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INTRODUCTION

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.
My name is James F. Wilson. I am an economist and principal of Wilson Energy
Economics, My business address is 4800 Hampden Lane Suite 200, Bethesda,

MD 20814.

PLEASE DESCRIBE YOUR EXPERIENCE AND QUALIFICATIONS.

1 have thirty years of consulting experience to the electric power and natural gas
industries. Many of my past assignhments have focused on the economic and
policy issues arising from the introduction of competition into these industries,
including restructuring policies, market design, and market power. Other
engagements have included contract litigation and damages; pipeline rate cases;
forecasting and market assessment; evaluating allegations of market
manipulation; probabilistic modeling of utility planning problems; and a wide
range of other issues arising in these industries. 1 also spent five years in Russia
in the early 1990s advising on the reform, restructuring, and development of the
Russian electricity and natural gas industries for the World Bank and other
clients. Ihave submitted affidavits and presented testimony in proceedings of the
Federal Energy Regulatory Commission, state regulatory agencies, and a U.S.

district court,



10

11

12

13

14

15

16

17

18

19

20

21

22

03,

A3.

04.
A4,

PUBLIC VERSION
Direct Testimony of James F., Wilson
On Behalf of the Office of the Ohio Consumers’ Counsel
PUCQ Case Nos. 13-2385-EL-550, et al.

I have been involved in electricity restructuring and wholesale market design for
over twenty years in PIM, New England, Ontario, California, Russia, and other
regions. With regard to the PJM system, { have been involved in a broad range of
market design, planning and capacity market issues over the past several years. |
hold a B.A. in Mathematics from Oberlin College and an M.S. in Engineering-

Economic Systems from Stanford University. My curriculum vitae, summarizing

my experience and listing past testimony, is Attachment JFW-1 attached hereto.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PUBLIC UTILITIES
COMMISSION OF OHIO ("PUCO”)?

Yes. 1testified in Case No. 12-426-EL-SSO (the Application of The Dayton
Power and Light Company for approval of a Market Rate Offer); Case No. 12-
1230-EL-SSO (the application of The Ohio Edison Company, The Cleveland
Electric Illuminating Company, and The Toledo Edison Company for approval of
an Electric Security Plag); and Case No. 09-906-EL-SSO (the application of the

FirstEnergy Companies for approval of a Market Rate Offer).

WHAT IS THE PURPOSE AND SCOPE OF YOUR TESTIMONY?

In this proceeding AEP Ohio seeks approval of a new electric security plan
(*'ESP") for the period June 1, 2015 through May 31, 2018 {the “ESP Period™).
My assignment was {o review AEP Ohio’s application, supporting testimony,

workpapers and discovery in this proceeding, focusing on the proposed Power

2
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Purchase Agreement Rider (“PPA Rider™). Under that rider, AEP Ohio would
collect from customers the costs (net of market revenues) associated with its
contractual arrangement (*ICPA™)' with the Ohio Valley Electric Corporation
{(“OVEC"). Iwas asked to review AEP Ohio’s estimate of the cost to customers
under the proposed PPA Rider; to evaluate its potential impact on customer price
stability; to evaluate the PPA Rider as a regulatory mechanism for collection of

these costs; and to make recommendations with respect to the proposed PPA

Rider and the treatment of OVEC costs.

SUMMARY AND RECOMMENDATIONS

PLEASE DESCRIBE THE OVEC ASSETS.

OVEC (together with a wholly-owned subsidiary) owns a transmission system
and two coal-fired power plants: the 1,086 MW Kyger Creek Plant at Cheshire,
Ohio, and the 1,204 MW Clifty Creek Plant located near Madison, Indiana.’ Both

plants began operation in 19535,

' Amended and Restated Inter-Company Power Agreenient (“ICPA™), OCC INT-1-10 attachment 3 pp. 36-
89, available at hitp:/elibrary.ferc goviidmws/common/opennat.asp?file]D=12594881.

* OVEC Annual Report - 2012 p. 1, available at hutp://www.ovec.com/Annual Report-2012-sigaed pdf,


http://www.ovec.coiTi/AnnualReport-20i2-sigfled.fKlf
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Q6. PLEASE DESCRIBE AEP OHIO’S RELATIONSHIP WITH OVEC.

A6,  Under the ICPA, AEP Qhio, as a “Sponsoring Company,” is entitled to a share
(19.93%) of the capacity and energy provided by the OVEC plants, and is also
allocated this same portion of OYEC fixed and variable costs. In Case No. 12-
1126-EL-UNC, AEP Ghio requested and received the PUCO’s approval to
transfer its existing generating units and contractual entitlements {o its affiliate,
AEP Generating Resources, Inc. However, AEP Ohio was unable to obtain the

consent necessary from the other OVEC sponsoring companies to transfer the

OVEC entitlement to its affiliate.

Other companies in the AEP family are also parties (o the ICPA and Sponsoring
Companies; AEP's total share of OVEC output is 43.47 percent.® In addition,

AEP companies own 43.47 percent of OVEC"'s stock.*

*ICPA Article 1. In addition to AEP Ohio and its affiliates Appalachian Power Company and Indiana
Michigan Power Company, the Sponsoring Companies under the ICPA are: Allegheny Energy Supply
Company LLC, Buckeye Power Generating, The Dayton Power and Light Company, Duke Energy Ohio,
Inc., FirstEnergy Genermtion, LLC, Kenucky Utilities Company, Louisvilie Gas and Electric Company,
Monongaheta Power Company, Peninsula Generation Cooperative, and Southern Indiana Gas and Electric
Company. OVEC 2012 Annual Repor, p. L.

*OCC INT-1-10 attachment 3 (FERC filing of Amended and Restated Inter-Company Power Agreement),
p. 10of 115, footnote 3, available at http://ehibrary.ferc. gov/idmws/common/opennat. asp?filelD=] 259488 (.


http://eIibrary.ferc.gov/idmw$/comnK)n%5eopennst.asp'?fiIelD=:l2594881
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PLEASE EXPLAIN HOW AEP OHIO.PROPOSES TO TREAT THE OVEC
ENTITLEMENT UNDER THE PROPOSED ELECTRIC SECURITY PLAN.
AEP Ohio does not propose to use the OVEC output to serve the loads of non-
shopping customers who remain under the Standard Service Offer (“SS07),
Instead, AEP Ohio plans to offer its share of the OVEC capacity and energy into

the PIM markets, consistent with the corporate separation plan approved in Case

No. 12-1126-EL-UNC.

Under the proposed PPA Rider, AEP Ohio would collect from customers, on a
non-bypassable basis, its portion of the OVEC costs net of the energy and
capacity market revenues earned from selling its share of the OVEC output in the
PJM markets. Thus, the PPA Rider could increase or decrease customer bills,
depending upon whether the OVEC costs turn out to be greater or less than the

associated market revenues.

WHAT DOES AEP OHIO STATE AS THE REASON FOR TREATING THE
OVEC ENTITLEMENT IN THIS MANNER?
AEP Ohio witness Pablo A, Vegas states, “The Company is seeking to stabilize

customer rates by providing a hedge against market volatility.”® AEP Ohio

¥ Direct Testimony of Pabio A. Vegas in Support of AEP Ohio's Electric Security Plan, p, 13.
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witness William A. Allen states that “the primary function of the PPA rider is to

provide added price stability for customers through this ESP period.™

Q9. PLEASE SUMMARIZE YOUR CONCLUSIONS REGARDING THE
POTENTIAL NET COST TO CUSTOMERS FROM THE PROPOSED
POWER PURCHASE AGREEMENT RIDER.

A% AEP Ohio provided an estimate of the monthly net cost to customers under the
proposed PPA Rider through the ESP Period.” Under AEP Ohio’s estimate, the
cumulative net cost over the ESP Period would be [N o« 2bou: I

B o< month. AEP Ohic’s estimate amounts to || of OVEC

output during the ESP Period. That is, OVEC's cost would ||| NG

I o ovcrage, and AEP Ohio’s share of this

13

14

15

16

17

18

13

net cost would be collected from customers through the PPA Rider.

I reviewed AEP Ohio’s estimate and identified three assumptions that are

outdated or insufficiently supported. 1revised these values to produce an estimate

that [ believe is likely to be much closer to the future outcome if the proposed

PPA Rider is authorized by the PUCO. Specifically, I updated the projected

Energy Market Prices based on recent futures prices; revised the projected

8 Direct Testimony of William A. Allen in Support of AEP Ohio’s Electric Security Plan, p. 11
" 1EU INT-2-001, Competitively-Sensitive Confidential Attachments 1, 2, and 3.



10

11

12

13

14

15

i6

17

LR

19

20

21

Q10.

Al

PUBLIC VERSION
Direct Testimony of James F. Wilson
On Behalf of the Office of the Ohio Consumers’ Counsel
PUCO Case Nos. 13-2385-EL-550, et al.
Demand Charges to use the actual forecasts provided by OVEC; and revised the
projected QVEC plant generation to be more consistent with recent results.
Based on these adjustments I estimate the cost to customers under the PPA Rider
to be $117 million over the ESP Period, || GG

B Under these assumptions, the cost of the OVEC output exceeds its

market value by 3$19.22 per MWh on average over the ESP Period.

PLEASE SUMMARIZE YOUR CONCLUSIONS REGARDING THE
POTENTIAL IMPACT OF THE PPA RIDER ON THE STABILITY OF
CUSTOMER RATES.

Customers under the proposed Standard Service Offer will be served under one-
and two-year full requirements contracts established through pericdic auctions,

and, therefore, would not be exposed to substantial market price volatility.

The proposed PPA Rider would be updated on an annual basis, so the net cost
incurred in one year would appear in customers’ bills the next year. Due to the
one-year lag, the PPA Rider could potentially move contrary to, or in the same
direction as, market prices. In any case, the OVEC entitlement corresponds to
about five percent of AEP Chio’s customer load, and generation is about half the
customers’ bill, so to the extent the PPA Rider affects the trajectory of the rates

customers pay, it would be a very modest impact.
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Customers choosing competitive retail electric service would select among the
available offerings according to their preferences, and presumably would choose

offerings that hedge prices and provide greater stability to the extent that is

desired.

I conclude that the potential for the proposed PPA Rider to contribute to price
stability is directionally doubtful (due to the one-year lag), and insignificant in

magnitude.

PLEASE SUMMARIZE YOUR CONCLUSIONS REGARDING THE PPA
RIDER AS A REGULATORY MECHANISM.

The proposed PPA Rider is an example of a “cost tracker” — a regulatory
mechanism through which the actual costs of 2 function performed or undertaken
by a utility are periodically passed through to customers, outside of a rate case.
State regulatory commissions typically approve cost trackers under extraordinary
circemstances, for costs that are largely outside the control of the utility and
unpredictable and volatile, such as fuel costs. However, AEP Ohio proposes to
recover all OVEC costs, including fixed costs and variable operations and
maintenance costs, net of market revenues, through the PPA Rider. This is not an
appropriate regulatory mechanism for such costs, which are neither outside utility

contrel, nor especially unpredictable.
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PLEASE SUMMARIZE YOUR RECOMMENDATIONS REGARDING THE
PROPOSED PPA RIDER AND THE TREATMENT OF OVEC COSTS.
I recommend that the PPA Rider be rejected. The PPA Rider would impose the
net cost and risk associated with AEP Ohio’s contractual relationship with OVEC
onto customers. This net cost could be considerable; by my estimate, $117
million, In addition, to the extent this cost is passed through to customers, the
incentive to manage the costs is eliminated. And any incremental price stability

the arrangement might provide, which I consider very doubtful, would be

insignificant compared to the expected net cost, and risk of even higher cost.

If, instead, the PUCO chooses to approve the PPA Rider in some form, then 1
recommend that it be modified to reduce the cost and risk to customers and
restore some incentive to control costs. This could be accomplished by setting a
benchmark for the PPA Rider net cost and using a sharing mechanism for net
costs or benefits relative to the benchmark, rather than collecting 100% of the net
cost from customers. [ describe how such an incentive mechanism could be

designed in rhe last section of my testimony.

HOW IS THE REMAINDER OF YOUR TESTIMONY ORGANIZED?
The next section of my testimony develops an estimate of the net cost to
customers under the proposed PPA Rider, revising AEP Ohio’s estimate. In

Section 1V, T evaluate the AEP witnesses' claim that the proposed PPA Rider

9
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would contribute to customer price stability. Section V discusses the proposed
PPA Rider as an example of a cost tracker, and evaluates whether this is an

appropriate regulatory mechanism for the OVEC costs. The final section of my

testimony presents my recommendations for treatment of the OVEC costs,

ESTIMATED COST TO CUSTOMERS OF THE PROPOSED PPA RIDER

HAS AEP OHIO PREPARED AN ESTIMATE OF THE DOLLAR AMOUNTS
THAT WOULD BE COLLECTED FROM CUSTOMERS UNDER THE
PROPOSED PPA RIDER?

Yes. AEP Ohio provided an estimate of the monthly amounts under the proposed
PPA Rider for the ESP Period in its response to IEU INT-2-001, Competitively-

Sensitive Confidential Attachments 1, 2, and 3.

