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BEFORE
THE PUBLIC UTILITIES COMMISSION OF OHIO
DIRECT TESTIMONY OF
WILLIAM A. ALLEN
ON BEHALF OF
OHIO POWER COMPANY

PERSONAL DATA

Q.

A

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is William A. Allen, and my business address is 1 Riverside Plaza, Columbus,
Ohio 43215.
BY WHOM ARE YOU EMPLOYED AND WHAT IS YOUR POSITION?
| am employed by the American Electric Power Service Corporation (AEPSC) as Managing
Director of Regulatory Case Management. AEPSC supplies engineering, financing,
accounting, and planning and advisory services to the electric operating companies of the
American Electric Power System, one of which is Ohio Power Company (“OPCo,”
“Company,” or “AEP Ohio”).
WOULD YOU PLEASE DESCRIBE YOUR EDUCATIONAL AND
PROFESSIONAL BACKGROUND?
Yes. | received a Bachelor of Science in Nuclear Engineering from the University of
Cincinnati in 1996 and a Master of Business Administration from the Ohio State University
in 2004.

I was employed by AEPSC beginning in 1992 as a Co-op Engineer in the Nuclear
Fuels, Safety and Analysis department and upon completing my degree in 1996 was hired
on a permanent basis in the Nuclear Fuel section of the same department. In January 1997,

the Nuclear Fuel section became a part of Indiana Michigan Power Company (I&M) due to
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a corporate restructuring. In 1999, I transferred to the Business Planning section of the
Nuclear Generation Group as a Financial Analyst. In 2000, I transferred back to AEPSC
into the Regulatory Pricing and Analysis section as a Regulatory Consultant. In 2003, |
transferred into the Corporate Financial Forecasting department as a Senior Financial
Analyst. In 2007, |1 was promoted to the position of Director of Operating Company
Forecasts. In that role, 1 was primarily responsible for the supervision of the financial
forecasting and analysis of the AEP System’s operating companies, including AEP Ohio.
In 2010, I transferred to the Regulatory Services Department as Director of Regulatory Case
Management. | was named to my current position in January 2013.

WHAT ARE YOUR RESPONSIBILITIES AS MANAGING DIRECTOR OF
REGULATORY CASE MANAGEMENT?

I am primarily responsible for the supervision, oversight and preparation of major filings
with state utility commissions and the Federal Energy Regulatory Commission (FERC).
HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN ANY REGULATORY
PROCEEDINGS?

Yes. | have previously testified before the Public Utilities Commission of Ohio
(Commission) on behalf of AEP Ohio. | have also submitted testimony or testified before
the Michigan Public Service Commission, the Indiana Utility Regulatory Commission, the
West Virginia Public Service Commission and the Virginia State Corporation Commission
on behalf of various other electric operating companies of the American Electric Power

system.
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Q.

A.

Q.

A

WHAT IS THE PURPOSE OF YOUR TESTIMONY?
The purpose of my testimony is to 1) summarize the Purchased Power Agreement (PPA)
Rider that was proposed by the Company in its Electricity Security Plan filed in case nos.
13-2385-EL-SSO and 13-2386-EL-AAM (ESP Il1I); 2) explain how the additional PPA
identified in this proceeding would be incorporated into the PPA Rider; 3) address the
economic benefits to the state of Ohio associated with the units included in this PPA; 4)
discuss the transmission requirement if the plants included in this PPA would close and the
associated customer costs; and, 5) identify the customer rate impacts from this PPA being
added to the PPA rider.
ARE YOU SPONSORING ANY EXHIBITS?
Yes. | am sponsoring the following exhibits:

Exhibit WAA-1 Calculation of PPA Rider Credit/(Charge)

Exhibit WAA-2 Economic Benefits of PPA Units

PPA RIDER

Q.

CAN YOU DESCRIBE THE PPA RIDER PROPOSED BY THE COMPANY IN ITS
ESP 111 FILING?

The Company’s PPA Rider, as proposed in the Company’s ESP Il proceeding, is designed
to stabilize customer rates by providing a hedge against market volatility. The Company
initially proposed that its OVEC power participation benefits and requirements be included
in the PPA Rider. Under the proposed PPA rider mechanism, the Company has 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. At

the time of the filing of ESP IlI, the Company had not identified any additional PPAs to
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include in the PPA Rider. As proposed, the PPA Rider should rise and fall in a manner that
is counter to the market and as such will increase rate stability for customers. During any
given time period, the PPA Rider could be a charge or credit on customer bills.

IS THE COMPANY PROPOSING TO INCLUDE ADDITIONAL PPAS OR
SIMILAR PRODUCTS IN THE PPA RIDER AT THIS TIME?

Yes. The primary purpose of this proceeding is to seek Commission approval of AEP
Ohio’s proposal to include an additional PPA associated with several Ohio generating plants
in the PPA Rider.

PLEASE DESCRIBE HOW THE CAPACITY, ENERGY, AND ANCILLARIES,
ASSOCIATED WITH THIS PPAWILL BE TREATED BY AEP OHIO.

AEP Ohio will bid each of these generation-related items — capacity, energy, and ancillaries
— into the PJM market. All of the revenues that the Company obtains from the sale of these
generation-related elements will be used to offset the costs billed to the Company.

