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BEFORE  
THE PUBLIC UTILITIES COMMISSION OF OHIO  

DIRECT TESTIMONY OF 
 WILLIAM A. ALLEN 

 ON BEHALF OF 
OHIO POWER COMPANY 

 

Q. PLEASE STATE YOUR NAME, POSITION, AND BUSINESS ADDRESS. 1 

A. My name is William A. Allen.  I am employed by the American Electric Power Service 2 

Corporation (AEPSC) as Managing Director of Regulatory Case Management.   3 

Q. ARE YOU THE SAME WILLIAM A. ALLEN WHO PREVIOUSLY FILED 4 

TESTIMONY IN THIS PROCEEDING? 5 

A. Yes.  I provided direct testimony, as well as rebuttal testimony, supporting Ohio Power 6 

(“AEP Ohio” or “Company”) Company’s amended application that was pre-filed on May 7 

15, 2015. 8 

Q.   WHAT IS THE PURPOSE OF YOUR TESTIMONY? 9 

A. The purpose of my testimony is to sponsor, summarize and support the Stipulation and 10 

Recommendation filed on December 14, 2015, in this proceeding for the Commission’s 11 

consideration.  My testimony discusses the criteria that the Commission typically uses when 12 

considering settlement agreements and explains how the Stipulation in this proceeding 13 

meets those criteria.  Specifically, my testimony supports the conclusion that the 14 

Stipulation: 15 

  (1) is the product of serious bargaining among capable, knowledgeable parties;  16 

  (2) does not violate any important regulatory principle or practice; and  17 

  (3) as a package, benefits rate payers and the public interest.  18 
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Q.    DID YOU PARTICIPATE IN THE NEGOTIATIONS WHICH LED TO THE 1 

STIPULATION BEING SUBMITTED FOR CONSIDERATION AND APPROVAL 2 

BY THIS COMMISSION? 3 

A. Yes.  I attended the settlement meetings held at the offices of the Commission, as well as 4 

several meetings with individual parties in this case, that led to the proposed stipulation.  5 

The Stipulation is attached as Settlement Exhibit WAA-1 to this testimony. 6 

Q. WHO ARE THE SIGNATORY PARTIES TO THE STIPULATION? 7 

A. The signatory parties, who represent a variety of diverse interests, include Ohio Power 8 

Company (AEP Ohio); the Staff of the Public Utilities Commission of Ohio (Staff); low 9 

income customer advocates – Ohio Partners for Affordable Energy; industrial and 10 

commercial advocates – the Ohio Energy Group (whose members include AK Steel 11 

Corporation, ArcelorMittal, USA, E.I. DuPont de Nemours and Company, Ford Motor 12 

Company, Linde, Inc., POET Biorefining, Praxair Inc., The Timken Company, and 13 

Worthington Industries; commercial customers – the Ohio Hospital Association; 14 

competitive retail electric suppliers – Interstate Gas Supply, Inc., Direct Energy Services, 15 

LLC and First Energy Solutions Corp.; environmental advocates – the Mid-Atlantic 16 

Renewable Energy Coalition and the Sierra Club; and generator – Buckeye Power. 17 

Q. PLEASE PROVIDE AN OVERVIEW OF THE STIPULATION. 18 

A. The provisions of the Stipulation expand and enhance the benefits to rate payers identified 19 

in the Company’s Amended Application and address concerns raised by the Staff and other 20 

parties in this proceeding. This stipulation is supported by a broad and diverse group of 21 

stakeholders. This plan represents compromises by the AEP Ohio and the other Signatory 22 
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Parties and provides for a balanced outcome for all stakeholders.  The stipulation is divided 1 

into four primary sections:  2 

  I) Introduction;  3 

  II) Recitals;  4 

  III) Joint Recommendations of Signatory Parties; and  5 

  IV) Procedural Matters.   6 

 My testimony sponsors the entire stipulation but will focus on summarizing the Joint 7 