PLEASE DESCRIBE HOW AEP OHIO ESTIMATED THE PPA RIDER
AMOUNTS.

IEU INT-2-001 Competitively-Sensitive Confidential Attachment 1 (“PPA Rider
Estimate™) shows estimated QOVEC cost, revenue, and net cost on a monthly basis,
reflecting amounts allocated to AEP Chio. Specifically, the PPA Rider Estimate
includes the following on a monthiy basts:

i. The OVEC MW capacity, and a forecast of capacity prices
and revenues based on PIM’s Reliability Pricing Model
{"RPM™) capacity construct,

10
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ii. The forecast OVEC Demand Charges;
i, The forecast OVEC energy output;
iv, The forecast average Energy Market Prices earned for the
output;
v. The forecast OVEC Costs of generation, including fuel and

non-fuel costs;
i, The resulting energy gross margin,

vii, The total PPA Rider, reflecting all revenues minus all costs.

WHAT IS THE COST TO CUSTOMERS FROM THE PPA RIDER UNDER

AEP OHIO’S ESTIMATE?

The estimated |

B Cumulatively, AEP Ohio estimates that the PPA Rider will cost

customers just over [l during the 36 months of the ESP Period.

HAVE YOU REVIEWED THE ASSUMPTIONS AND CALCULATIONS AEP-
OHIO USED IN THE PPA RIDER ESTIMATE?

Yes. I reviewed the assumptions and calculations underlying AEP Ohio’s estimate
based on the PPA Rider Estimate and additional information provided in response

to data requests.
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BASED ON YOUR REVIEW, WHAT DO YOU CONCLUDE ABOUT AEP
OHIO’S PPA RIDER ESTIMATE?
Most of the assumptions appear to be accurate and reliable. A few assumpticns,
such as the capacity price forecast, could be updated but would have only a small
impact on the results. However, three important assumptions appear to be overly
optimistic and lead to substantially understating the likely cost of the PPA Rider
to customers. Specifically, the following three assumptions have large impacts on

the estimated cost, and do not appear to be sufficiently supported:

i. $10 million in annual demand charge savings based on
“lean improvements/process optimization;”

ii. The Energy Market Price assumptions; and

il The OVEC Energy (generation) assumptions.

HAVE YOU PREPARED A PPA RIDER ESTIMATE BASED ON
ALTERNATE VALUES FOR THESE ASSUMPTIONS?

Yes | have,

FIRST PLEASE DESCRIBE THE OVEC DEMAND CHARGES AND THE
REDUCTION FOR “LEAN IMPROVEMENTS/PROCESS OPTIMIZATION™.
OVEC’s demand charges collect the fixed costs associated with OVEC’s

generation and transmission assets and operations. OVEC provided AEP Ohio

12
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with projections of future demand charges based on such costs.® However, AEP
Ohio did not vse these projections in its PPA Rider Estimate; instead, AEP Chio

reduced the OVEC demand charges by approximately $10 million per year based

on assumed “lean improvements/ process optimization.”

HOW DID AEP OHIO SUPPORT THE ASSUMED REDUCTION FOR LEAN
IMPROVEMENTS/PROCESS OPTIMIZATION?

AEP Ohio did not support this reduction. In response to a data request and
request for production of documents, AEP Ohio was unable to produce any
docurments describing the lean improvements or process optimization.” Further,
AEP Ohio stated that neither it nor OVEC was committed to making these cost
reductions. Nor would AEP Ohio commit to reducing the PPA Rider by these

cost savings even if the savings were not accomplished.

I also note, as discussed in more detail [ater in this testimony, that to the extent
any such cost savings would be passed through the PPA Rider as AEP Ohio
proposes, neither AEP Ohio nor OVEC would realize any benefit from the
savings, and, therefore, neither AEP Ohio nor OVEC would have any incentive to

achieve the savings.

# OCC INT-11-272 part a, autached hereto, with other non-confidential data responses, in Artachment JFW-

2.

¢ OCC INT-11-272, OCC RPD-11048 (A, JFW-2).

i3
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WHAT VALUES DID YOU USE FOR THE OVEC DEMAND CHARGES IN
YOUR ESTIMATE OF THE COST TO CUSTOMERS OF THE PPA RIDER?
I used the demand charges that were provided by OVEC, eliminating the

reduction for “lean improvements/process optimization.”

PLEASE EXPLAIN THE SECOND ASSUMPTION YOU MENTIONED,
WHICH HAS TO DO WITH ENERGY MARKET PRICES.

The PPA Rider Estimate is based on monthly Energy Market Prices, which are
weighted averages based on hourly prices and a forecast of hourly OVEC

HIH

generation.” AEP Ohio states that the hourly prices are based on forward prices

retrieved from “several different exchanges™ in August 2013, and converted to

hourly prices using “proprietary algorithms.”"'

AEP Ohio states that these prices
are intended to represent the “ADHUB” (AEP-Dayton Hub) delivery location. "
The hourly prices were provided in a data request.”® AEP Ohio states (in
responses dated April 2, 2014) that these values still represent AEP Ohic's

expectations of forward energy competitive prices.'* AEP Ohio further states (in

® QCE INT-11-275 part d (Att. IFW-2),

" OCC INT-5-090 parts a, ¢ (Att. JFW.-2).

2 OCC INT-5-090 part b (Att. JFW-2),

¥ OEG INT-2-006 Comgpetitively-Sensitive Confidential Attachment 1.
" Direct Energy Services LLC INT-1-003.c (Att. JFW-2).
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responses dated April 21, 2014) that it has not updated its forecasts of OVEC

generation, costs, or revenues."”

Q24. DOES THE OUTPUT OF THE OVEC PLANTS EARN THE AD HUB
PRICE?

A24. No; OVEC is a separate pricing point in PJM, and the locational marginal prices
(“LMPs”) at the OVEC point are generally different from prices at other points,
due to differences in losses and congestion, In response to a data request, AEP
Ohio provided average monthly LMPs for the OVEC point and also for the AEP
Gen Hub.'® I accessed the underiying data directly from PIM for these points and
also for the AEP-Dayton Hub aggregate point, which is the basis for AD Hub
forward prices. Based on this data | was able to confirm the information provided
in the data response and also compare LMPs at the OVEC point 1o the AD Hub

values.

" OEG INT-8-006, OEG INT-8-007, OEG INT-8-008 (Att. JFW-2).
'$ OCC INT-5-107 Supplement Atiachment | (Att. JFW-2),

15
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025. HOW DO LMPS AT THE OVEC POINT COMPARE TO THE AD HUB

A25.

LMPS?

Over the past three years, LMPs at the OVEC poiat have averaged about

$1.50/MWh lower than the AD Hub LMPs, The differential varies by month and

across peak and off-peak hours, as summarized in Table 1.

Table 1: Average LMP Differences, OVEC and AD Hub, 2011-2013

Peak Hours Off-Peak Hours

ADHub | OVEC | Difference | ADHub | OQVEC | Difference
January 37.00 35.34 1.67 32.53 31.19 1.34
February 34.92 33,19 1.73 30.92 29.63 1.29
March 3721 35.70 1.51 31.00 26.81 1.19
April 37.85 36.50 1.35 30.95 30.00 0.95
May 41.32 39.49 1.83 31.14 29.86 1.29
June 43.04 40.22 2.82 29.23 27.59 1.64
July 54.23 50.37 386 34.89 32.75 2.14
August 39.11 36.96 2.15 29.42 28.05 1.37
September 36.84 47 213 29.15 27.76 1.39
October 37.22 35.69 .53 3142 30.22 1.20
November 37.56 35.99 1.57 31.96 30.76 1.20
December 35.89 34.22 1.67 30.74 29.54 1.20

Source; Hourly LMP data accessed using PFM DataMiner tool.

16
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26, HOW DO RECENT AD HUB ENERGY PRICES COMPARE TO THE

ENERGY MARKET PRICES USED IN THE PPA RIDER ESTIMATE?
A26, The Energy Market Prices in the PPA Rider Estimate arc || ENENEGGEGNG_G

N curicnt AD Hub forward prices. [ retrieved the

AD Hub forward prices for peak and off-peak hours during the ESP Pericd from

CME Group'’ three times: on April 9, April 23, and May 6. [used the May 6

values because they resulted in greater total value for the OVEC output over the

ESP Peried.

The average monthly prices used by AEP Ohio in the PPA Rider Estimate, and
average monthly prices recalculated based on the recent AD Hub futures prices,
are summarized in Exhibit No. JFW-1, The price patterns shown in Exhibit No,
JFW-1 reflect weighted average monthly values based on AEP Ohio’s forecast of

OVEC hourly generation quantities.

The monthly average prices based on recent AD Hub prices are generally -

1 CME Group is the world's leading and most diverse derivatives marketplace, The AD Hub futures prices
accessed were PIM AEP Dayton Hub Day-Ahead Calendar-Month § MW Futures, Peak and Off-Peak
(contracts D7 and R7), available at http:/fwww.cmegrour com/teading /enerpyfelectricity/pin-aep-davion
hub-off-peak-calendar-month-day -shead-lmp-swap futures_contract_specifications.humi and
hitpfiwww.cmesroup. comftrading/energy/electricity/pim-aep-davion-hub-reak-calendar-month-day-
ahead-lmp-swap-futures contract specifications. himl

17


http://www.cmegrou%5d:-CQn%5e/iradint/enet%5e'v/electrici%5bvypjm-aep-davion
http://www.cmegrQup.coffl/tradin�/energy/electrici%5bv/pim-aef-davton-hub-peak-calendar-monih%5e

10

1

12

13

i3

15

16

17

18

i3

20

Q27.

A27.

028.

A28,

PUBLIC VERSION
Direct Testimony of James F. Wilson
On Behalf of the Office of the Ohio Consumers’ Counsel
PUCO Case Nos. 13-2385-EL-550, et al.
The AD Hub prices for the months of January and February over the coming
years reflect a much larger differential to the prices in adjacent months than they
have in the past, likely reflecting the events of the last winter, when cold weather

and natural gas pipeline constraints contributed to very high energy prices on

some winter days.

WHAT ENERGY MARKET PRICES DID YOU USE TO ESTIMATE THE
COST TO CUSTOMERS UNDER THE PPA RIDER?

T used the May & AD Hub prices, adjusted based on the typical LMP differentials
to the OVEC point shown in Table 1 above. These are prices at which the OVEC
output could be sold forward at the present time, and they are a reasonable

estimate of the future prices OVEC could achieve for its output.

CAN THE OVEC PLANTS EARN REVENUES IN ADDITIONAL PIM
MARKETS, OTHER THAN THE CAPACITY AND ENERGY MARKETS?
Some plants can sell various ancillary services, such as operating reserves and
regulation. However, older coal plants generally do not have the flexible
operating characteristics required to offer such services. The OVEC plants earned
no ancillary services revenues in 2012 or 2013,”® and no estimate of such

revenues was included in the PPA Rider Estimate.

‘*IEU INT-2-014, [EU INT-2-015 (AtL. JFW-2),
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029, YOU HAVE UPDATED THE ENERGY MARKET PRICE ASSUMPTION

A29,

BASED ON RECENT FORWARD PRICES FOR AD HUB; WHAT OTHER
PRICES GO INTO THE PPA RIDER ESTIMATE, AND DID YOU UPDATE
THEM?

The other prices that enter into the estimate are 1) capacity prices and 2) coal
prices, which determine the OVEC generation costs. I did not update these other
prices as they are reasonably accurate and any update would make only a small

difference.

Capacity prices have already been established for the first two years of the ESP
Period, so the values in the PPA Rider Estimate are correct. The value for the
third year (2017/18) will be established in an RPM auction to be held in May,
2014 with the results announced May 23. AEP Ohio’s estimate for this price —
P
For example, UBS expects $80/MW-day for the applicable region. ¥ Updating
the assumed capacity price for 201718 | N ENNGTGTGTNINENEEE
.

however [ have not included this adjustment in my estimate. ! understand that 1

I

UBS Global Research, US Electric Utilities & IPPs: Flattening our PIM Capacity Price Forecast, April

27, 2014 (staring expectations of $80/MW-day for the RTO region), and Re-Thinking rhe Capacity
Downyide Case in PIM, April 28, 2014 (stating the same expectations).
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may be asked to update my estimate of the cost to customers of the proposed PPA

Rider based on the acteal capacity price for 2017/18 when it becomes available.

I have also not updated the coal prices used in the PPA Rider Estimate. The
market assumptions used in the PPA Rider Estimate were established in August,
2013, Coal prices are much more stable than electric energy or natural gas
prices, and have not changed much since last August. [reviewed the coal cost
assumptions and recent coal forward prices, and conciuded there was no need to

update the coal cost assumptions.

B Fuivccs contracts have been defined for a few different standard
coals, but there is no futures contract for Wlinois Basin coal. However, coal
prices, including Iilinois Basin spot coal prices, have been quite stable in recent

years and months,* so any update to the assumptions set in August 2613 would

likely result in only a very small change. [ EENRGEGTENNNEENE

* OCC-INT-5-90 (Att. JFW-2).
' OCC-RPD-5-035, Cornpetitively- Sensitive Confidential Attachments | and 2, Anicle V.