WILL THE COMPANY’S PROPOSED TREATMENT OF THIS PPA HAVE ANY
IMPACT ON THE AUCTIONS TO SERVE SSO LOAD?

No. As with the proposed treatment of the Company’s OVEC entitlement, none of the
energy or capacity associated with this PPA will be bid into the auction or used to offset any
of the SSO load included in the auction. The energy, capacity and ancillaries associated
with this PPA will simply be sold into the PJM market. This along with the nonbypassable
nature of the PPA Rider, will ensure that this element of the Company’s proposed ESP will
have no adverse impact on the SSO auction or the ability of Competitive Retail Electric

Service (CRES) providers to compete for customers on a level playing field. This proposal



10

11

12

13

14

15

16

17

18

19

20

21

22

allows customers to take advantage of market opportunities while providing added price
stability.

IN THE COMPANY’S RECENT ESP 111 PROCEEDING, IT WAS THE POSITION
OF OTHER PARTIES THAT THERE ARE BETTER METHODS TO ADDRESS
MARKET VOLATILITY SUCH AS LONG-TERM/FIXED PRICED CRES
OFFERS. WHAT IS THE COMPANY’S POSITION ON THOSE ISSUES IN
CONNECTION WITH THIS CASE?

While it is theoretically possible that a competitive supplier could offer long-term stable
offers, the fact is that they do not currently do so. In my ESP Il rebuttal testimony, | used
June 2013 and June 2014 data from the Commission’s Apples-to-Apples web page to
review the current CRES offerings to residential customers across all six Ohio Electric
Distribution Utilities (EDUSs). This data demonstrated that CRES providers are not offering
long term stable offers. The short-term nature of these contracts results in customers
needing to sign new contracts on a regular basis which creates volatility for customers as
they transition from one contract to another. My review of CRES offerings of comparable
terms confirmed that significant volatility in the form of generation rate changes over
periods as short as 12-months exists.

The risk of shopping customers seeing significant price volatility is exacerbated by
the fact that many CRES contracts for residential customers include a rollover provision that
automatically enrolls the customer in a new market-based variable rate plan or a fixed rate
plan absent action by the customer. Unless the customer takes proactive action, a new and

potentially higher rate unilaterally charged by the CRES provider will automatically apply.
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Q. PLEASE DISCUSS WHY THE NONBYPASSABLE NATURE OF THE PPA RIDER

IS IMPORTANT.

It is expected that as market prices change, the PPA Rider will be a credit on customer bills
at times and a charge at other times. If the PPA Rider were bypassable, it would have the
effect of encouraging customers to take service under the SSO when it is a credit and to take
service from a CRES when it is a charge. This could increase migration to and from the
SSO, which conceptually would increase the risk premium that auction participants would
include in their offers.

DO YOU EXPECT THAT THE PPA RIDER WILL PROVIDE A BENEFIT TO
CUSTOMERS IN THE SHORT- AND LONG-TERM?

Yes. The primary function of the PPA Rider is to provide added price stability for
customers through the ESP Il period. If market prices remain low in the 2015/2016
planning year, the PPA Rider would be a net charge to customers, and if market prices
increase over the remainder of the ESP period, the PPA Rider could be a net credit to
customers. Over the long-term, if the PJIM capacity market recovers to a sustainable level
or energy prices increase to compensate, as | expect they will, the revenues received
associated with this PPA should exceed the costs.

HAVE YOU PROVIDED AN EXHIBIT THAT DETAILS HOW THE REVENUES
AND EXPENSES ASSOCIATED WITH THIS PPA WILL BE NETTED TO
DEVELOP THE ULTIMATE CHARGE OR CREDIT THAT WILL BE INCLUDED
IN CUSTOMER BILLS?

Yes. Exhibit WAA-1 provides a detailed calculation of how the PPA Rider net credit or

charge will be developed.
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HOW OFTEN ARE YOU PROPOSING THAT THE PPA RIDER BE UPDATED?
The Company originally proposed an annual true-up of the PPA Rider in the ESP Il filing,
however, the Company indicated during the proceedings that it is open to updating the rider
on a quarterly basis. This response remains the same for the PPA Rider after inclusion of
the additional PPA proposed in this proceeding.

WILL THE REVENUES AND EXPENSES ASSOCIATED WITH THIS
ADDITIONAL PPA PROPOSED TO BE INCLUDED IN THE PPA RIDER BE
INCLUDED IN THE OVER/UNDER COMPONENT OF THE PPA RIDER
MECHANISM?

Yes. Consistent with the Company’s proposal in the ESP 111 proceeding, the PPA rider will
include an over/under component to true up the forecasted revenues and expenses to the

actual revenues and expenses.

ECONOMIC BENEFITS

Q. HAS THE COMPANY ESTIMATED THE ECONOMIC BENEFITS TO THE

ECONOMY OF THE STATE OF OHIO FROM THE GENERATING UNITS
INCLUDED IN THIS PPA?

Yes, the plants proposed in this PPA provide substantial benefits to Ohio’s economy. In
addition to the benefit of over $100 million annually provided by the OVEC units, the
plants included in this PPA provide an annual economic benefit to the state in excess of
$550 million from electricity production based on economic analysis performed by the
Company which is included as Exhibit WAA-2. These plants directly employ over 1,100
individuals with associated mining employment of over 600 individuals. The total impact

to the state, including direct and related workers, exceeds 4,600 jobs.
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ARE THERE ANY OTHER WAYS IN WHICH THIS PPA COULD PROVIDE
ECONOMIC DEVELOPMENT BENEFITS TO THE STATE OF OHIO?