Recommendations of the Signatory Parties. 8 

Q. PLEASE DISCUSS THE “ADDITIONAL TERMS AND CONDITIONS OF THE 9 

PPA RIDER” PROVISIONS OF THE STIPULATION (SECTION III.A at 4). 10 

A. In this section the Signatory Parties agree that it would be prudent for AEP Ohio to sign a 11 

Revised Affiliate PPA with a reduced term of approximately eight and a half years (through 12 

May 31, 2024) with a reduced return on equity (“ROE”) of 10.38% that is fixed for the term 13 

of the PPA and that the net credits or costs of the Revised Affiliate PPA should be included 14 

in the PPA Rider (Section III.A.1 at 4).  The application included a term through the life of 15 

the Affiliate PPA units and a ROE with a range up to a 15.9% ROE.  The Stipulation also 16 

includes an agreement that the net credits or costs associated with AEP Ohio’s OVEC 17 

entitlement should also be included in the PPA Rider (Section III.A.2 at 5).  In addition, the 18 

Signatory Parties agree that the initial PPA Rider rate will be based upon a $4 million credit 19 

for 2016 (annualized) (Section III.A.4 at 6).   20 

  To provide an assurance of AEP Ohio’s commitment to exercise its contractual rights 21 

under the Revised Affiliate PPA to in a manner that ensures the PPA units are managed 22 

efficiently, cost effectively and with maximum market profitability, AEP Ohio agreed to 23 
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provide credits to customers that could amount to $100 million during the last four years of 1 

the PPA (Section III.A.3 at 5-6).    2 

Q. PLEASE SUMMARIZE THE “FEDERAL ADVOCACY” PROVISIONS OF THE 3 

STIPULATION (SECTION III.B at 9). 4 

A. This section outlines advocacy commitments by AEP Ohio.  Specifically, AEP Ohio 5 

commits to proactively and cooperatively work to improve the PJM markets and advance 6 

initiatives that will ultimately benefit retail customers in Ohio.  These commitments include 7 

advocating for market enhancements, including a longer-term capacity product and 8 

providing the Commission an annual update on the state of the wholesale markets from AEP 9 

Ohio’s perspective (Sections III.B.1 and 2). 10 

Q. PLEASE SUMMARIZE THE “EXTENSION OF ESP III” PROVISIONS OF THE 11 

STIPULATION (SECTION III.C at 10-13). 12 

A. In this section of the Stipulation AEP Ohio commits to file a separate application with the 13 

Commission by April 30, 2016, requesting that its current ESP be extended by an additional 14 

six years through May 31, 2024 – the term of the Revised Affiliate PPA.  This section also 15 

includes several provisions of the extended ESP that will be included in that application.  16 

These provisions include the following areas: 17 

1. A proposal for extension of riders and tariffs relating to the expanded ESP term, 18 

including but not limited to the terms and conditions of the Distribution Investment 19 

Rider (DIR); 20 

2. Additional funding commitments relating to the expanded ESP term; 21 

3. A proposal to extend the competitive bidding process for SSO procurement; 22 
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4. An analysis and proposal relating to the significantly excessive earning test (SEET) 1 

for the extended ESP term; 2 

5. An analysis for the statutory market rate offer comparison test; 3 

6. Extension of the IRP tariff and credit for the full expanded ESP as well as an increase 4 

in the IRP credit from $8.21/kW-month to $9/kW-month starting in June 2018 5 

extending through the remainder of the ESP term; 6 

7.  An automaker credit to support increased utilization or expansion of automaker 7 

facilities in the Company’s service territory; 8 

8. A pilot mechanism allowing GS-3 and GS-4 customers with interval metering 9 

capability to opt-in to a transmission tariff rate based upon each eligible customers 10 

single annual transmission coincident peak demand; and 11 

9. A pilot program that establishes a bypassable Competition Incentive Rider (CIR) as 12 

an addition to the SSO shopping rate above the auction price with the purpose of 13 

incenting shopping and recognizing that there may be costs associated with providing 14 

retail electric service that are not reflected in SSO bypassable rates.   15 

 With the exception of those items listed above, the Company agrees not to propose any 16 

changes relating to the current ESP term (though May 2018) for the riders and tariffs 17 

approved in the ESP III order, as part of this extension filing.  In addition, the Company 18 

agrees not to renew proposals for riders or tariffs that are ultimately rejected in the ESP III 19 