* See, for instance, U.S. Energy Informatian Adminisiration, Coa! News und Markets Archive, available af

www el Y ews mark rohive/


http://www.gia.gov/i;oal/news
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—23 and prices for Appalachian coals have also been stable

recently. Consequently, the coal prices estimates used in the PPA Rider Estimate

likely would not change much if revisited at this time.

PLEASE EXPLAIN THE THIRD ASSUMPTION YOU MENTIONED: THE
OVEC GENERATION FORECAST.

The PPA Rider Estimate uses a forecast of hourly OVEC generation over the ESP
Period, which determines the energy market earnings (price times quantity). The

forecast of hourly OVEC generation was provided in response to a data reque‘:st.z‘l

The forccas: I
_ Specificaily, while the OVEC plants’ output allocated to

AEP-Ohio (based on its 19.93% share of OVEC output®) was 1,952,385 MWh

and 1,985,352 MWh in 2012 and 2013, respectively,” AEP Ohio forecasts

* OCC-RPD-5-035, Competitively-Sensitive Confidential Attachment 3, Article V.

* OCC INT-11-275 Competitively Sensitive Confidential attachmenl in response to part f.
* IEU INT-2-003 (Act. JFW-2),
¥ JEU INT-2-020, 1EU INT-2-021 (Att. JFW-2),
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How DOES AEP OH10 EXPLAIN THE I ovEc GENERATION
FORECAST?
With respect to the summer months, AEP Ohio states that the [JJJJj generation

forecast reflects higher expected energy market prices, while costs increase to a

73
much lesser extent.”’

DO YOU ACCEPT THIS EXPLANATION?

No. As explained above, AEP Ohio’s assumed Energy Market Prices, which are a

key determinant of the generation quantities, ||| | NGTTNREEEEEE
I A EP Ohio’s models would likely forecast || EGzNG
B ¢ updated with the latest AD Hub prices.

Exhibit JFW-2 shows the monthly Energy Market Price, OVEC Cost {per MWh),

and generation, from the PPA Rider Estimate. It shows that even using AEP’s

estimated Energy Market Price< S

7 OCC INT-6-114 (Att. JFW-2).
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WHAT VALUES DID YOU USE FOR THE OVEC GENERATION?

To adjust the assumed OVEC generation to be more consistent with historical
values, 1 reduced the forecast OVEC generation in 2016 to 2018 by 20% in peak
hours and 40% in off-peak hours. Imade no adjustment to the forecast 2015
values, N 1o
OVEC generation in the PPA Rider Estimate, and the reduced values [ used, are

illustrated in Exhibit No. JFW-3.

This adjustment still results in annual OVEC generation in excess of the recent

historical values, as shown in Table 2.

Note also that changing the OVEC generation also changes the weighted-average
monthly prices based on the updated AD Hub values; because 1 have reduced off-
peak generation more than on-peak generation, the monthly weighted average
prices are somewhat higher. This price pattern was also shown in Exhibit No.

JFW-1.
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Table 2: OVEC Historical and Forecast Generation
(MWh; showing values allocated to AEP Ohio)

OVEC Actual AEP Ohio's OVEC Forecast, 2016-2018
Generation Forecast of OVEC values reduced 20% in peak
Generation hours, 40% in off-peak hours
2012 1,952,385
2013 1,985,352
2014 n.a. n.a.
2015 (7 mo.)
2016
2017
2018

Sources; [EU INT-2-020, [EU INT-2-021, OCC INT-11-275 Competitively Sensitive
Contfidential attachment in response to part f.

@34, WHY DID YOU REDUCE THE OVEC GENERATION IN THIS MANNER?

A34. This reduction results in forecast generation in 2016 of about [ Mwh

allocated to AEP Ohio (higher than in either 2012 or 2013), and even higher

values in 2017 and 2018, as shown in Table 2. 1 reduced off-peak hours more

than peak hours because generation in off-peak hours is at more risk due to lower

energy prices. Because energy earings are lower in off-peak hours, reducing off-

peak generation has less impact on revenues and the PPA Rider estimate than

reducing peak period generation. Reducing peak houors by 20% and off-peak

hours by 40% results in use factors in both peak and off-peak hours during 2016,

2017 and 2018 that are [JJiber the PPA Rider Estimate forecasts ||

24



10

11

12

13

14

15

16

Q35.

A3s.

PUBLIC VERSION
Direct Testimony of James F. Wilson
On Behalf of the Office of the Ohio Consumers’ Counsel
PUCO Case Nos. 13-2385-EL-S80, et al.
PLEASE PRESENT YOUR ESTIMATE OF THE COST TO CUSTOMERS
FROM THE PPA RIDER BASED ON THE ALTERNATIVE ASSUMPTIONS
YOU HAVE DESCRIBED.

The results are presented in Table 3. My updated estimate of the cost to

customers of the PPA Rider over the ESP Period is just under $117 million,

Eliminating the lean improvements/process optimization increased the estimated
cost to customers of the PPA Rider by $30 million. Updating the Energy Market
Prices based on recent AD Hub prices increased the estimate by approximately
B Tt third updated assumption, lower OVEC generation, increased
the estimate by another [l The three adjustments taken together
increased the estimated cost to customers from JENJJJJJIN to close 10 $117

million.

Table 3: Estimated Cost to Customers from the PPA Rider I

Total
PPA Rider: Annual Resulis [} | ESP | 2015% | 2016 | 2017
AEP Ohio's Estimate (EU INT-2-000 | 1IN | 1| B |
Updated estimate (demand charge, AD 1167 | 202| 390 410| 165
Hub prices, generation quantities)
Impact of updated demand charge - " |
impact of updated AD Hub prices - ----—-
Impact of updated generation quantities - '1 -

* The ESP Period includes the last 7 months of 20135 and first 5 months of 2018.
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BASED ON THIS ANALYSIS, WHAT DO YOU CONSIDERTO BE A
REASONABLE ESTIMATE OF THE COST TO AEP OHIO’S CUSTOMERS
FROM THE PROPOSED PPA RIDER?
1 consider a reasonable estimate of cost of the PPA Rider to customers to be
approximately $117 million over the ESP Period, as shown in Table 3. This
estimate uses the OVEC demand charge forecast, removing the lean
improvements/process optimization measures, for which there are no plans or
commitments; uses recent AD Hub prices adjusted to the OVEC LMP point; and

reduces the OVEC generation to values that are more consistent with (but still in

excess of) recent annual results.

Under these assumptions, the OVEC energy over the ESP Period costs on average
iIMWh, of which"MWh represents the market value of the energy
and capacity, and the remaining ‘ MWh would be collected from customers

through the proposed PPA Rider.

accoroing o Your EsTiMATE, [N

THE OVEC ENTITLEMENT RESULTS IN A NET COST TO CUSTOMERS.
DOES THIS SUGGEST THAT THE OVEC PLANTS MAY NO LONGER BE
ECONOMIC TO OPERATE?

Yes. While this analysis extends only to May of 2018, it does call into question

whether the OVEC plants are economic, and suggests that perhaps the plants (or
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some units) should instead be retired or repowered. Of the two plants, Clifty

Creek has a [ EEERGEGEGEGEN" o oscs IERGGG—-o- .
resulting in a generation cost over | in 2016, according to AEP Ohio's
forecasts. |GGG

038, YOU HAVE PRESENTED AN ALTERNATIVE FORECAST OF THE
IMPACT OF THE PPA RIDER. ISN’T THERE A FAIR AMOUNT OF
UNCERTAINTY ABOUT THE ASSUMPTIONS UNDERLYING THESE
CALCULATIONS?

A38. Yes there is. These PPA Rider forecasts are based on multiple uncertain elements
that could substantially change the outcomes for customers. The cost to
customers of the PPA Rider could be much less than, or much more than, either
the AEP Ohio estimate or my updated estimate. However, I consider my estimate
to be conservative, and more likely to understate than overstate the cost to

customers under the PPA Rider,

* [EU-INT-2-030 Confidential Attachment {.
¥ 1EU-INT-2-027 Competitively-Sensitive Confidential Attachment f.
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PLEASE IDENTIFY THE ASSUMPTIONS THAT ARE LIKELY TO HAVE
THE LARGEST IMPACT ON PPA RIDER OUTCOMES.
Assumptions with the most significant uncertainty include:
i Energy prices, which are related to natural gas prices,
demand, weather, and many other factors.

ii. The amount of other generation competing with the OVEC
plants, including existing coal generation (some plants are
retiring), new gas-fired capacity, and new wind capacity,
arnong others.

iii. OVEC plant performance and availability, and other
uncertainties related to the operation of the OVEC plants,
including the decisions of other OVEC sponsors to take or
not take output,

iv. New environmental or safety regulations pertaining to
emissions or coal mining,.

v, OVEC fixed costs.

vi. Other uncertainties affecting the estimate include future
capacity prices, which have been quite variable (however,
capacity prices have already been established for all but the
last year of the ESP), and coal prices, which have been

relatively stable.
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POTENTIAL IMPACT OF THE PROPOSED PPA RIDER ON THE

STABILITY OF CUSTOMERS’ RATES

YOU NOTED EARLIER THAT AEP ORIO’S WITNESSES ALLEN AND
VEGAS SUGGEST THAT THE PPA RIDER WILL STABRILIZE CUSTOMER
RATES AND PROVIDE A HEDGE AGAINST MARKET VOLATILITY. DID
AEP OHIO PROVIDE ANY EXAMPLES OR ESTIMATES OF THE
POTENTIAL IMPACT OF THE PPA RIDER ON THE STABILITY OF
CUSTOMERS’ RATES?

No.

WOULD THE PPA RIDER TEND TO STABILIZE STANDARD SERVICE
OFFER CUSTOMERS’ RATES?

No, it would not have this effect. Under the ESP, SS0O customers will be served
by one- and two-year full requirements contracts resulting from competitive
auctions. As a resulit of this process, the rates SSO customers will pay will be
established through blending the results of multiple auctions held months or years
in advance of delivery. The rate resulting from each auction will tend to reflect
forward prices at the time of the auction plus a markup. Forward prices for
delivery periods several months or a few years out tend to be fairly stable.

Consequently, the rates paid by SSO customers wil} tend to be fairly stable over
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time. This has been seen in the auctions held over the past several years to serve

other Ohio utilities” SSO customers.

By contrast, the QVEC net cost will reflect potentially relatively volatile PIM
market revenues, netted from relatively stable OVEC plant costs. AEP Ohio
states that the QVEC output would generatly be offered into the PIM day-ahead

market.™

Unlike forward prices for delivery periods months or years in advance,
day-ahead market prices can reflect extreme weather, unexpected plant outages,
and various other unanticipated circumstances, as has occurred over the past year,
The PPA Rider amounts will potentially reflect this volatility, although they will
be cumulated over an anpual period, and they will also be “upside down” because
the revenues will be netted from OVEC costs. Consequently, the PPA Rider

would add a relatively volatile component to the SS0O customers’ rates that

otherwise do not include any such volatile components.

In addition, the PPA Rider amounts will be lagged one year, because the PPA
Rider will be calculated annually. As a result, the PPA Rider amounts to be
collected from customers in one year will tend to be positive [negative] when
PIM market prices were low [high] in the prior year, which would generally

occur due to the peculiar weather and other conditions of that year. Thus, as S8O

¥ OCC INT-5-111 pan a (Att. JFW-2),
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customers’ rates change from year to year reflecting movements in forward
prices, the changes in the relatively volatile PPA Rider amounts are perhaps about
as likely to move the same direction as the opposite direction. It cannot be

assumned, therefore, that the PPA Rider will tend to “stabilize” SSO customers

rates.

However the PPA Rider component might move relative to the SSO customers’
supply cost, the impact on the custorers’ bill will be very small. AEP’s
entitlement under the FCPA has resulted in less than two million MWh of
generation per year in recent years, compared to total end use consumption by
AEP Ohio’s customers of over 40 million MWh per year. Thus, the OVEC
entitiement corresponds to only about five percent of AEP Ohio’s customers’ total
lpad, and the PPA Rider can be understood to, in effect, re-price five percent of
each customer’s total supply cost. In addition, generation supply is only about
half of the customers’ bill. So however the PPA Rider amounts move over time

relative to the rest of the customer’s bill, the effect on the bill will be very small.

FOR CUSTOMERS WHO ARE SUPPLIED BY COMPETITIVE RETAIL
SUPPLIERS, WOULD THE PPA RIDER TEND 10 STABILIZE THEIR
RATES?

Customers who are instead served by competitive retail suppliers may be exposed

to market price fluctuations, or may pay fairly stable rates, depending upon the

K}
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choices they make that reflect their preferences. The potential impact of the
proposed PPA Rider on the trajectory of such customer’s rates would also depend
on the extent to which the OVEC net costs in one year are uncorrelated or anti-
comrelated with the costs at which the customer will be supplied in the following
year, when the OVEC net costs will be collected through the FPA Rider. To the
extent the PPA Rider amounts might be uncorrelated with market price
fluctuations and tend to stabilize some customers’ bills, they would do so

primarily for those customers who have by their choices indicated a preference for

market-based rather than stable prices.