Yes. While the Company is proposing that all of the energy from this PPA be liquidated
into the PJM market, the Company could use the costs from this PPA as a basis to price
contracts with specific economic development customers that could benefit from a more
stable price. The customer would still be served by the SSO auction but the discount from
the tariff rate that they receive could be based upon the costs of the PPA. Any revenues
received from these economic development customers could be used as an offset to the cost
of the PPA in the same manner that market revenues are used to offset the cost of the PPA.
I have been advised by Counsel that this type of structure could be used under the Special

Arrangement provision of section R.C. 4905.31 of the Ohio Code.

TRANSMISSION REVENUE REQUIREMENT

Q. ARE THERE OTHER COSTS THAT CUSTOMERS IN OHIO WOULD INCUR IF

THESE UNITS WERE TO RETIRE PREMATURELY?

Yes. As Company witness Bradish describes, the premature retirement of the units included
in this PPA would result in transmission reliability issues. To mitigate these impacts, AEP
would need to modify and upgrade its transmission system in Ohio and surrounding states at
a cost of approximately $1.6 billion. The annual revenue requirement associated with these
transmission upgrades would be approximately $300 million of which $86 million would be
assigned to customers of AEP Ohio. Based upon the projected retail sales of AEP Ohio,

this annual revenue requirement would increase customer rates by approximately $2/MWh.
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CUSTOMER RATE IMPACT

Q. WHAT WOULD THE INITIAL IMPACT ON CUSTOMER’S BILLS WITH THE
INCLUSION OF THIS ADDITIONAL PPA INTO THE PPA RIDER?

A. Based on the forecasted revenues and expenses provided by Company witness Pearce,
customers would see an initial rate under the PPA Rider of $2.13/MWh — $0.15/MWh
associated with OVEC" and $1.98/MWh associated with this PPA. The addition of this
PPA into the PPA Rider is projected to provide an incremental customer benefit of $224M
through the forecast period (2024). The PPA rider, when combined with the projected rate
decreases from the Company’s ESP 11l proposal?, would result in a net decrease for a
typical residential customer served under the Company’s Standard Service Offer using
1,000 kWh ranging from approximately $4 to $9 per month.

Q. DOES THIS CONCLUDE YOUR PRE-FILED DIRECT TESTIMONY?

A. Yes, it does.

! Case No. 13-2385-EL-SSO AEP Ohio Exhibits 8A and B.
2 Case No. 13-2385-EL-SSO AEP Ohio Exhibit 12, Page 6.

9
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Exhibit WAA-1

Calculation of PPA Rider Credit/(Charge)

Description

Capacity Revenues
Energy Revenues
Ancillary Service Revenues

Total Revenues

Demand Charges
Energy Charges
Related Transmission/PJM Charges

Total Expenses

Net PPA Rider Credit/(Charge)

Amount

&+ ‘9—'} &+ &+

&+ ‘9—'} &+ &+

F”
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Economic Benefits of AEPGR PPA Plants

Executive Summary

AEP Ohio has proposed adding certain sub-critical units to its proposed AEPGR PPA Rider.
This rider will benefit both shopping customers and SSO customers by stabilizing rates. This
will be the most direct benefit availed to Ohio. AEP Generation Resources has plans to close
previously announced plants. The sub-critical units in the proposed PPA Rider were not
included in those plans. However, there is no assurance that they will continue to operate. The
proposed PPA Rider would provide more long-term certainty for these plants. The plants not
only provide electricity for Ohio customers, it provides economic benefits to the local areas
where the plants are sited and to the State of Ohio as a whole. The plants included in the
AEPGR PPA Rider employ 1,147 workers and provide $86.2 million of direct income. The total
employment effect on the combined regions and the state is 1,734 and 3,040, respectively.
Likewise, the total income effect on the combined regions and the state is $109.4 million and
$173.5 million, respectively. These plants consumed 5,451,000 tons of Ohio in 2013, which has
a value of $293 million. The coal consumed by these plants reflects about 20 per cent of Ohio’s
total production. There were 604 miners employed to produce that coal and they received wages
of $45.2 million. The total impact to the state from the mining activity was 1,600 workers and
$91.2 of income. In addition to employment and income impacts on the state, nearly $9 million
of property taxes were paid the AEP Generation Resources for these plants. Not only does AEP
Generation Resources plants provide many benefits to the state, it directly or indirectly has a
positive economic impact on regions of the state that have higher unemployment and lower
average income than the Ohio in aggregate, i.e., the regions where the AEP Generation
Resources facilities are located and the coalfields.

In summation, the AEP Generation power plants included in the proposed PPA Rider provide
significant benefits in terms of employment and earnings in their regions and the state. Also, the
Ohio produced coal consumed by plants provided significant income to the producers, as well as
the number of coal mining jobs associated with that production. The electricity production and
coal used in the generation both add to Ohio’s gross state product.
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Background

In December 2013, Ohio Power Company (AEP Ohio) filed an Application to initiate certain
cases and proposed an Electric Security Plan (ESP). As part of its ESP, the Company proposed a
Power Purchase Agreement Rider (PPA Rider). The Company’s proposal is aimed at stabilizing
rates for both shopping customers and standard service offer (SSO) customers alike.

