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Would you please state your name, position, and background?

My name is Richard C. Cahaan, and [ am employed by the Public Utilities
Commission of Ohio, 180 E. Broad Street, Columbus, Ohio 43215 as the
Chief Economist in the Capital Recovery and Financial Analysis Division
of the Utilities Department. I have been employed by the Staff of the
Commission since 1983 and have testified in numerous rate cases and other
proceedings before this Commission. A large proportion of my testimony
before this Commission has been regarding the cost of capital and the rate
of return to be granted to regulated utilities, although I have also presented
economic analysis regarding other issues, including the rate stabilization
plans of First Energy, CG&E, and AEP. I also have testified in

FirstEnergy’s original SSO proceeding, Case No. 08-935-EL-SSO.

I have received a B.A. degree from Hamilton College and an ML A. degree
in Economics from the University of Hawaii, and I have completed all
course work and passed the written and oral general and field examinations
at the Ph.D. level at Cornell University. I have been a faculty member,
either fulltime or part time, at the State University of New York --
Cortland, Eisenhower College, Ithaca College, Cornell University, the Ohio

State University, and the Graduate School of Business Administration of
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Capital University. Prior to joining the Staff, I taught economics at the

Ohio State University.

What is the purpose of your testimony in this proceeding?

The purpose of this testimony is to provide the Staff’s support of the
Stipulation and Recommendation being presented to the Commission and,
in particular, to explain why this particular ESP, that is, the Interim Provi-

sions of the Stipulated ESP, is more favorable in aggregate to an MRO.

Why does the Staff belicve that this ESP is more favorable than an MRQO?
The recommendations regarding this ESP are contained in the Stipulation
and Recommendation covering the proposed arrangements for the entire
period through 2011. On a procedural level, this ESP is being dealt with
separately from the remainder of the arrangements. However, on a sub-
stantive and logical basis, they cannot be separated. T have performed an
economic analysis which indicates that the remainder of the arrangements
proposed in the Stipulation and Recommendation provide a net benefit of
slightly less than one hundred million dollars, as compared to an MRO. (I
will be presenting this analysis when I file my testimony in case no. 08-
935-EL-SSO later this weck.) Without acceptance of the provisions being

considered in this proceeding, the remainder of the arrangements for the
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ESP will not occur, and the quantifiable benefits I mentioned (plus other
non-quantifiable benefits) will be foregone. When one considers the time
frame for organizing an MRO which would begin in April, together with
consideration of foregoing benefits of an ESP and even the possibility of
having an ESP, then I think that it is almost a iogically necessary conclu-

sion that these interim provisions are more favorable in the aggregate to an

MRO.

Does this conclude your testimony?

Yes, it does.
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