In addition, natural gas and coal price movements ténd (o be correlated due to
inter-fuel competition, and energy prices tend to be correlated with fuel prices
because they are set by marginal generation costs. In western PJM, energy prices
are set by the marginal cost of coal generation in many hours. Accordingly,
OVEC’s coal generation provides only a partial hedge of market electric energy

COsts.

Again, the PPA Rider is lagged one year, and corresponds to only about five
percent of the AEP Ohio load. Consequently, to the extent the PPA Rider
provides some shopping customers some price stability despite the lag, the impact

would be very small.
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EVALUATION OF THE PROPOSED PPA RIDER AS A REGULATORY

MECHANISM

WHAT TYPE OF REGULATORY MECHANISM 1S THE PROPOSED PPA
RIDER?

The proposed PPA Rider is an example of a cost tracker - a regulatory
mechanism through which the actual costs of a utility function are periodically
passed through to customers, outside of a rate case. Under the proposed PPA
Rider, the net OVEC costs (all costs net of energy and capacity revenues) each

year would be passed through to custemers in their rates the following year.

FOR WHAT TYPES OF COSTS ARE COST TRACKERS CONSIDERED AN
APPROPRIATE REGUILATORY MECHANISM FOR THEIR COLLECTION
FROM CUSTOMERS?

Under traditional regulation, the collection of costs from customers is subject to
regulatory review through periodic rate cases. As noted in a recent report by the
National Regulatory Research Institute (“NRRI Report™),” state regulatory
commissions typically approve cost trackers under extraordinary circumstances,

for costs that are 1) largely outside the control of the utility, and 2) unpredictable

¥ Costello, Ken, How Should Regulators View Cost Trackers, National Regulatory Research Institute
Report No. 69-13, September, 2009,
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and volatile.” The NRRI Report notes that regulatory commissions often, but not

always, also consider whether the costs are substantial and recurring.

WHY DO REGULATORY COMMISSIONS USE COST TRACKERS ONLY
UNDER THESE CIRCUMSTANCES?

Regulatory commissions use cost trackers for costs that are unpredictable,
substantial, and outside utility control primarily to protect a utility from
potentially severe financial consequences that are not a resunlt of utility
performance. Compared to traditional regulation, a cost tracker provides revenues
that adjust more rapidly and fully to increases or decreases in cost. When the
costs are largely ouiside of the utility’s conirol, there is little purpose to regulatory
oversight of them. However, by providing for the collection of costs from
customers without the traditional regulatory process, a cost tracker also further

reduces the weak incentives for cost control provided by traditional regulation.

CAN YOU PROVIDE AN EXAMPLE OF COSTS THAT MAY BE
APPROPRIATE FOR COLLECTION FROM CUSTOMERS THROUGH A
COST TRACKER?

A common example of a cost tracker is the fuel adjusiment clause, under which a

utility passes through the actual cost of fuel purchased for electric generation.

¥ NRRI Repor, p. 8.
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Fuel market prices, and also fuel requirements, are largely outside utility conirol

and these costs can be substantial and volatile,

DOES THE PPA RIDER ADDRESS A CIRCUMSTANCE FOR WHICH A
COST TRACKER IS APPROPRIATE?

No. AEP Ohio’s relationship to the OVEC power plants, including the ICPA and
its partial ownership of OVEC, are essentially equivalent to (partial) ownership of
the OVEC power plants. The costs {(other than fuel) associated with atility-owned
power plants are typically subject to fraditional regulation. The fixed costs, and
variable operations and maintenance costs, are very much under the utility’s
control, and they are not unpredictabie or volatile; consequently, they are not
appropriate costs for collection from customers through a cost tracker mechanism.
The fuel costs also reflect how the OVEC plants are offered into the PIM markets

and, as a result, dispatched.

Traditional regulation of such costs ensures the utility has some incentive to strive
to minimize the costs. Under a cost tracker, such as the proposed PPA Rider, it is
unclear whether any regulatory oversight of these costs would occur, Under these
circumstances, a cost lracker, such as the proposed PPA Rider, is inferior to
traditional regulation, as it eliminates incentives to control costs, and may

eliminate regulatory oversight.
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THE OVEC PLANTS ARE OPERATED BY OVEC, NOT AEP OHIQ. DOES
THIS MAKE THE COST TRACKER APPROACH MORE ACCEPTABLE?
To the extent AEP Ohio and the other sponsors and owners lack control over

OVEC, OVEC's costs are even more removed from any market or regulatory

incentives, and imposing these costs on customers is no more justified.

YOU HAVE COMPARED THE PPA RIDER TO TRADITIONAL COST-OF-
SERVICE REGULATION. HOWEVER, UNDER SENATE BILLS 3 AND
221, OHIO IS TRANSITIONING ELECTRIC GENERATION FROM A
COST-BASED, REGULATED COMMODITY TO A MARKET-BASED
COMMODITY. 1S THE PPA RIDER CONSISTENT WITH THIS POLICY
DIRECTION?

No. This transition recognizes that electric generation, like other commodities, is
produced most efficienily when the associated costs, benefits, and risks are borne
by the parties best able to manage them. When competitive providers build, own
and operate power plants, and bear the risks of their decisions to build, own and
operate power plants, they have full incentive to make sound decisions and to
operate efficiently. By contrast, it has long been recognized that when there is
full cost recovery, the incentives to make sound decisions and to operate
efficiently are weak or absent, so comprehensive regulatory oversight of costs and

operations is required.
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Under the proposed PPA Rider, AEP Ohio would fully collect all OVEC-related
costs, as in the regulated world. However, it is not clear whether the PUCO
would have the authority and access to review OVEC operations, and to assess the
prudence of those operations and the resulting costs, as it has with the regulated
assets of Ohio utilities. Consequently, the PPA Rider could create an arrangement
that not only lacks market incentives and is inferior to market-based provision of

generation; it is also inferior to traditional regulation, to the extent the PUCO’s

oversight is more limited or nonexistent.

CAN YOU GIVE A SPECIFIC EXAMPLE OF THE PROBLEMATIC
INCENTIVES RESULTING FROM THE PPA RIDER?

Yes. Consider, for example, the future “lean improvements/process optimization”
that AEP Ohio claims would reduce the OVEC fixed costs and associated demand
charges below the forecast provided by OVEC (discussed earlier in this
testimony). Under market arrangements, if OVEC were able to reduce these fixed
costs, it wonld increase the profits to OVEC’s owners. Consequently, OVEC’s
owners would have incentives to pressure OVEC management to accomplish any

such potential cost improvements.

By contrast, under the proposed PPA Rider, OVEC’s actual costs would be passed

through to customers. OVEC’s owners would, therefore, see no benefit from any
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such cost reductions, and would have little if any reason to encourage

management 10 pursug them.

THE AEP COMPANIES OWN OTHER ELECTRIC GENERATION THAT
COMPETES IN THE PJM MARKETS. DOES THIS RAISE ANY ISSUES
WITH REGARD TO THE PROPOSED PPA RIDER?

Yes. As noted earlier, the AEP companies own 43.37 percent of OQVEC stock,
and are allocated the same portion of its cost and output under the ICPA. This
gives AEP substantial control over OVEC operations. However, the OVEC
plants compeie with AEP’s unregulated generation in the PTM markets. Under
the PPA Rider, AEP would not benefit from incremental OVEC sales and net
revenues, as these would pass through to customers, However, incremental
output from the OVEC plants will tend to reduce the energy prices available to
AEP's plants in the western PYM market area. Therefore, AEP would have some
incentive to exercise its control and influence over QVEC, including both its
rights 10 schedule output and also its influence over management and operations
as the largest owner, in 2 manner that would benefit its unregulated generation.
This could lead to realizing tess than the full vaiue of the OVEC assets in the PIM

markets, and higher net costs to customers under the PPA Rider.
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DOES THE FACT THAT OVEC HAS MULTIPLE OWNERS AND
SPONSORS RAISE ANY CONCERNS ABOUT THE PPA RIDER?
Yes. The ICPA determines how the OVEC output is shared, and how costs that
are not associated with output (such as Minimum Loading Event Costs, ICPA
Article 5) are allocated. It is not clear that this arrangement ensures efficient
decision-making with regard to, among other actions, plant operation,
maintenance, and investment. In addition, ownership by multiple parties, and the
contractual obligations under the ICPA, may present a barrier to difficuit

decisions, such as the retirement or repowering of generating units that are no

longer economic.

PLEASE SUMMARIZE THIS SECTION OF YOUR TESTIMONY,
REGARDING THE PROPOSED PPA RIDER AS A REGULATORY
MECHANISM.

It is not appropriate for AEP Ohio to collect the net costs of its entitlement to
OVEC output from customers through a cost tracker such as the proposed PPA
Rider. This would impose the cost and risk of the assets onto customers, while

eliminating incentives to control these costs.

k2
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RECOMMENDATIONS FOR THE TREATMENT OF THE OVEC

ENTITLEMENT

YOU STATED THAT THE PPA RIDER IS LIKELY 7O BE COSTLY TO
OHIO CUSTOMERS, WHILE ALSO ELIMINATING INCENTIVES TO
INCREASE REVENUES AND MINIMIZE COSTS ASSOCIATED WITH
THE OVEC ASSETS. WHAT DO YOU RECOMMEND WITH REGARD TQ
THE PROPOSED PPA RIDER AND ASSOCIATED OVEC COSTS AND
REVENUES?

I recormmend that the PUCO simply deny AEP Ohio’s request for the PPA Rider.
finding that the costs, benefits and risks of AEP Ohio’s OVEC entitlement should
not be passed through to customers. The PUCO has ruled that AEP Ghio may
retain the OVEC assets, subject to coaditions that should apply “during the
current ESP and beyond, until the OVEC contractual entitlements can be
transferred to AEP Genco or otherwise divested, or until otherwise ordered by the
Commission,”™” and that retail rate issues should be addressed in this, the next
ESP proceeding. However, the proposed PPA Rider would shift the costs and

risks associated with the OVEC plants to customers, and that should not be

allowed.

™ Case No. 12-1126-EL-UNC, Finding and Order of December 4, 2013 at 9.
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{F THE PUCO 1§ UNWILLING TO DENY THE REQUESTED PPA RIDER,
ARE THERE WAYS THAT IT COULD BE MODIFIED TO PROVIDE SOME
PROTECTION TO CUSTOMERS?
Yes. A second (and less preferred) option would be to modify the PPA Rider so
that it is cost-neutral for customers, at east in an ex ante, forecast expected value
sense, and so that the actual net cost or benefit of the OVEC capacity would be
shared between AEP Ohio and customers. Such a sharing rule would provide
customers some protection, and would also restore some of the incentives to

maximize revenues and minimize costs that the PPA Rider, as proposed,

eliminates.

PLEASE EIABORATE ON HOW SUCH A SHARING RULE MIGHT WORK.
A sharing rule could take the form of a typical incentive mechanism. First, a
“benchmark” for the OVEC net cost would be established. The benchmark could
be established based on a one-time forecast of expected OVEC value, or it could
be determined based on a formula that takes into account actual market prices and

perhaps other uncertainties over time.,

Then if the actual OVEC net cost in a month equals the market-based benchmark

value, the PPA Rider would be zero and have no effect. Whenever actual net cost

differs from the benchmark, the sharing rule would take effect. For instance, the

4
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sharing rule might call for half of the net cost or benefit to be passed through to

customers through the PPA Rider, with half retained by AEP Ohio.

Under this approach, in effect, AEP Ohio would be rewarded through the PPA
Rider when the OVEC entitlement is more valuable than the market-based
benchmark, and AEP Ohio would bear half the cost when the OVEC entitlement
is costly relative to the benchmark. But the risk to AEP Ohio would be reduced
by sharing the cost or benefit 50/50 with customers. The risk to customers would
similarly be reduced by 30% compared to the PPA Rider as proposed by AEP

Ohio.

WHAT ARE THE ADVANTAGES OF THIS APPROACH COMPARED TO

THE PPA RIDER AS AEP OHIO HAS PROPOSED IT?

A57. There are three advantages to this modification of the PPA Rider.

i First, by establishing in advance an explicit benchmark (or
benchmark formuta) based on expected market value, there
is no built-in subsidy or ex ante expected amount to be
collected from customers through the PPA Rider. Under
the PPA Rider as proposed, the cos{ to customers over the
ESP Period is expected to be [ vnder AEP
Ohio’s estimate, or $117 million under my estimate, If the

benchmark reflects an unbiased estimate of the expected
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market value, the expected cumulative value over the ESP
Period of the PPA Rider would be zero, at least at the time
it is established.

ii. Second, as a result of the sharing rule, AEP Ohio would
have more incentive to maximize revenues and minimize
costs, incentives that are eliminated under the proposed
PPA Rider.

iii. Third, the risk to customers would be 50% mitigated by

such a sharing rule, compared to the proposed PPA Rider

(in addition to removing the subsidy).

IN ITS APPLICATION (P. 15), AEP OHIO REQUESTS A RIGHT TO
TERMINATE THE ELECTRIC SECURITY PLAN ONE YEAR EARLY, IF
THERE IS A SUBSTANTIVE CHANGE TO OHIO OR FEDERAL LAWS OR
REGULATORY RULES, OR TO PJM MARKET RULES. SHOULD AEP
ORIO BE PERMITTED TO TERMINATE THE PPA RIDER ON THIS
BASIS?

