by a stipulation. If such a shifi could take place, the burden
could have been shifted by the Company’s hurried and haphazard efforts to present a
stipulation in Phase 11 of these proceedings. The Company has the statutory burden to
demonstrate that the rate increases that (hey have requested are reasonable.

The OCC does not bear any burden of proof in these cases. As explained in the

OCC Initial Phase I Brief, and will further explamn in the following sections, how Duke

! The natational conventions use by the OCC in earlier briefs and during the hearings will again be
observed. The procecdings prior to the appeal are referred to, collectively, as the “Post-MDP Service
Case," and the proceedings after the appeal are referred to, collectively, as the “Pust-MDP Remand Case,”
the latter of which was separated in some respects into Phase [ and Phase [I. Exhibit references to the
portion of the proceedings in Phase [ after remand from the Conrt contain the word “Remand” to
distinguish them from other exhibita. Exhibit references to the potion of the proceedings in Phase 1T afier
remand from the Court contain the words “Remand Rider.”
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Energy Ohio has failed to prove that its post-MDP pricing proposals should be adopted

without alteration by the Comumnission.

II. PROCEDURAL HISTORY

The procedural and substantive history of these consolidated cases is contained in
the OCC’s briefs in these proceedings, the last of which (i.e. the OCC Initial Phase 11
Brief) was submitted on May 17, 2607. Initial briefs for Phase 1] of these proceedings
were submitted on that date in opposition to the Company’s propesals by the OCC and
the OPAE.

Initial briefs were submitted in support of the 2007 Stipulation by Duke Energy
Ohio ("Company Initial Phase I[ Brief”) and the PUCQO’s Staft {"StafY [nitial Phase Il
Brief™). Duke Energy Ohio incorrectly states: *“The cases that OCC sought to suspend
and stay included cases secking to set the 2007 market price for the Annually Adjusted
Component (AAC), System Reliability Tracker (SRT), and Fuel and Purchased Power
(FPP) component of DE-Qhio’s MBSSO.”* The OCC never sought to “suspend and stay
.. .cases.” but insfcad sought to stay the rate increases sought by the Company until the
Commission decided cases on remand from the Supreme Court of Ohio.*

Staff incorrectly asserts that “Mr. Michael Haugh, testifying on behalf of OCC,
was the only witness 1o suggest the [2007] Stipulation did not meet all three criteria.”*

The featured witnesses during the hearing on April 10, 2007 were two Staff wimesses

2 Company Initial Phase 11 Brief at 3-4, citing “OCC’s Motion to Stay the AAC, FPP, and SRT" dated
December 12, 2006.

* QCC Motion 10 Stay All Rate Increases {December 12, 2006).

* Staf¥ Initial Phase 11 Brief a1 4.
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who supported the Auditor’s Report prepared by Energy Ventures Analysis (“EVA” or
“Auditor™), as assisted by Larkin & Associates (“Larkin™). Those witnesses support the
OCC’s positions regarding prudent fuel and capacity procurement practices that the
Company should follow to reduce the FPP and SRT charges.” These include
recommendations that fhie 2007 Stipulation rejects.®

EVA’s assigned tasks did not deal with the Company’s proposed AAC charges,
but the Auditor’s Report recommends that the Company examine its assumptions relating
to fuel purchases in connection with costs that are used in catculation of the AAC.” That
recommendation supports the OCC’s recoimmynendation that the next audit address the

AAC charges.

I11. ARGUMENT

Al The Test for a Partial Stipulation Emphasizes the Public
Interest.

The 2007 Stipulation was filed just prior to the hearing on Phase [ of these cases,
and its recommendations are part of the record that the Commission will consider in these
cases.’ The standard of review for consideration of a partial stipulation has been
discussed in a number of Commission cases and by the Ohio Supreme Court. See, e.g.,

CG&E £TP Case, PUCO Case No. 99-1212-EL-ETP, et al., at 65 (July 19, 2000).

* The conflict between the testiniony in support of the Auditor’s Report and the 2007 Stipulation explains
actempts by Staft™s counsel to conduct cross-examination of Mr. Schwartz rather than re-direct. Tr, Vol.
Remand Rider Vol. ] at 110, lines 12-§6 (April 10, 2007,

¢ See, e.g., Joint Renwand Rider Ex. | at §§1, 2, and 8 (2007 Stipulation).