The PPA Rider in the December filing only included the Company’s Ohio Valley Electric
Corporation (OVEC) contractual entitlement. However, the ESP Application noted that its
proposal would enable the Company to petition the Commission to allow the inclusion of
additional PPAs (or similar products) in the PPA Rider. In April 2014, the Company announced
intentions to present a new PPA for inclusion in the PPA Rider as part of a separate case. The
new PPA would be between AEP Ohio and AEP Generation Resources, Inc. (AEPGR), with a
separate Application being filed and allowing the Commission to consider AEPGR PPA in
parallel with the pending ESP case.

The weather events experienced in the winter of 2013/14 have provided an early warning about
serious issues with electric supply and reliability, especially as it relates to generation resources
in Ohio as compared to electric load in Ohio. While the AEPGR PPA will not avoid closure of
units already planned for retirement in 2015, it would incorporate a long-term solution for other
Ohio coal plants with economic characteristics that may not justify continued operation under
current short-term market conditions but would be economically viable under a long-term view,
particularly with a stabilized revenue stream to enable a long-term view of operational decisions.
Importantly, the AEPGR PPA would help begin to address the current prospects faced by Ohio
of being a perpetual importer of power and a taker of volatile market prices in the future.
Among other things, those bleak prospects could undermine Ohio’s economy not only for large
industrial customers but for all commercial and residential customers.

The AEPGR PPA would include certain sub-critical units in the AEP GR fleet of generating
units. More specifically, it would include all or parts of Cardinal, Conesville, Stuart and Zimmer
Plants.

Cardinal Plant

The Cardinal Plant is located in Brilliant, Ohio (Jefferson County). It is comprised of three units.
Units 1 and 2 were brought into service in 1967, with Unit 3 being brought into service in 1977.
Units 1 and 2 have generating capacity of 590 MW, while Unit 3 has a generating capacity of
620. AEP Generation Resources owns Unit 1 and Buckeye Power owns Units 2 and 3. AEP
Generation Resources operates the facility on behalf of all the owners. Cardinal Unit 1 will be
included in the proposed AEPGR PPA and it had approximately 350 employees in 2013. It
generated approximately 3,600,000 MWh of electricity in 2013 and used approximately
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1,400,000 tons of Ohio produced coal. The property taxes for Cardinal Unitl were
approximately $1,800,000 in 2013.

Conesville Plant

The Conesville Plant is located in Conesville, Ohio (Coshocton County). It is comprised of three
units. Unit 4 was brought into service in 1973, Unit 5 was brought into service in 1976 and Unit
6 was brought into service in 1978. Unit 4 has a generating capacity of 780 MW and Units 5 and
6 have generating capacities of 405 MW. All units are owned by AEP Generation Resources and
they will be included in the AEPGR PPA. The plant had approximately 260 employees in 2013.
Conesville Plant generated approximately 4,700,000 MWh of electricity and used approximately
2,800,000 tons of Ohio produced coal. Property taxes paid for the Conesville Plant were
approximately $3,100,000 in 2013.

Stuart Plant

The Stuart Plan is located in Aberdeen, Ohio (Brown County). It is comprised of four units. Unit
1 was brought into service in 1971, Unit 2 was brought into service in 1970, Unit 3 was brought
into service in 1972 and Unit 4 was brought into service in 1974. The plant has a total capacity
of 2,334 MW. The plant is a joint venture of AEP Generation Resources, Duke Energy and
Dayton Power and Light. AEP Generation Resources owns 26 percent of the facility
(approximately 677 MW) and its share would be included in the AEPGR PPA. Duke Energy
owns 39 percent of the plant. Dayton Power & Light owns the remaining 35 percent and
operates the facility. The Stuart Plant employs approximately 375 workers. AEP Generation
Resources share of the energy generated by the plant was approximately 3,500,000 MWh in
2013. AEP Generation Resources was responsible for $1,600,000 in Ohio property taxes.

Zimmer Plant

The Zimmer Plant is sited in Moscow, Ohio (Clermont County). The plant has one unit. The
facility was brought into service in 1991 and it has a capacity of 1,300 MW. The plant is a joint
venture of AEP Generation Resources, Duke Energy and Dayton Power & Light. AEP
Generation owns 25.4 per cent of the facility (approximately 330 MW) and its share would be
included in the AEPGR PPA. Duke Energy owns 46.5 percent of the plant and operates the
facility. Dayton Power & Light owns the remaining 28.1 per cent. The Zimmer Plant has
approximately 160 employees. AEP Generation Resources share of the energy generated by the
plant was approximately 2,300,000 MWh in 2013. The Zimmer Plant used approximately
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1,300,000 tons of Ohio in 2013. AEP Generation Resources was responsible for about
$2,300,000 in Ohio property taxes in 2013.

Cardinal Region

The Cardinal Plant is physically located in Jefferson County in eastern Ohio. For the purposes of
this study, the surrounding counties of Belmont, Carroll, Columbiana and Harrison will be
included in the Cardinal Region. A map of this study area is included in Exhibit 1. These
counties are in close proximity and have similar economic underpinnings.