No. If the PPA Rider is approved, it should not be included under any such
“regulatory ouf” option. Instead, AEP Ohio should only be allowed to terminate

the PPA Rider by PUCO order.
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Allowing AEP Ohio to terminate the ESP and PPA Rider early would potentialiy
allow AEP Ohio to impose the net cost of the OVEC plants on customers through
May 2017, and then, if conditions change and the plants are anticipated 1o be

economic during 2017/2018, terminate the PPA Rider and retain the net benefits.

That would be unfair to customers and should not be allowed.

An arrangement that allowed AEP Ohio to terminate the PPA Rider early would
also create an incentive [0 maximize capital and maintenance expenses while such
costs are being passed through to customers, reducing the need for such

expenditures during a later period when net profits are retained.

DOES THIS COMPLETE YOUR PRE-FILED TESTIMONY?
Yes it does. However, I understand that 1 may be asked to update or supplement

my testimony based on new information that may become available,
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James F. Wilson
Principal, Wilson Energy Economics

4800 Hampden Lane Suite 200
Bothesda, Maryland 20814 USA

Phone: (240) 482-3737

Cell  (301) 535-6571

Fax:  (240) 482-3759

Email: jwilson@wilsonenec.com
woww.wilsopenec.com

SUMMARY

James F. Wilson is an economist with 30 years of cohsulting expetience, primarily in the electric power
and natural gas indusiries. Many of his assignments have pertained lo the economic and policy issues
arising from the interplay of competition and regulation in these industries, including restructuring policies,
market design, marke! analysis and market power. Olher recent engagements have involved resource
adequacy and capacily markels, contract liligation and damages. forecasting and market evaluation,
pipstine rate cases and evaluating allegations of market manipulation. Mr. Wilson has been involved in
electricity restructuring and wholesale market design for over twenly years in California, PJM, Naw
England, Ontario, Russia and other regions. He also spent five years in Russia in the early 1990s
advising on the reform, restructuring and development of the Russian electricity and natural gas
industries.

Mr. Wison has submitted affidavits and testified in Federal Energy Regulatory Commission and state
regulatory proceedings. His papers have appeared in the Energy Journal, Eleclricily Joumal, Fublic
Utitities Fortriightly and other publications, and he often presents at industry conferances.

Prior to founding Wilson Energy Economics, Mr. Wilson was a Principal at LECG, LLC. He has also
worked for ICF Resources, Degision Focus inc., and as an independant censultant.

EDUCATION

M5, Engineering-Economic Systems, Stanford University, 1982
BA, Mathematics, Oberlin Collage, 1877

RECENT ENGAGEMENTS
= Various consulting assignments on wholesale electric capacity market design issues in PJUM, New
England, the Midwest, Texas, and California.
» Cost-henefit analysis of a new natural gas pipeline.
Evsiuation of the impacits of demand response on electric ganeration capacity mix and emissions.
Panelist on a FERC technical conference on capacity markets.
Affidavit on the potential for market power over natural gas storage.

Executive briefing on wind integration and {inkages 1o sher-term and longer-term resource
adequacy approaches.

» Affidavit on the impact of a centralized capacily market on the potential benefits of participation in
a Ragional Transmission Organization (RTO).

« Parlicipated in a panal teleseminar on resource adequacy policy and modeling.
» Affidavit on opt-out rules for centralized capacity markets.

+  Affidavits on minimum offer price rules for RTO centralized capacity markets.

e Evaluated electric utility avoided cost in a tax dispute.

*
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« Advised on pricing approaches for RTO backstep sheri-term capacity procurement,

+ Affidavit evaluating the potential impact on reliabifity of demand respense products lisnited in the
number or duration of calls.

s Evaluated changing patierns of natural gas production and pipeline flows, developed approaches
for pipeline tofls and cost recovery.

= Eyaluated an electricity peak loed forecasting methodology and forecast; evaluated regional
transmission needs for resource adequacy.

« Participated on & panej tefeseminar on natural gas price forecasting.
»  Affidavit evaluating a shortage pricing mechanism and recommending changes.
» Testimany in support of proposed changes to a forward capacity market mechanism.

s HRueviewed and critiqued an analysis of the economic impacts of restrictions on oil and gas
development.

+ Advised on the development of metrics for evaluating the performance of Regionat Transmission
Crganizations and their markets.

+ Prepared affidavil on the efficiency banefits of excass capacity sales in reacjustment auctions for
instailed capacity.

s Prepared affidavit on the potential impacts of long lead time and mullipls uncertainties on clearing
prices in an auction for standard offer eleciric generation service.

EARLIER PROFESSIONAL EXPERIENCE
LECG, LCC, Washington, DC 19988--2009,
Eringipal
¢ Reviewed and commentad on an analysis of the target installed capacity reserve margin for the
Mid Atlantic region; recommended improvements to the analysis and assumptions.

« Evalusted an eleciric generaling capacity machanism and the price levels to suppor adequate
capacity, recommended changes 1o improve efficiancy.

s Analyzed and enitiqued the methodology and assumptions used In prepasation of a long run
electricity peak load forecast.

» FEvaluated resulls of an electric generaling capacity incentive mechanism and critigued the
machanism’s design; prepared a detailed repert. Evaluated the impacts of the mechanism's flaws
on prices and costs and prepared tastimony in support of a formal complaint,

» Analyzed impacts and potential damages of natural gas migration from a storage fieid.

+« Evaluated allagations of manipulation of natural gas prices and assessed the potential impacts of
natural gas trading strategies.

= Prepared affidavit evaluating a pipeline's application for market-based rates for interruptible
transportation and the potential for market power.

s Prepared testimony on natural gas industry coniracting practices and damages in a contract
dispute.

» Prepared affidavils on design issues for an electric generating capacity mechanism for an eastern
US ragional transmission organization; participated in extensive settlement discussions.

» Prepared testimony on the appropriateness of zonal rates for a natural gas pipeline.
Evaluated market power issues raised by a possible gas-electric merger.

s Prepared testimony on whether rates for a pipeline extension should be rolled-in or incremental
under Federal Energy Regulatory Commission {"FERC") policy.

» Prepared an expert report on damages in a natural gas contract dispute.

s Prepared testimony regarding the incentive impacts of a ratemaking method for natural gas
pipalinas.

» Prepared testimony evaluating natural gas procurement incentive mechanisms.

« Analyzed the need for and value of additional natural gas storage in the southwestern US.
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Evaluated market issues in the restructured Russian electric power market, including the need to

introduce finandial transmission rights, and policies for evaluating mergers.

Affidavit on market conditions in western US natural gas markets and the pofential for a new

merchant gas storage facility to exercige markef power.

Testimony on the advantages of a system of fium, tradable natural gas transmission and storage

rights, and the performance of a market structure based on such policies.

Testimeny on the potential benefits of new independent natural gas storage and policies for

providing transmission access to storage users.

Testimony on the causes of California natural gas price increases during 2000-2001 and the

possible exercise of market power to raise natural gas prices &t the California border.

Advised a major US utility with regard to the Federal Energy Regulatory Commission's proposed

Standard Market Design and its potential impacts on the company.

Reviewed and critiqued draft legislation and detailed market rules for reforming the Russian

electricity industry, for a major investor in the sector.

Analyzed the causes of high prices in Galifornia wholesale electric markets during 2000 and

developed recommendations, including aiternatives for price mitigation. Testimony on price

mitigation measures.

Summarized and criiqued wholesale and retail restructuring and competition policies for electric

power and natural gas in select US states, for a Pacific Rim governmant contemplating energy

reforms.,

Presentsd testimony regarding divestiture of hydroslectric generalion assets, potential market

power issues, and miligation approaches to the California Public Utilities Commission.

Reviewed the reasonablenass of an elactric utiiity's wholesale power purchases and salesin a

restructured power market during a period of high prices.

:rasenied an expert report on failure to perform and liquidated damages in a natural gas contract
ispute,

Presented a workshop on Market Monitoring to a group of electric utilifies in the process of

forming an RTO.

Authored & report on the screening approaches used by market menitors for assessing exercise

of market power, material impacts of conduct, and workable competition.

Developed recommendations for mitigating locational market power, as part of a package of

congestion management reforms.

Provided analysis in support of a8 transmission owner involved in a contract dispute with

generators providing services related to local grid reliability.

Authored a report on the role of regional transmission organizations in marksei monitoring.

Prepared market power analyses in suppor of electric generators' applications to FERC for

market-based rates for energy and ancillary services.

Analyzed wastemn selectricity markats and the potential markel power of a large producer under

various assel acquisition or divestiture strategies.

Testified before a state commission regarding the potential benefits of retail electric competition

and issues that must be addressed to implement it.

Prepared a market power analysis in suppon of an acguisition of generating capacity in the New

England market.

Advised a California utility regarding reform strategies for the California natural gas Industry,

addreasing market power issues and policy options for providing system balsncing services.

ICF RESQURCES, INC ., Fairfax, VA, 1987-1948.
Project Manager

Reviewed, critipued and submitted testimony on a New Jersay electric ulility's restructuring
proposal, as part of 8 management audit for the state regulatory commission.

Assisted 8 group of US utilities in developing a proposal to form a regional Independent System
Operator (150).
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Researched and reported on the emergence of Indepandent Systemn Operators and their role in
reliability, for the Departmant of Energy.

Provided analytical support to the Secratary of Energy’s Task Force on Electric System Reliability
on various fopics, including 1SOs. Wrote while papers on the potential role of markets in ensuring
reliability.

Recommended near-term strategies for addrassing the potential stranded costs of non-utilily
generator contracts for an eastern utiity; analyzed and evaluated the potential benefits of various
contract modifications, including buyowut and buydown options; designed a reverse auction
approach to stimulating competition in the renegofiation process.

Designed an auction process for divestiture of a Northeastem electric utility's generation assets
and entilements (power purchase agraements).

Participated in ssveral projects involving analysis of regional power markets and valuation of
existing or proposed generation assets.

RIS MARKET ENVIRONMENT PROJECT, 158941996,
Project Ri r, Mo i

Established and led a palicy analysis group advising the Russian Federal Energy Commission and
Ministry of £Economy on economic policies for the electric power, natural gas, oil pipeline,
telecommunications, and rail transport industries (the Program on Natural Monopolies, a project of the
RIS Center of the University of Maryland Deparimenti of Economics, funded by USAID):

L

L

Ind

Advised on industry reforms and the astablishment of federa! regulatary institutions.

Advised the Russian Federal Energy Commission on electricity restructuring, developmant of a
competitive wholesale market for electric power, tariff improvements, and other issues of electric
powar and natural gas industry reform.

Devaloped policy conditions for the IMF's $10 biliion Extended Funding Fagility.

Performed indusiry diagnostic analyses with detailed policy recommendations for electric power
(1994), natyral gas, rail transport and telecommunications (1995), oil transport (1896).

dent Consul i inM Ruyssia, 1991-1998

Prajects for the WORLD BANK, 1852-1686:

Barnk Strategy for the Russian Electricity Sector. Devetoped a policy paper cutkning current
industry problems and necessary policies, and recommending World Bank strategy.

Russian Electric Power industry Restructuring. Participated in work io develop recommendations
to the Russian Government on electric power industry restructuring.

Russian Electric Power Sector Update. Led profect to review developments in sector
rastructuring, regulation, demand, supply, tariffs, and investment,

Russian Coal industry Restructuring. Analyzed Russian and export coal markets and developed
forecasts of future demand for Russian coal,

World Bank/IEA Electricity Options Study for the G-7. Analyzed mid- and long-term electric power
demand and efficiency prospects and developed forecasts.

Russian Energy Pricing and Taxation. Developed recommendations for liberalizing energy
markets, eiminating subsidies and restructuring tariffs for all energy resources.

Other consulling assignments in Russia, 1991-1994:

Advised on projects pertaining to Russian energy policy and the transition to a market economy in
the energy industries, for the Institute for Energy Research ¢f the Russian Academy of Sciences.

Presented seminars on the structure, economics, planning, and regulation of tha energy and
aleciric power industries in the US, for various Russian clients.

B 18 TR O R L
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DECISION FOCUS INC., Mountain View, CA, 19831982
Senijor Associate, 19685-1982.

« For the Electric Power Research institute, led projects lo develop decision-analytic methodologies
and models for evaluating long term fuel and slectric power contracting and procurement
sirategies. Appiied the methodologies and models in numerous case studies, and presented
several workshops and training sessions on the approaches.

* Analyzed long-term and short-term natural gas supply decisions for a large California gas
distribution company following gas industry unbundiing and restructuring.

¢ Analyzed long term coal end rail siternatives for a midwest electric utility, including alternative
coal supply regions, suppliers and contract structures; spot/contract mix; rali arrangements;
power purchases; cunversion to gas.

+ Evaluated bulk power purchase aliernatives and strategies for a New Jersey electric utility.

s Performed a financial and economic analysis of a proposed hydroelectric project,

+ Foranatural gas pipeiine company serving the Northeastemn US, forecasted long-term natural
gas supply and transportation volumes. Developed s foracasting system for staff use.