" OCC Initial Phase [I Brief at 9, citing PUCO Ordered Remand Ricder Exhibit 1 at 2-18 (Auditor's Report).

# Joint Remand Rider Ex. 1 (2007 Stipulation).
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The Court in Consumers’ Counsel 1992 considered whether a just and reasonable
result was achicved with reference to criteria adopted by the Commisston in evaluating
settlements:

1. Is the settlement a product of serious bargaining among
capable, knowledgeable parties?

2. Does the settlement, as a package, benefit raiepayers and
the public interest?

3 Does the settlement package violate any impontant
regulatory principle or pr;:u:ticr:‘}"i

The OCC submits that the 2007 Stipulation violates the criteria sct out by the
Commission and the Ohio Supreme Court.'®

B. The Partial Stipulation Fails the Test for Approval of a
Settlement. .

1. The Settlement Was Not the Product of Serious
Bargaining by Capable, Knowledgeable Parties.

The PUCO Staff states, without the benefit of reading the initial Phase [ briefs,
that “[n]o one questions™ that the 2007 Stipulation is Lhe product of serious bargaining
among capable and knowledgeable parties."" The initial briefs by both the OCC and
OPAE argued that the 2007 Stipulation does not satisfy the first criterion for the
evaluation of partial stipulations.’”” Key testimony was presented by OCC Witness Hixon
regarding side agreements in the Post-MDP Service Case that resulted in option

agreements that provide OHA, OEG, and {EU meinbers with protections againsi the

‘1d. at 126.
™ Joisst Ex. 1 at 2.
" Staff Initial Phase ! Brief at 1 and 4.

12 OCC Initial Phase 11 Bnef at 21-24; OPAE Initia! Phase T Bref at 2-10.
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increases that are the subject of the 2007 Stipulation.” Serious bargaining did not take
place between Duke Energy Ohio and parties whose members are shielded from the brunt
of rate increases that are the subject of the 2007 Stipulation.

The first criterion for the evaluation of partial stipulations asks whether the parties
were capable and knowledgeable. The ahsence of briefs by many of the stipulating
parties echoes their general lack of involvement in the Posi-MDP Remand Cuse, This
lack of involvement is also evidenced by the parties’ lack of discovery activity, lack of
contributions to pleadings, absence at depositions, and lack of participation in hearings
{including the lack of sponsored witnesses).'"! The record does not contain opinions by
signatories to the 2007 Stipulation regarding a “Claritication” to that stipulation other
than the support by the Company and the Staff who executed the document.'” Even the
PUCOQ Staff, the sponsor of the Auditor’s Report and witnesses who supported that
document stated disinterest in the OCC’s discovery activitics. Staff’s counsel attended
the deposition of the DERS president Whitlock on January 9, 2007.'% Sraff, like other
parties, was offered copies of hundreds of documents that were used (in part) in the
attachments to OCC Witness Hixon’s testimony. Afler the deposiﬁon, Staff stated in

response 10 the motions in limine by Duke Energy Ohio and its affiliates that it “has no

3 0CC Remand Ex. 2{A) (Hixon}.

" The transcripts that are part of the record show the list of parties represented at depositions. OMG
Remand Ex. 4 (Whitlock) (OCC, DERS, Company, IEU, OEG, Kroger, OHA, Staff); OCC Remand Ex. 7
(George) (OCC, Kroger, Compuny}; OCC Remand Ex. 8 (Ziolkowski) (OCC, Company); OCC Remand
Ex. 9 {Ficke) (OCC, Company, Cinergy). Witness were sponsored by the OCC, Company, Staff {including
EVA and Larkin representatives), and OMG {by means of OCC deposition of Charles Whitlock, OMG Ex.
4).

'* The document was entered into the record as OCC Remand Rider Ex. 3.

* OMG Remand Ex. 4 { Whitlock).