The Cardinal Region had a population of approximately 289,000 in 2012. Population in the
region declined at an average 0.3 per cent per year from the 2000 Census of the Population.
Exhibit 2 provides population by county and region for 2000 through 2012. The unemployment
rate for the region was approximately 8.4 per cent in 2013. Jefferson County, where the Cardinal
Plant is sited, had an unemployment rate of 10.2 per cent in 2013. Exhibit 3 provides
unemployment rates for 2000 through 2013 by county and region.

Personal income was $9.3 billion for the Cardinal Region in 2012. Exhibit 4 provides personal
income by region and county for 2000 through 2012. The region’s annual income per capita was
$32,300. Exhibit 5 provides personal income per capita by region and county between 2000 and
2012,

The Cardinal Region had wage and salary employment of 88,600 in 2012. Exhibit 6 provides
Cardinal Region employment by region and county. Employment in the region has declined at an
average annual rate of 1.0 per cent per year since 2000. In addition, employment remains 7.6 per
cent below the pre-recession level in 2007. The wage and salary disbursement in the region were
$3.2 billion in 2012 and average wages were approximately $35,600 per worker. Wage and
salary disbursements by county and region are provided on Exhibit 7. While, Exhibit 8 presents
average wages per employee by county and region.

Conesville Region

The Conesville Plant is physically located in Coshocton County in central Ohio. For the
purposes of this study, the surrounding counties of Guernsey, Holmes, Knox, Licking,
Muskingum and Tuscarawas will be included in the Conesville Region. A map of this study area
is included in Exhibit 1. These counties are in close proximity and have similar economic
underpinnings.

Population in the Conesville Region was approximately 526,000 in 2012. Population in the
region increased at an average annual rate of 0.5 per cent since the 2000 Census of the
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Population. Exhibit 9 presents the population by county and region between 2000 and 2012.
The unemployment rate for the region was 7.4 percent in 2013. Coshocton County, the home
county of the Conesville Plant, had an unemployment rate of 9.6 per cent. Exhibit 10 provides
unemployment rates by county and region for 2000 through 2013.

Conesville Region’s personal income was approximately $18.3 million in 2012. Exhibit 11
presents personal income by county and region for 2000 through 2012. The region had an
income per capita of $34,750 in 2012. County and regional income per capita for 2000 through
2012 is provided on Exhibit 12.

Wage and salary employment in the region was approximately 188,000 in 2012. Exhibit 13
provides wage and salary employment for the Conesville Region for 2000 through 2012.
Regional employment has declined at an average annual rate of 0.9 per cent since 2000.
Employment remains 3.3 per cent below pre-recession levels. Conesville Region wage and
salary disbursements were approximately $7.0 billion in 2012 and average wages were
approximately $37,200. Exhibit 14 and Exhibit 15 present county and region wage and salary
disbursements and average wages, respectively.

Stuart-Zimmer Region

The Stuart Plant is physically located in Brown County and the Zimmer Plant is sited in
Clermont County. These plants are located in contiguous counties and for this study, they will
be included in the combined Stuart-Zimmer Region. For the purpose of analysis in this study,
the surrounding counties of Adams, Clinton and Highland are included in the Stuart-Zimmer
Region. A map of this study area is included in Exhibit 1. These counties are in close proximity
and have similar economic underpinnings.

The Stuart-Zimmer region had a population of approximately 356,700 in 2012. Population in the
region increased at an average annual rate of 0.7 per cent between 2000 and 2012. Exhibit 16
provides county and region population since 2000. It is worth noting that population growth for
the region is strongly influenced by the growth in Clermont County, which benefits from its
close proximity to Cincinnati. The unemployment rate for the Stuart-Zimmer Region was 8.1
per cent in 2013. Exhibit 17 presents unemployment rates by county and region for 2000
through 2013.

Personal income for the Stuart-Zimmer Region was approximately $12.5 billion in 2012.
Exhibit 18 provides personal income by county and region for 2000 through 2012. Income per
capita for the region was approximately $35,000 in 2012. Personal income per capita by county
and region are provided on Exhibit 19.
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The Stuart-Zimmer Region had wage and salary employment of approximately 97,000 in 2012.
Exhibit 20 presents county and region employment for 2000 through 2012. Regional
employment declined at an average annual rate of 0.7 per cent from 2000 through 2012.
Employment in 2012 remained 15.7 per cent below the pre-recession levels. Stuart-Zimmer
Region wage and salary disbursement were approximately $3.9 billion in 2012 and average
wages were approximately $39,900. Exhibit 21 and Exhibit 22 provide county and region wage
and salary disbursements and average wages, respectively.

Combined Study Region

The Combined Study Region is comprised of Cardinal Region, Conesville Region and Stuart-
Zimmer Region. The Combined Study Region reflects the area that benefits the most by the
existence of the power plants included in the AEPGR PPA.