+ Analyzed potential benefits of diversification of suppliers for a natural gas pipeline company.

s Evalusted uranium contracting strategies for an electric ufility.

+ Analyzed {elecommunications services markets under deragulation, developed and implemented
a pricing strategy modal. Evaluated potential responses of residential and business customers to
changes in the client's and competitors' telecommunications services and prices.

«  Analyzed coal contract lerms and supplier diversification sirategies for an eastern electric ulilty.

« Analyzed cil and natural gas contracting strategies for an electric utility.

TESTIMONY AND AFFIDAVITS

PJM Interconnection, L.L.C., FERC Docket No. ER14-504 (Clearing of Demand Responsgs in RFM),
Affidavit in Support of the Protest of the Joint Consumer Advocates and Public Inferest
Organizations, Decembear 20, 2013,

New Engiand Power Generators Agsociation, Inc. v. 1SO New England inc., FERC Docket No, EL14-
7, Testimony in Support of the Protest of the New England States Committee on Electricity,
Movember 27, 2013.

Midwaest independent Transmission Sysiem Operator, inc., FERC Docket No. ER11-4081, Affidavit
In Support of Brief of the Midwest TDUs, October 11, 2013,

ANR Storage Company, FERC Docket No. RP12-478, Prepared Answering Testimony on behalf of
the Joint Intervenor Group, Aprif 2, 2013; Prepared Cross-answering Tesfimony, May 15, 2013;
testimony at hearings, September 4, 2013,

In the Matter of the Apglication of The Dayton Power and Light Company for Approval of iis Market
Rate Offer, Public Utilities Commission of Ohio Case No. 12-428-E|-SS0: Direct Testimony on
Behalf of the Office of the Ohio Consumers’ Counsel, March 5, 2013; deposition, March 41, 2013,

PJM Interconnection, L.L.C., FERC Docket No. ER13-535 (Minimum Offer Price Rule), Affidavitin
Support of the Protest and Comments of the Joint Consumer Advocates, December 28, 2012.

in the Matter of the Application of Ohio Edison Company, et ai for Authority to Provide for 2 Standard
Service Offer in the Form of an Electric Security Plan, Public Utitities Commission of Ohio Case Na.
12-1230-EL-SS0: Direct Testimony on Behalf of the Office of the Ohic Consumers’ Counsel, May
21, 2012; deposition, May 30, 2012, testimony at hearings, June 5, 2012,

PJM Interconnection, L.L.C., FERC Docket No. ER12-513, Affidavit in Support of Protest of the Joint
Consumer Advocates and Demand Response Supporters {(changes to RPM), December 22, 2011.

People of the State of lllinois ex reJ, Leon A. Greenblatt, ||l v Commonwealth Edison Company,
Circuit Court of Cook County, Hlinois, deposition, September 22, 2011; interrogatory, Feb. 22, 2011,
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in the Matter of the Application of Union Electric Company for Authorily to Continue the Transfer of
Functionai Controf of Its Transmission System 1o the Midwes! Independent Transmission System
Opesator, Ing., Missour: PSC Case No. E0-2011-0128, Testimony in hearings, February g, 2012;
Rebuital Tesfimony and Response to Commission Questions On Behalf Of The Missouri Joint
Municipal Eiectric Utility Commission, September 14, 2011,

PJM Interconnection, L.L.C., and PJM Power Providers Group v. PJM Interconnection, L.L.C., FERC
Docket Nos. ER11-2875 and EL11-20 (Minimum Offer Price: Rule), Affidawvil in Support of Protest of
New Jersey Division of Rals Counssl, March 4, 2011, and Affidavil in Support of Request for
Rehearing and for Expedited Consideration of New Jersey Division of Rate Counsel, May 12, 2011,

P.M interconnection, L.L.C., FERC Docket No. £R11.2288 (Demand response "saturation” issue),
Affidavit in Support of Protest and Comments of the Joint Consumer Advocates, December 23, 2010,

North American Electric Reliability Corporation, FERC Docket No. RM10-10, Commenis an
Proposed Reliability Standerd BAL-502-RFC-02: Planning Rescurce Adequacy Analysis,
Assessment and Documentation, Decembaer 23, 2010.

In the Matter of the Reliabifity Pricing Modrl and the 2013/2014 Delivery Year Base Residual Auction
Results, Maryiand Public Service Commission Administrative Docket PC22, Comments and
Rasponses to Questions Qn Behalf of Southern Maryland Electric Cooperative, Qctober 15, 2010.

PJM Interconnection, L.L.C., FERC Docket No. ER09-1062-004 {PJM compliance filing on pricing
duting operaling reserve shortages): Affidavit In Support of Comments and Protest of the
Pennsylvania Public Utility Comrmission, July 30, 2010.

1SO New England, Inc. and New England Power Podi, FERC Docket No. ER10-787-000 on Forward
Capacity Market Ravisions: Direct Testimony On Behalf Of The Connecticut Depariment of Pubiic
Utility Contrel, March 30, 2010; Direct Testimony in Support of First Brief of the Joint Filing
Supporters, July 1, 2010; Supplemental Testimony in Suppor! of Second Brief of the Joint Filing
Supporters, September 1, 2010,

PJM Interconnection, L.L.C., FERC Docket No. ERG9-412-008: Affidavit In Support of Protest of
indicated Consumer interests, January 19, 2010.

in the Matier of the Application of Ohio Edison Company, et al for Approval of a Markat Rate Offer to
Conduct a Competitive Bidding Process for Standard Service Offer Electric Generation Supply,
Public Litilities Commission of Qhio Case No. 09-906-EL-580: Diract Testimony on Behaif of the
Office of the Ohic Consumers' Counsel, December 7, 2009; deposition, December 10, 2009,
testimony at hearings, December 22, 2009.

Application of PATH Allegheny Virginia Transmission Corporation for Certificates of Public
Convenience and Necessity o Construcl Faciities: 765 kV Transmission Line through Loudon,
Frederick and Clarke Counties, Virginia State Corporation Commission Case No, PUE-2009-00043:
Direct Testimony on Behalf of Commission Staff, December 8, 2009.

PJM Interconnedtion, L.L.C., FERC Docket No. ER08-412-000: Affidavit On Proposed Changes to
the Reliability Pricing Mode! On Behaif Of RPM Load Group, January 8, 2009; Reply Affidavit,
January 26, 2009,

£JM Interconnection, £.1..C., FERC Docket No. ERD9-412-000: Affidavit in Support of the Protest
Regarding 1.oad Forecast To Be Used in May 2009 RPM Auction, January 9, 2009,

Maryland Public Service Commission et al v. PJM Interconnection, L.L.C., FERC Docket No. ELOSB-
87-000: Affidavit in Support Complaint of the RPM Buyers, May 30, 2008; Supplemental Affidavit,
July 28, 2008,

PJM interconnection, LL.C., FERC Docket No, ER08-516: Affidavit On PJM's Proposed Change To
RPM Pararneters On Behalf Of RPM Buyers, March &, 2008.

PJM Interconnection, L.L.C., Reliability Pricing Model Compliance Filing, FERC Docket Nos. ERO3-
1410 and ELO5-148:; Affidavit Addressing RPM Compliance Filing 1ssues on Behalf of the Public
Power Association of New Jersey, Qctober 15, 2007,
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TXU Energy Retail Company LP v. Laprino Foods Company, Inc., US District Court for the Northern
District of California, Case No. C01-20289: Testimony at trial, November 15-29, 2006; Deposition,
April 7, 2006; Expert Report on Behalf of Leprino Foads Company, March 10, 2006,

Gas Transmission Northwest Corporation, Federal Energy Regulation Commission Docket No.
RP0B-407: Reply Affidavit, October 26, 2008; Affidavit on Bahalf of the Canadian Association of
Petroleum Producers, October 18, 2006,

PJM Interconnection, L.L.C., Reliability Pricing Modsl, FERC Docket Nos. ER05-1410 and ELO5-
148: Suppiemental Affidavit on Technical Conference issues, June 22, 2008; Supplemental Affidavit
Addressing Paper Hearing Topics, June 2, 2008; Affidavit on Behalf of the Public Power Association
of New Jersey, October 18, 2005,

Maritimes & Northeast Pipeline, L.L.C., FERC Docket N¢, RP04-360-000: Prapared Cross
Answering Testimony, March 11, 2005; Prepared Direct and Answering Testimony on Behalf of Firm
Shippar Group, February 11, 2005.

Dynegy Marketing and Trade v. Multiut Corporation, S District Court of the Northern District of
lllincis, Case. No. 02 C 7448: Deposition, September 1, 2005, Expert Report in response to
Defendant’s counterclaims, March 21, 2005; Expert Report on damages, Octoker 15, 2004.

Application of Pacific Gas and Electric Company, California Public Utilities Commission proceeding
A.04-03-021: Prepared Testimony, Policy for Throughpul-Based Backbone Rates, on behalf of
Pacific Gas and Electric Company, May 21, 2004.

Gas Market Activities, California Public Utilities Commission Order instituting Investigation 1.02-11-
040: Testimony at hearings, July, 2004, Prepared Testimony, Comparison of incentives Under Gas
Procurement incentive Machanisms, on behalf of Pacific Gas and Electric Company, December 10,
2003,

Application of Rad Lake Gas Storage, L.P., FERC Docket No. CP0O2-420, Affidavit in support of
application for market-based rates for a proposed merchant gas storage facility, March 3, 2003,

Application of Pacific Gas and Electric Company, California Public Utilities Commission proceeding
A.01-10-011: Testimony at hearings, April 1-2, 2003; Rebuttal Testimony, March 24, 2003; Prapared
Testimony, Performance of the Gas Accord Market Structure, on behalf of Pacific Gas and Electric
Company, January 13, 2003.

Application of Wild Goose Storage, Inc., California Public Utilities Commission proceeding A.01-06-
029: Testimony at hearings, Novembaer, 2001; Prepared testimony regarding policies for backboneg
expansion and {olls, and pelential ratepayer benefits of new storage, on behalf of Pacific Gas and
Electric Company, October 24, 2001,

Public Utilites Commission of the State of California v. El Paso Natural Gas Co., FERC Docket Ne.
RP00-241: Testimeny at hearings, May-June, 2001, Prepared Testimony on behalf of Pacific Gas
and Electric Company, May 8, 2001,

Application of Pacific Gas and Electric Company, California Public Utilittes Commission proceeding
A.89-09-053: Prepared testimony regarding market power consequences of divestiture of
hydroelectric assets, December 5, 2000.

San Diego Gas & Electric Company, ef al, FERC Docket No. ELC0-95: Prepared testimony regarding
proposed price mitigation measuras on behalf of Pacific Gas and Electric Company, November 22,
2000,

Application of Harbor Cogeneration Company, FERC Docket No. £ER93-1248: Affidavit in support of
application for market-based rates for energy, capacity and anciilary services, December 1898.

Application of and Complaint of Rasidentiat Electrc, incorporated vs. Public Service Company of
New Meaxico, New Mexico Public Utility Commission Case Nos. 2867 and 2868: Testimony at
hearings, November, 1998; Direct Testimony on behalf of Public Service Company of New Mexico
on retail access issues, November, 1908,

Management audit of Public Service Electric and Gas’ restructuring proposal for the New Jersey
Board of Public Utilities: Prepared testimony on retizbility and basic generation service, March 1998

B RS S L et
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PUBLISHED ARTICLES
Forward Capacity Market CONEfusion, Electricity Journal Vol, 23 Issue 9, November 2010.

Reconsidering Resource Adeguacy (Part 2): Capacily Planning for the Smart Grid, Public Utiities
Fortnightly, May 2010.

Reconsidering Resource Adequacy (Part 1); Has the Ong-Day-in-Ten-Years Criterion Quilived s
Usefuiness? Public Utlities Fortnightly, April 2010.

A Hard Look at Incentive Mechanisms for Nalural Gas Procurement, with K. Costello, National
Reguiatory Research Institute Report No. 08-15, November 2006,

Natural Gas Procurement: A Hard Look af Incentive Mechanisms, with K. Costello, Public Utilities
Fortnightly, February 2006, p. 42,

After the (Bas Bubble: An Economic Evaluation of the Recent National Pelrofeum Councif Sfudy, with
K. Costello and H. Huntingtan, Energy Joumal Vol, 26 No. 2 (2005).

High Natural Gas Prices in California 2000-2001: Causes and Lessons, Journal of Industry,
Competition and Trade, vel. 2:1/2, November 2002,

Restruchiring the Electric Power Induslry: Past Problerns, Future Directions, Natural Resources and
Environment, ABA Section of Environment, Energy and Resources, Volume 16 No. 4, Spring, 2002,

Scarcity, Market Power, Price Spikes, and Price Caps, Electricity Journai, November, 2000.