0298<

such agreement [involving DERS}.™"

A party that _dcclines to accept and review copics
of documents that were imporiant to these cases -- especially in a remand that was
ordered by the highest court in Ohio in part due to the non-disclosure of such documents
-~ i5 not “knowledgeable,” regardless of the identity of that party.

“Capable, knowledgeable parties” should not be confused. as the Company does,
with past regulatory experience, ¥ The OCC became capable and knowledgeable in these
proceedings by means of its efforts to develop a perspective independent of that exhibited
by Duke Energy Ohio. Nou-Company signatories to the 2007 Stipulation have not
exerted such efforts. The circumstances of these cases, and of the parties to the 2007
Stipulation, demonstrate that the partial settlement was reached without serious

bargaining that involved capable, knowledgenble parties.

2. The Settlement Package Does Not Benefit the Public
Interest.

The settlenient package stated in the 2007 Stipulation does not provide a béncﬁt
to ratepayers or serve the public interest. Instead of adopting the 2007 Stipulation
without alteration, the Commission should adopt all of the Auditor’s recommendations
regarding the FPP and the SRT (the latter as supported by OCC testimony) and reject the
inclusion of a return on CWIP as part of the AAC in order to protect customers from
paying unreasonablc charges.

Staff minimizes the important impact on customers of paragraphs 2-4 and 6-9 in

the 2007 Stipulation, characterizing them as merely “process matters™ not invelving

" S1aff Memorandum in Response 1o Mations in Liméne at 2 (February 7, 2007).

** Company Iuitial Phase 1f Brief at 6.
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revenues.'” The OCC’s Initial Phase 1l Brief demonstrates the importance of many of
those paragraphs to the level of standard service offer charges, drawing support from
EVA’s recommendations that are rejected in paragraphs 1, 2, and 8 of the 2007
Stipulation.?® The present discussion focuses on statements contained the initial briefs
submitied by Duke Energy Ohio and the PUCO Staff that discuss specific provisions
within the 2007 Stipulanon.

Parggraphs 1 through 3 of the 2007 Stipulation relate to the purchase of coal,
emission allowances, and purchased power. The Company éceks to ciiminﬁtc inﬁjor
recommendations | and 2 in the Auditor’s Report (i.e. the recommendations “shall be

*21 in order to replace the discontinuation of the Compuny’s active coal

withdrawn
management with meetings to “discuss” Duke Energy’s coal procurement practices.”

The Company states that “there is no reason to delay discussions,”” but further

'® Staff Initial Phase |1 Brief at 7, citing Staff Remand Ex. | {but correctly identified as Staff Remand Rider
Ex. 3 at Q& A 3 (Czhaan}).

* OCC Initial Phase 1! Brief at 24-31. The OCC also points out that the Company ‘s agreement in
paragraph 9 to the audit recommendations “except as set forth in paragraphs one through eight” apparently
does not mean that Duke Energy will temove the restrictions that it places in its REPs for coal purchases.
Id at 30-31. The removal of such resinctions could provide savings for standard service offer customers.

* Joint Remand Rider Ex. 1 at 4-5. T¥§-2 (2007 Stipulation). As siated in the OCC’s Initial Phase 1 Bricf,
the stipulating parties have not explained how an independent, Commission ordered audit -- designated
“PUCQ Ordered Remand Rider Exhibit 1 and entered into the record {or these cases — can be
“withdrawn.” OCC [nitial Phase Il Brief at 24, footnote 86. EVA’s Seth Schwartz and Larkin’s Ralph
Smith, both Staff witnesses, defended the findings and conclusions contained in the Auditor’s Repost
without any withdrawal or retraction.

 The interrelatedness of the provisions is evidenced by the Company's statement that the 2007 Stipulation
provides a “bill credit. . . in an amount greater than that recommended by the FPP auditor during 2007."
Company Initial Phase I Brief at 7. The Company seeks to retain its cusrent coal procurement practices

that mav i FPP charges. Also. the credit for 2007 “resolves all issues associated with the settlement
of m*omcts for past. current, and future FPP periods.” Joint Remand Rider Ex. | at
4 7i. The credits would take place in 2007, but would cover 30 manths following the 12-month aodit
peoied,

™ Conypany [nitial Phase 11 Brief at 8.