The Combined Study Region had a population of approximately 1,200,000 in 2012. Population
for the combined region grew at an average annual rate of 0.4 per cent between 2000 and 2012.
In comparison, the State of Ohio’s population grew at annual rate of 0.1 per cent over this period
and the United States population expanded at a rate of 0.9 per cent per year. The Cardinal
Region lagged both the U.S and Ohio in population growth. The Conesville Region and Stuart-
Zimmer Region population growth exceeded Ohio and lagged the U.S. Exhibit 23 provides a
comparison of population for the various groupings for 2000 through 2012. The unemployment
rate for the combined region was 7.8 per cent in 2013. In comparison, the State of Ohio and the
United States both had unemployment rates of 7.4 per cent. The Cardinal Region and Stuart-
Zimmer Region lagged Ohio and the U.S. and both exceeded 8.0 per cent. The Conesville
Region’s unemployment rate was the same as Ohio and the U.S. Unemployment rate
comparisons are provided on Exhibit 24.

Personal income for the Combined Study Region was approximately $40.1 billion in 2012. The
per capita income for the Combined Study Region was approximately $34,200 in 2012. In
comparison, income per capita for the State of Ohio and the United States were $40,100 and
$43,700, respectively. Each of regions trailed Ohio and the U.S. in per capita income. Exhibit
25 and Exhibit 26 provided personal income and per capita personal income comparisons,
respectively.

Wage and Salary employment for the Combined Study Region was approximately 373,700 in
2012. Employment in the region declined at an average annual rate of 0.9 per cent between 2000
and 2012. In comparison, employment for Ohio declined by 0.7 per cent per year and the U.S.
employment increased at an average annual rate 0.1 per cent. Each of the regions trailed the U.S
in employment growth. The Cardinal Region and the Conesville Region both exceeded Ohio in
employment decline and the Stuart-Zimmer Region was the same as Ohio in employment
decline. Employment comparisons are provided on Exhibit 27. Wage and salary disbursements
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and average wages for the Combined Study Region were $14.0 billion and $37,500 in 2012,
respectively. In comparison, Ohio and the U.S. average wages were $46,100 and $51,600,
respectively. All regions lag Ohio and the U.S. in average wages. Exhibit 28 and Exhibit 29
provide comparisons of wage and salary disbursements and average wages, respectively.

Economic Impact Methodology

Economic base theory was used to develop impact multipliers in this study. This theory divides
the local economy into two sectors. The basic sector drives growth in the local economy and is
dependent upon external factors and exports goods and services from the region. The non-basic
sector is driven by local business activity and primarily serves customers in the region. Location
quotients are one method to determine basic and non-basic sectors. The location quotient
measures the relative intensity of a sector in a region or a state versus the nation. Those sectors
with location quotients greater than one were included in the basic sector. See Exhibit 30 for a
discussion and citations related to economic base multipliers and location quotients. The direct
impact of the converted plant is measured as the employment or output of the facility. The total
impact is the direct impact multiplied by the economic base multiplier. The economic impacts
have been estimated for both short and long term impacts to the region and state.

Economic Impacts of the Cardinal Plant

In 2013, the Cardinal Plant employed 353 workers. This level of employment has a total impact
on the Cardinal Region and the state of 495 and 935 workers, respectively. It is estimated that
the Cardinal Plant employees had an aggregate income of approximately $25,133,600. The total
effect on income is estimated to be $31,704,699 and $51,972,896 for the Cardinal Region and
the State of Ohio, respectively. Exhibit 31 provides the derivation the economic benefits of the
Cardinal Plant.

Economic Impacts of the Conesville Plant

The Conesville Plant had 259 employees in 2013. This employment has a total impact on the
Conesville Region and the state of 369 and 686 employees, respectively. It is estimated that the
Conesville Plant employees had an aggregate income of approximately $18,544,000. The total
income effect is estimated to $22,619,154 and $38,236,688 for the Conesville Region and Ohio,
respectively. The economic impacts of the Conesville plant are provided on Exhibit 32.
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Economic Impacts of the Stuart and Zimmer Plants

The Stuart and Zimmer plants had a combined 535 employment in 2013. This employment has a
total impact on the Stuart-Zimmer Region and the state of 871 and 1,418 workers, respectively.
It is estimated that the Stuart and Zimmer plants had an aggregate income of approximately
$42,564,600. The total effect on income is estimated to be $55,060,704 and $83,241,720 for the
Stuart-Zimmer Region and Ohio, respectively. Exhibit 33 provides the derivation the economic
benefits of the Stuart and Zimmer Plants.

Economic Impacts of the Combined Plants

The combined plants employed 1,147 workers in 2013. This employment has a total impact on
the Combined Study Region and Ohio of 1,734 and 3,040 employees, respectively. The
aggregate income of the employees at the combined plants was approximately $86,242,600. The
total effect on income is estimated to be $109,384,557 and $173,451,304, respectively. Exhibit
34 provides a table of the economic benefits to each region and the combined region.

Economic Impacts of Cardinal Coal Use

Cardinal Unit 1 used approximately 1,400,000 tons of Ohio produced coal in 2013 and the coal
had a value of $63,826,000. The coal production supports 155 workers. This number of coal
related workers has a total impact on the state of 411 employees. The coal miners are estimated
to have a total income of $11.6 million and total income effect on the state is estimated to be
$23.4 million. The Cardinal coal use impact analysis is provided in Exhibit 35.