The New York ISO's Market Power Screens, Thresholds, and Mitigation: Why it is Not A Model For
Other Markert Monifors, Electricily Journal, August/September 2000,

1S0s: A Grig-by-Grid Comparison, Public Utitities Fortnightly, Januery 1, 1988,

Economic Policy in the Natural Moriapoly indusiries in Russia: History and Prospects (with V.
Capalik), Voprosi Ekonomiki, November 1985,

Meeling Russia’s Electric Powsr Needs: incertainty, Risk and Economic Reform, Financial and
Business News, April 1993,

Russian Energy Policy through the Eyes of an American Economist, Energeticheskoye Stroitelstvo,
December 1992, p 2.

Fuel Conlracting Under Uncertainly, with R, B. Fancher and H, A, Mueller, IEEE Transactions an
Power Systems, February, 1986, p. 26-33.

OTHER ARTICLES, REPORTS AND PRESENTATIONS

Panel on cenfralized capacity marke! design going forward, Centralized Capacity Markets in
Reglonal Transmission Organizations and independent System QOperators, Docket No. AD13-7,
September 25, 2013; post-conference comments, January 8, 2014,

Econormics of Planning for Resource Adequacy, NARUC Summer Meetings, Denver, Colorado, July
21,2013

The Increasing Need for Flexible Resources: Considerations for Forward Procurement, EUGH
Conference on Fast ang Flexi-Ramp Resources, Chicago, llinois, April 23-24, 2013,

Panef on RPM Issues: Long Term Vision and Recommernidations for Now, Organization of PJM
States, Inc. Spring Stratagy Meeling, Apri! 3, 2013.

Comments On. The Economic Ramifications of Resource Adequacy Whitepaper, peer raviaw of
whitepaper prepared for EISPGC and NARUC, March 24, 2013,

Resource Adequacy: Criteria, Constructs, Emerging fssues, Coal Finance 2012, Institute for Policy
Infegrity, NY{} School of Law, March 19, 2013
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Panel Discussion — Allemalive Models and Best Practices in Qther Regions, Long-Term Resource
Adeguacy Summit, California Public Utilities Commission and California (SO, San Francisco,
California, February 28, 2013.

Fundamaental Capacity Marke! Design Choices: How Far Forward? Haw Locational? EUC! Capacity
Markets Conference, October 3, 2012,

One Day in Ten Years? Economics of Resource Adeguacy, Mid-America Regulatory Conference
Annual Meeting, June 12, 2012,

Reliability and Economics: Separale Realities? Harvard Electriciy Policy Group Sixty-Fifth Plenary
Sassion, Decemnber 1, 2011.

National Regulatory Research institute Teleseminar. The Economics of Resource Adequacy
Planning: Should Resarve Margins Be About More Than Keeping the Lights On?, panelist,
September 15, 2011,

improving RTO-Cperated Whoiesale Electricity Markets: Recommendations for Market Reforms,
American Public Power Association Symposium, panelist, January 13, 2011,

Shortage Pricing Issues, panelist, Organization of PJM States, inc. Sixth Annual Meeting, October 8,
2010.

National Requiatory Research Institute Teleseminar: Forecasting Natural Gas Prices, paneldist, July
28, 2010.

Comments on the NARUC-inflialed Report: Analysis of the Social, Economic and Environmental
Effects of Maintaining Ol and Gas Exploration Moratoris On and Beneath Federal Lands (February
18, 2010) submitted io NARUC on June 22, 2010,

Forward Capacity Markef CONEfusion, Advanced Workshep in Reguiation and Competition, 26"
Annual Eastern Confarence of the Center for Research in Regulated Industries, Rutgers University,
May 21, 2010

One Day in Ten Years? Resource Adequacy for the Smart Grid, revised drafl Novernber 2009,

Approaches to Local Resource Adequacy, presented at Electric Ulility Consultants’ Smart Capacity
Markets Conference, November 9, 2008,

Ons Day in Ten Yesars? Resource Adaquacy for the Smarter Grid, Advanced Workshop in
Regulation and Competition, 28" Annual Easiern Conferencs of the Center for Research in
Regulated Industries, Rutgers University, May 15, 2009.

Resource Adequacy In Restructured Electricily Markets: Initial Resulls of PJM's Reliability Pricing
Mode! (RPM), Advanced Workshop in Regulation and Compatition, 27 Annus! Eastern Conference
of the Center for Research in Regulated industries, Rulgers University, May 15, 2008.

Statemon! at Federal Energy Regulatory Commission technical conference, Capacity Markets in
Regions with Organized Electric Markets, Docket No. AD08-4-000, May 7, 2008,

Raising the Stakes on Cepacily Incentives: PJM's Reliabilily Pricing Model (RPM), presentation at
the University of California Energy Institute's 13™ Annual POWER Research Confarence, Berkelay,
California, March 21, 2008.

Raising the Stakes on Capacity Incentives: PJi's Reliability Pricing Mode! (RPM), repori prepared
{or the American Public Power Association, March 14, 2008,

Comments on GTN's Request lor Markel-Based Rates for interruplible Transportation, presentation
at technical conference in Federal Energy Regulatory Commission Docket No. RP08-407,
September 26-27, 2006 on behalf of Canadian Association of Petroleum Producers.

Comments on Policies to Encourage Natural Gas infrastruclure, and Supplemental Comments on
Market-Based Rates Policy For New Natural Gas Storags, State of the Natural Gas Industry
Conference, Federal Ensrgy Regulatory Commission Docket No. AR05-14, October 12 and 28,
2005,
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Afer the Gas Bubble: A Crifique of the Modeling and Policy Evaluation Contained in the Naticnal
Petroleum Council’s 2003 Naltural Gas Study, with K. Costello and H. Huntington, presented at the
24th Annual North American Conference of the USAEENAEE, July 2004,

Commenis on the Pipeline Capeagity Reserve Concept, State of the Natural Gas Industry
Conference, Federal Energy Regulatory Commission Docket No. PLD4-17, October 21, 2004,

Southwest Naitural Gas Marke! and the Need for Storage, Federal Energy Regulatory Commission’s
Southwestern Gas Storage Technical Conference, dockei AD03-11, August 2003,

Assassing Market Power in Power Markels: the "Pivotal Supplier” Approach and Variants, presented
at Eleclric Utitity Consultants’ Ancillary Services Conference, November 1, 2001,

Scarcity and Price Miligation in Western Power Markets, presented at Electric Utility Consultants’
conference; What To Expect In Western Power Markets This Summer (conference chair), May 1-2,
2001,

Market Power: Definition, Detection, Mitigation, pre-conference workshop, with Scott Harvey,
January 24, 2001.

Market Monitoring in the U.S.; Evolution and Current 1ssups, presented at the Association of Power
Exchanges' APEx 2000 Conferance, Qctober 25, 2000,

Ancillary Services and Markel Power, présented at the Electric Utility Consuitants’ Ancillary Services
Conference {New Business Opportunities in Competitive Ancillary Services Markets), Sept. 14, 2000,

Market Monitoring Workshop, presented to RTO Waest Market Monitoring Work Group, June 2600,

Screens and Thresholds Used In Markel Monitoring, presented at the Conlerence on RT0s and
Market Monitoring, Edison Eleciric instifule and Energy Daily, May 19, 2000.

The Regional Transmission Qrganization's Role in Market Monitoring, raport for the Edison Electric
ingtitute attached to their comments on the FERC's NOPR on RTQs, August, 1994,

The Independent Systam Operator’s Missian and Role it Reliability, presentad at the Elactric Utility
Consultants’ Conference on [80Qs and Transmission Pricing, March 1998.

independent System QOperalors and Their Role in Maintaining Reliability in a Restructured Electric
Power industry, ICF Resources for the U. 8. Depariment of Energy, 1997.

Raif Transport in the Russian Federation, Diagnostic Analysis ang Policy Recommendations, with V.
Capelik and others, IRIS Markst Environment Project, 1895.

Telecommunications fn fhe Russian Federation: Diagniostic Analysiz and Policy Recommendalions,
with £. Whitlock and V. Capelik, IRIS Market Environment Project, 1995,

Russian Nalural Gas Industry: Diagnostic Analysis and Policy Recommendations, with |. Sorokin and
V. Eskin, IRIS Markel Environment Project, 1995,

Russian Elecinc Power indusiry: Diagnostic Analysis and Policy Recommendations, with |, Sorokin,
IRIS Market Environment Project, 1995,

PROFESSIONAL ASSOCIATIONS
United States Association for Energy Economics
Natural Gas Roundtable
Energy Bar Association
April 2614



Attachment JFW-2
Page 1 of 18
OHIO POWER COMPANY'S RESPONSE
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL'S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-S850 et al.
ELEVENTH SET

INTERROGATORY

INT-11-272 [EU-INT-2-00! Conf. att. I page | states, “* OVEC demand charge has been
decreased $10M annual (versus the projections from OVEC) fo reflect fean
improvements/process optimization”

a. Identify the demand charge projections from OVEC;

b. Has OVEC and/or you committed to making these “lean
improvements/process optimization™?

<. Has OVEC or you committed to reducing the demand charge $10M
annually based on the “lean improvements/process optimization™?

d. Do you commit to the $10M annual reduction in demand charge for

purposes of the PPA Rider even if OVEC or you fail to implement the “lean
improvements/process optimization™?

RE E

a. OVEC provides yearly demand charges with OPCo (including CSP) having a 19.93% share.

2015: Total = $368M OPCo @ 19.93% = $73M
2016: Total = §384M OPCo @ 19.93% = §77TM
2017: Total = $395M OPCo @ 19.93% = $79M
2018: Total = $436M OPCo @ 19.93% = $87M

b. No.
. No.
d. No.

Prepared by: William A. Allen
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Page2of 18
QHIC POWER COMPANY’S RESPONSE
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL’S
DISCOVERY REQUEST
PUCO CASE NO. [3-2385-EL-S50 et al.
ELEVENTH SET

REQUEST FOR PRODUCTION OF DOCUMENTS

RPD-11-04% Referring to what has been requested from you in OCC INT-273, please provide
all documents, including workpapers that support the values referenced therein.

RESPONSE

There are no documents or workpapers for OCC INT-11-273 other than OEG-INT-2-001 conf,
att. 1 and [EU-INT-2-001 Conf. att. 1, which have already been provided.

Prepared by: William A, Allen
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OHIO POWER COMPANY’S RESPONSE
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL’S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-880Q et al.
ELEVENTH SET

REQUEST FOR PRODUCTION OF DOCUMENTS

RPD-11-048 Referring to your response to OCC INT-272, if the response to the interrogatory
(a)-(d) was affirmative in any respect, please provide a copy of documents that:

a. Describe the “lean improvements/process optimization”

b. Pertain to commitments you have made with re: to “lean
improvements/process optimization™

c. Pertain to OVEC commitments to reducing the demand charge $10M
annually based on the “lean improvements/process optimization™ or some other
basis.

RESPONSE
Not applicable.

Prepared by: William A. Allen
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Page 4 of 18
OHIO POWER COMPANY’S RESPONSE
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL’S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-SSO et al.
ELEVENTH SET

INTERROGATORY
INT-11-275 IEU-INT-2-001 Conf. att. 1 page 1 line 15 is labeled “Energy Market Price

(3/MWH).

a. What is the source of this energy market average monthly price forecast?

b. When was the forecast prepared, and by whom?

c. If a mode! was used, identify the model and the assumptions used.

d. If this value is based on or related to the data provided in OEG-INT-2-

006, describe how the Energy Market Price values were calculated based on the
hourly values in OEG-INT-2-006.

e. Describe all assumptions or estimates that were used with regard to the
operation of the OVEC plants (peak hours, off~peak hours, etc.) in detenmining
the Energy Market Price.

£ Identify the forecast hourly OVEC generation quantities during the ESP
III period, if applicable.

RESPONSE

a. The Company objects to this request as it was previously asked and answered in OCC-INT-5-
094 pans bc.

b. The Company objects to this request as it was previously asked and answered in OCC-INT-3-
094 part e.

¢. The Company objects to this request as it was previously asked and answered in OCC INT-5-
093, partc.

d. The referenced Energy Market Price represents the monthly weighted average hourly market
prices weighted by hourly OVEC generation.

e. The Company objects to this requests as it was previously asked and answered in QCC-INT-5-
094 parts a,b,c and d.

f. See Competitively-Sensitive Confidential OCC INT-11-275.
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OHIO POWER COMPANY’S RESPONSE
THE OFFICE OF THE OHIO CONSUMERS® COUNSEL’S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-5S0 et al.
FIFTH SET

1 R ATORY

INT-5-090  Please refer to the response to OEG-INT-2-006 Confidential Attachment | and
describe in detail the information shown in this attachment, including:
a The source of the data and the manner in which it was determined. If the
data was developed through a computer model, identify the computer
model (including manufacturer, product model and serial number), and

provide all model inputs and assumptions.

b. Please state what the indicated prices represent, including the delivery
location.
c. Please identify the date the forecast was prepared and the person(s) who

was/were responsible for preparing the forecast.
d. Does the provided forecast represent all of the forecasts, including
preliminary, amended and revised forecasts, prepared or acquired by AEP
Ohio to estimate market prices for the indicated terms, as requested in
OEG-INT-2-006?
RESPONSE

a. The near-term market data (2014 through 2018) are based on forward market prices provided
by AEP's Commercial Operations group. Forward prices are retrieved from several different
exchanges (e.g.. NYMEX or 1CE) to create future price marks which are converted to hourly
prices using proprietary algorithms by AEP Commercial Operations. Longer-term prices (2019
through 2023) are based on a fundamental forecast prepared by AEP's Fundamental Analysis
Group. For a description of the model and inputs, refer to the response to question 95, part .,
this set.

b. ADHUB.