Economic Impacts of Conesville Coal Use

Conesville Plant used approximately 2,784,000 tons of Ohio produced coal in 2013 and the coal
had a value of $167,931,000. The coal production supports 308employees. This number of coal
related workers has a total impact on the state of 817 workers. The coal miners are estimated to
have a total income of $23.1 million and total income effect on the state is estimated to be $46.6
million. The Conesville coal use impact analysis is provided in Exhibit 36.
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Economic Impacts of Stuart and Zimmer Coal Use

Stuart and Zimmer Plants used approximately 1,267,000 tons of Ohio produced coal in 2013 and
the coal had a value of $61,095,000. The coal production supports 140 workers. This number of
coal related workers has a total impact on the state of 372 workers. The coal miners are
estimated to have a total income of $10.5 million and total income effect on the state is estimated
to be $21.2 million. The Stuart and Zimmer coal use impact analysis is provided in Exhibit 37.

Combined Plants and the Ohio Coal Industry

The combined plants used approximately 5,451,000 tons of Ohio produced coal in 2013 and the
coal had a value of approximately $292,852,000. The typical consumption of the Ohio coal by
these plants reflects approximately 20.7 per cent of the state coal production. The coal
production supports 604 employees. These coal related workers have a total impact on the state
of 1,600 workers. See Exhibit 38 for the coal impacts induced by the plants in the AEPGR PPA.
Ohio coal mining is concentrated in Belmont, Harrison, Jefferson, Noble, Perry and Tuscarawas
counties. Over 92% of the Ohio coal production occurs in those counties. Exhibit 39 provides
Ohio coal production by county through 2012. The presence of the coal industry in those
counties is important. In 2013, these counties had a combined unemployment rate of 8.1%,
which lags the State’s 7.4%. Area unemployment rates are provided on Exhibit 40. As with the
plant areas, the coal producing region’s income per capita of $31,585 lags the state as a whole.
Income and population for the coal producing region are provided on Exhibit 41. Without the
coal purchases by AEP Generation Resources, the unemployment rate for these counties would
be higher and economic well-being for these counties would be diminished.
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EXHIBIT 30
Economic Base Multiplier

T=Total Employment

B=Base Employment

N=Non-Base Employment

The simplified economic base multiplier is T divided by B

Sectors considered in base employment are those with a location quotient of greater than 1.
All other sectors are in non-base employment.

See http://faculty.washington.edu/krumme/systems/multiplier.html for a description of multiplier

derivation. See http://www.rri.wvu.edu/WebBook/Schaffer/index.html for a discussion regional

economic base theory.

Location Quotient

e(i) = regional employment in sector i

e = total regional employment

E(i) = national employment in sector i

E = total national employment

LQ(i) = regional location quotient for sector i

LQ(i) =(e(i)/e)/(E())/E)

See http://www.rri.wvu.edu/WebBook/Schaffer/chap02.html#Heading14 for discussion of location

quotients.



Employment and Earnings Impact
of Cardinal Plant on the Region and Ohio

(1) Direct Employment
(2) Area Employment Multiplier
(3) Total Area Employment Impact (1)*(2)

(4) State Emploment Multiplier
(5) Total State Employment (1)*(4)

(6) Cardinal Plant Average Wages

(7) Region Average Wages

(8) Cardinal Earnings (1)*(6)

(9) Other Earnings ((3)-(1))*(7)

(10) Total Area Earning Impact (8)+(9)

(11) State Average Earnings

(12) Cardinal Earnings (1)*(6)

(13) Other Earnings ((5)-(1))*(11)

(14) Total State Earnings Impact (12)+(13)
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EXHIBIT 31

353
1.402
495

2.65
935

71,200
46,306
25,133,600
6,571,099
31,704,699

46,080
25,133,600
26,839,296
51,972,896



Employment and Earnings Impact
of Conesville Plant on the Region and Ohio

(1) Direct Employment
(2) Area Employment Multiplier
(3) Total Area Employment Impact (1)*(2)

(4) State Emploment Multiplier
(5) Total State Employment (1)*(4)

(6) Conesville Average Wages

(7) Region Average Wages

(8) Conesville Earnings (1)*(6)

(9) Other Earnings ((3)-(1))*(7)

(10) Total Area Earning Impact (8)+(9)

(11) State Average Earnings

(12) Coneville Earnings (1)*(6)

(13) Other Earnings ((5)-(1))*(11)

(14) Total State Earnings Impact (12)+(13)
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EXHIBIT 32

259
1.423
369

2.65
686

71,600
37,193
18,544,400
4,074,754
22,619,154

46,080
18,544,400
19,692,288
38,236,688



Employment and Earnings Impact
of Stuat and Zimmer Plants on the Region and Ohio

(1) Direct Employment
(2) Area Employment Multiplier
(3) Total Area Employment Impact (1)*(2)

(4) State Emploment Multiplier
(5) Total State Employment (1)*(4)

(6) Stuart-Zimmer Average Wages

(7) Region Average Wages

(8) Stuart-Zimmer Earnings (1)*(6)

(9) Other Earnings ((3)-(1))*(7)

(10) Total Area Earning Impact (8)+(9)

(11) State Average Earnings

(12) Stuart-Zimmer Earnings (1)*(6)

(13) Other Earnings ((5)-(1))*(11)

(14) Total State Earnings Impact (12)+(13)
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EXHIBIT 33

535
1.628
871

2.65
1,418

79,560
37,193
42,564,600
12,496,104
55,060,704

46,080
42,564,600
40,677,120
83,241,720
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Cardinal, Conesville, Stuart and Zimmer Plants EXHIBIT 34
Employment, Earnings and Economic Impact
Stuart- Combined
Cardinal Conesville Zimmer Plants
Direct Employment 353 259 535 1,147
Direct Earnings ($) 25,133,600 18,544,400 42,564,600 86,242,600
Region Employment Impact 495 369 871 1,734
Region Earnings Impact ($) 31,704,699 22,619,154 55,060,704 109,384,557
State Employment Imact 935 686 1,418 3,040
State Earnings Impact ($) 51,972,896 38,236,688 83,241,720 173,451,304
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Employment and Earnings Impact EXHIBIT 35
on Ohio of Cardinal Plant Coal Purchases
(1)State Coal Production 26,344,046
(2) State Coal Mining Employment 2,918
(3) Miners per Ton of Coal (2)/(1) 0.000110765
(4) Tons of Ohio Coal Used 1,400,000
(5) Ohio Coal Miners Supported by Cardinal Purchases (3)*(4) 155
(6) State Employment Multiplier 2.65
(7) Total Employment Impact (5)*(6) 411
(8) State Wage and Salary Payments 218,785,067
(9) State Average Mining Wages 74,978
(10) State Average Wages 46,080
(11) Coal Mining Earnings (5)*(9) 11,626,881
(12) Other Earnings ((7)-(5))*(10) 11,790,365
(13) Total Earnings Impact 23,417,247
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Employment and Earnings Impact EXHIBIT 36
on Ohio of Conesville Plant Coal Purchases
(1)State Coal Production 26,344,046
(2) State Coal Mining Employment 2,918
(3) Miners per Ton of Coal (2)/(1) 0.000110765
(4) Tons of Ohio Coal Used 2,784,000
(5) Ohio Coal Miners Supported by Conesville Purchases (3)*(4) 308
(6) State Employment Multiplier 2.65
(7) Total Employment Impact (5)*(6) 817
(8) State Wage and Salary Payments 218,785,067
(9) State Average Mining Wages 74,978
(10) State Average Wages 46,080
(11) Coal Mining Earnings (5)*(9) 23,120,884
(12) Other Earnings ((7)-(5))*(10) 23,445,984
(13) Total Earnings Impact 46,566,867
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Employment and Earnings Impact EXHIBIT 37
on Ohio of Stuart and Zimmer Plants Coal Purchases

(1)State Coal Production 26,344,046
(2) State Coal Mining Employment 2,918
(3) Miners per Ton of Coal (2)/(1) 0.000110765
(4) Tons of Ohio Coal Used 1,267,000
(5) Ohio Coal Miners Supported by Conesville Purchases (3)*(4) 140
(6) State Employment Multiplier 2.65
(7) Total Employment Impact (5)*(6) 372
(8) State Wage and Salary Payments 218,785,067
(9) State Average Mining Wages 74,978
(10) State Average Wages 46,080
(11) Coal Mining Earnings (5)*(9) 10,522,328
(12) Other Earnings ((7)-(5))*(10) 10,670,281

(13) Total Earnings Impact 21,192,608
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Cardinal, Conesville, Stuart and Zimmer Plants EXHIBIT 38
Coal Use and Economic Impacts
Stuart- Combined
Cardinal Conesville Zimmer Plants
Ohio Coal Used (tons) 1,400,000 2,784,000 1,267,000 5,451,000
Coal Value ($) 63,826,000 167,930,880 61,094,740 292,851,620
Miners Supported 155 308 140 604
Miners Wages ($) 11,626,881 23,120,884 10,522,328 45,270,093
Total Employment Impact 411 817 372 1,600
Total Earnings Impact ($) 23,417,247 46,566,367 21,192,608 91,176,722
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Ohio Primary Coal Producing Area and Ohio EXHIBIT 40
Unemployment Rates (per centage)

Counties
Year Belmont Harrison Jefferson Noble Perry  Tusacarawas Area Ohio
2000 6.1 5.2 57 6.4 5.3 4.2 5.2 4.0
2001 55 4.9 5.9 57 57 4.5 53 4.4
2002 6.8 6.8 6.7 7.2 6.8 5.7 6.4 5.7
2003 6.7 7.5 7.3 8.6 7.9 6.2 6.9 6.2
2004 6.8 7.1 8.0 8.5 8.8 6.0 7.1 6.1
2005 6.4 6.4 7.4 8.1 8.1 5.6 6.6 5.9
2006 5.7 5.9 6.8 7.1 7.3 5.0 6.0 5.4
2007 5.6 6.2 6.3 7.3 7.3 5.3 6.0 5.6
2008 6.1 7.2 7.0 8.5 8.5 6.2 6.8 6.6
2009 9.0 114 12.0 14.2 13.1 11.0 11.2 10.2
2010 9.8 12.0 13.5 14.7 12.9 10.6 11.6 10.0
2011 8.6 10.2 11.0 12.6 11.2 8.7 9.7 8.7
2012 7.6 8.3 10.5 10.5 9.7 6.9 8.4 7.4
2013 7.5 7.6 10.2 9.6 9.3 6.8 8.1 7.4

Source: Bureau of Labor Statistics
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