¢. The forecasts were prepared in August of 2013 by the Commercial Operations and
Fundamental Analysis Groups.

d. No.

Prepared by: William A. Allen
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OHIO POWER COMPANY’S RESPONSE
TO DIRECT ENERGY SERVICES LLC’s
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-880C et al,
FIRST SET

INTERROGATORY
INT-1-003  Referencing the newly proposed Power Purchase Agreement (“PPA™) Rider:

(@)  Witness Allen explains (at page 5, lines 7-11) that OVEC power
participation benefits and requirements would be included in the PPA rider and
that AEP Ohio will have the ability to allow the inclusion of additional PPAs or
similar products subsequently approved by the Commission in the rider (through
the ESP term), What “additional PPAs™ would AEP believe could be included in
the rider? Please also provide examples of “similar products” that AEP Ohio
would envision could be approved to be put into the rider,

(b) If the PPA rider as proposed for OVEC power had been in place for
calendar years 2011, 2012, and 2013, please provide the rider cailculation on a
mounthly basis for customers on Schedule RS, G8-1, GS-2, GS-3, and GS-4
customers.

(¢)  What does AEP Ohio expect the forward energy competitive price
projections over the next three years to be for the PPA rider?

RESPONSE

{a) The Company has not proposed any additional PPAs to be included in the PPA rider at this
time. As stated on page 8, lines 9-11, "the Company will bave the ability to petition the
Commission to allow the inclusion of additional PPAs (or similar products subsequently
approved by the Commission) in the PPA rider throughout the ESP term." Similar products
could be contracts or agreements for the purchase of capacity and energy.

(b) The Company has not performed the requested calculation.

(c) See the Company's response to OEG INT-2-006.



Attachment JFW-2
Page 7of 18
OHIO POWER COMPANY’S RESPONSE
TO OHIQ ENERGY GROUP'S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-880 et al.
EIGHTH SET

INTERROGATORY

INT-8-006  Please provide AEP Ohio’s latest forecast (or results from its latest modeling
efforts) of its expected portion of OVEC monthly generation {(in MWh) for 2014
and as far out as is available,

RESPONSE

The Company has not updated the forecast,

Prepared by: William A. Allen
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Page 8 of 18
OHIO POWER COMPANY’S RESPONSE

TO OHIO ENERGY GROUP’S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-S80 et al.
EIGHTH SET

INTERROGATORY

INT-8-007  Flease provide AEP Ohio’s latest forecast (or resuits from its latest modeling
efforts) of the expected energy-related revenues from providing its expected
portion of OVEC monthly generation into the PIM day-ahead market for 2014
and as far out as is available.

RE SE
See the Company's response to OEG INT-8-006.

Prepared by: William A. Allen
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OHIO POWER COMPANY'S RESPCONSE
TO OHIO ENERGY GROUP’S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL.-SSO et al.
EIGHTH SET

INTE GATOR

INT-8-008  Please provide AEP Ohio’s latest forecast (or results from its latest modeling
efforts) of the expected energy-related costs associated with ifs expected portion
of OVEC monthly generation for 2014 and as far out as is available. If possible,
please provide component details {e.g., fuel costs, variable O&M costs, start
costs, SO2 costs, CO2 costs, etc.).

RESPONSE
See the Company's response to OEG INT-8-006.

Prepared by: William A. Allen
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Page 10 of I8
OHIO POWER COMPANY’S RESPONSE

THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL’S
DISCOVERY REQUEST
PUCG CASE NO. 13-2385-EL-SSO et al.
SUPPLEMENTAL FIFTH SET

INTERROGATORY

INT-5-107  Please identify and break down the LMP price(s) available to OVEC for each
billing period to AEP-Ohio for the past 3 years,

RESPONSE

OCC INT-5-107 Attachment | displays Day Ahead LMP's by month for the last three years.
Two transactions point were utilized (OVEC & AEP Gen Hub). Each LMP price is broken
down by the following components: Congestion, Energy, & Loss. The amounts reflect a
monthly average price.

Prepared by: William A. Allen

SUP NTAL RESPONSE

The Company's previous response incorrectly displayed Real Time Prices for the 2013 AEP Gen
Hub transaction point. QCC INT-5-107 Supplemental Attachment | displays the correcied table
highlighted in yeliow.

Prepared by: William A. Allen



£9°EE 9R'T- TOLE ES'F-
iia74 T SOFE 0T
EL'TE £57 BL've Wi
A4 [N £SE 890
00'EE 99T~ 98 FE ore-
E6'0E XA i ZLEE SoT-
ot'or 8%~ 12314 BST-
EUEE S£T- 9179t T
61°gE 591 68°LE SOT-
PLOE 09°1- 26°8E 90
¥6'SE EL7T- 168 T
OL'TE 81 &7°5E ST
£2°0¢ 1A 68vE o5
T R iR WO Bie)

~dWIYQ -dWIva -dWvo -dwiva
WiOG UDIIESUREL GNH UBD 3V £107

v et L TOLE 5T
IEFE wE SOEE 98T~
5S'IE EgT- LLPE 6ET-
ET'ZE L9~ £5°PE e
96'0E LT 98'vE LTe-
£8'0E £3'T- ILEE LOT-
DE'5E e ¥5'5p £0'e-
OT'EE 95'7- 9198 or'T-
60°'GE 9T~ 68°LE Yo't
TL'9E oL’1- SEBE PSD-
{958 o1 TE'8E I
or'iE e sT°SE ZB1-
LA B8vE  orT
-dN1Ya ~dINIVGE ~dWIVA SN VQ
IOd UOIPDESURAL DIADQ EVOT
Lo abeg
1 wallusERY [Euaumiddng
201 LN
18§ WS 5000

OBS-13-GREE-EL ON &SR]
Aoy JaMod OREO

“s8elane ARIUOW B 193)J3) S84 E
JUIDg UORSeSURE] GNH U35 43V 18 $ d1 pesyy Aeq 7

1Mod Londesuel] JJALD I S, 4N peathy Aeq
vZOE BT TLTE L0 e 6Lt 697z 79
9T6e ITe- f6TE LI [=VE 4 T THiE oo
0E'tE we- LUBE STT- 6E'EE 1A O S9'vE 16¢-
61'Te a5t~ VFREE SED- 675t 6L T 080t g0
LT6E LT 68'1¢ 060~ ot €L 00'ge ERC-
£U6L oLt Fat -t 3 08t 1£8e s0g- 6Ty 85°1-
paLE 8T 8351 1T ISy X8 9T4s L&y
L8 a8t G8'LE LET- Ty v ey DS -
6067 FOE- o i} 1Tr'o sL0v 60°T- £eEy B89°0-
AWLL Pt S08¢ sZa 679t 657 EOr 96'I-
EVLL LET- £L8e £00 8ISk 0 i S8'6E Lt
6182 8T 6iroe 250 bErE I9e- DEZY £
yEOE 6T S0'FE 180 St'RE 16't- [473 L
s sioy Afisug  udpsesucs NG e K wopsedien
~dWIY0 -dAYa -dWIVG -dWIva -dWNIVd -~4WNIVYa ~dNTVQ - dWVG

104 GoHIeSULE] qRH YIS J3V TR0 WD VORIASURIE QRH L3O 3V TTCT

6862 e L7 oLo- 85°9¢ e 69TV 6LT-

0682 Tt FIgi3 0 0 e [f42 TFEE WO

SO'9E 9L LTBE 5.0 SU'EE 08'1- SIYE 0z'o

ETTE 581 YOEE 10 ov'pe 12 089t 600

£6'8Z 9571~ 68°1E 001 8eTE or'e- 00'8E ur

S5'EL SyE- Ly ds €81 04’28 Gl g 9E"ZY TA

18°9€ £TE- 95 TH 5T 1391 i5's 9r'4s s

8647 91'7- 68'TE sL1- S56E 967 [dsy: 1 155

99'87 12T Z0'0E 91’0 |7'6E £9'7- EbEY 051-

90°97 55°T- 50'82 L10 189S ar'¢- reor L8T1-

sk 0s'1- £4'82 T beYE PS'E- SE'6E 85~

808 vrZ- 6¥'0F Lo s ve 60°0- ofTy 59°E-

8667 9c'2- 90°€€ o £Z'6E 9g's- EVS EEOL-

T s’ eS0T UAMAuy wofsaBey 00 wapg  ssoy Afssug  uopseSuony

-dANVa -dWIVa -dNIVG  -diNIVd ~dNIYG -dWIVC -dWNIVD - dINI VO
Jng uogaEsURL JIAO ZYOY JUJOg uoRZeSUeI) SN0 TIOZ
81 Jo 1} adeg

T-MAr JuswyOERY

310N

.M.J#.
BT T4
AGHN
»o
dag
any
nr
unp
Aepy
My
e
g3
uer

Bay
R
AON

das,
Bny
Inf
unf
Aewy
ady
Jepy
q=d
uer



Attachment JFW-2
Page 12 of 18
OHIOC POWER COMPANY’S RESPONSE
TO INDUSTRIAL ENERGY USERS-OHIO*'S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-880 et al.
SECOND SET

INTERROGATORY

INT-2-014  Identify all ancillary services revenue AEP-Ohio received related to OVEC in
2012,

RESPONSE

AEP-Ohio does not receive ancillary services revenus related to OVEC.

Prepared by: William A. Allen



Attachment JFW-2
Page 13 of 18
OH1Q POWER COMPANY’S RESPONSE
TO INDUSTRIAL ENERGY USERS-OHIO'S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-SSO et al.
SECOND SET

INTERROGATORY

INT-2-015  Identify all ancillary services revenue AEP-Chio received related to OVEC in
2013,

RESPONSE
Please see the Company's response to [EU INT-2-014,

Prepared by: William A. Allen
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OHIO POWER COMPANY’S RESPONSE
TO INDUSTRIAL ENERGY USERS-OHIO'S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-880 et al.
SECOND SET

INTE GATORY
INT-2-003  Identify AEP-Ohio’s current power participation ratio in OVEC.
RESPONSE

As indicated at page 9, lines 11-12 of the testimony of Company witness Allen, "Chio Power
Company has a 19.93% share of the OVEC power participation benefits and requirements.”

Prepared by: William A, Allen
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OHIO POWER COMPANY'S RESPONSE
TO INDUSTRIAL ENERGY USERS-OHIO'S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-880 et al,
SECOND SET

INTERROGATORY

INT-2-020  Identify OVEC’s kilowatt hour output for 2012 ailocable to AEP-Ohio (in
accordance with AEP-Ohio’s power participation ratio).

RESPONSE
OVEC’s kilowatt hour output for 2012 received by Ohio Power Company was 1,952,385kWh,

Prepared by: William A, Allen
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OHIO POWER COMPANY’S RESPONSE
TO INDUSTRIAL ENERGY USERS-OHIO’S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-8SO et al.
SECOND SET

INTERROGATORY

INT-2-4021  [dentify QVEC’s kilowatt hour output for 2013 allocable to AEP-Ohio (in
accordance with AEP-Ohio's power participation ratio).

RESPONSE
OVEC's kilowatt hour output for 2013 received by Ohio Power Company was 1,985,352kWh.

Prepared by: William A. Allen
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OHIO POWER COMPANY’S RESPONSE
THE OFFICE OF THE OHIO CONSUMERS® COUNSEL'S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-8SO et al.
SIXTH SET

INTERROGATORY

INT-6-114  Re: Response to [EU-2-001: The forecast reflects a large increase in output
(OVEC Energy GWH) in the summer months in 2016 compared to 2015. Explain
the basis for the forecasted increase in summer generation.

RESPONSE

As shown in IEU INT-2-001Confidential Attachment 1, the forecasted average market price for
energy increased about $4.54/MWh from the summer of 2015 to the summer of 2016, while the
forecasted OVEC energy price increased only $0.95/MWh. Thus, the forecasted relative energy
price position of OVEC would be more favorable.

Prepared by: William A, Allen
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OHIO POWER COMPANY"S RESPONSE
THE OFFICE OF THE OHIO CONSUMERS® COUNSEL’S
DISCOVERY REQUEST
PUCO CASE NO. 13-2385-EL-S80 et al,
FIFTH SET

INTERROGATORY

INT-5-111  Re: Allen testimony p. 10, lines 6-7: Describe in detail how OPC will sell the

OVEC entitlement into the “PJM market.”

a. Will the energy be offered into the day-ahead or real-time markets?

b. State whether any transmission or transmission rights are associated
with the entitlement, and the delivery points at which the entitlement will
be sold.

c. If specific plans do not yet exist for selling the OVEC entitlement,
state the basis upon which the strategy for selling the entitlements will be
determined.

RESPONSE

a. It is OPC's expectation that the OVEC entitlement will generaily be offered into PIM's day-
ahead market.

b. No.
c. Please see the Company's response to part 'a'.

Prepared by: William A. Allen
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