Orders for both the current and extended ESP term. 20 

Q. PLEASE SUMMARIZE THE “ADDITIONAL AEP OHIO COMMITMENTS” 21 

PROVISIONS OF THE STIPULATION (SECTION III.D at 13-28). 22 
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A. This section of the stipulation details commitments that AEP Ohio is making as part of the 1 

overall package provided by the Stipulation, contingent on approval of the stipulation and 2 

cost recovery as appropriate: 3 

1. AEP Ohio will make a shareholder-funded donation of $500,000 to the research and 4 

development program for clean energy technology at an Ohio public higher educational 5 

institution (Section III.D.1 at 13); 6 

2. AEP Ohio will further work with its partner the Ohio Hospital Association (OHA) on an 7 

annual energy efficiency program targeted at hospital facilities in the AEP Ohio territory 8 

in a manner that is consistent with the Company’s existing EE/PDR plan.  The Company 9 

also commits to update alternate feed service rates for OHA members to a uniform 10 

$2.50/kW-month (Section III.D.2 at 13-15); 11 

3. In 2016 Ohio Partners for Affordable Energy (OPAE) will receive $200,000 to provide 12 

direct assistance with the approved Community Assistance Program within the 13 

Company’s EE/PDR Plan (Section III.D.3 at 15-16); 14 

4. For 2017 OPAE will manage and administer the CAP within AEP Ohio’s EE/PDR Plan 15 

(Section III.D.3 at 16); 16 

5. 50% of the EE/PDR rider costs for transmission and sub-transmission voltage customers 17 

will be transferred to the EDR rider through May 31, 2024 (Section III.D.4 at 16); 18 

6. 50% of the IRP credits from the EE/PRD rider will be transferred to the EDR rider 19 

through May 31, 2024 (Section III.D.5 at 16); 20 

7. AEP will maintain a nexus of operations (including employees) in Ohio related to 21 

operation and support for the PPA Units and intends to maintain its corporate 22 

headquarters in Ohio for the duration of the PPA Rider (Section III.D.6 at 16); 23 
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8. AEP Ohio commits to work with Staff and Signatory Parties on a two year Pilot Supplier 1 

Consolidated Billing Program for any CRES provider that is a Signatory Party (Section 2 

III.D.7 at 16-19). 3 

9. AEP Ohio will file a proposal in the Commission’s Market Development investigatory 4 

docket proposing a pilot program to establish an EDU Vendor call transfer and 5 

enrollment process (Section III.D.8 at 19). 6 

10. AEP Ohio will convert Conesville Units 5 and 6 to natural gas co-firing by December 31, 7 

2017 subject to cost recovery and regulatory approvals (Section III.D.9 at 19-20); 8 

11. Conesville Units 5 and 6 will retire, refuel or repower to 100% natural gas by December 9 

31, 2029 subject to potential extension under a reliability must run arrangement (Section 10 

III.D.9 at 20); 11 

12. Cardinal Unit 1 will retire, refuel or repower to 100% natural gas by December 31, 2030 12 

subject to potential extension under a reliability must run arrangement (Section III.D.10 13 

at 20); 14 

13.  AEP Ohio and its affiliates will provide information in a Commission docket with the 15 

purpose of identification and timely removal of  barriers to retiring, refueling or 16 

repowering Conesville Units 5 and 6 by December 31, 2029 and Cardinal Unit 1 by 17 

December 31, 2030 (Section III.D.11 at 21-23); 18 

14.  AEP Ohio and its affiliates will provide information in a Commission docket with the 19 

purpose of identification and timely removal of  barriers to retiring, refueling or 20 

repowering the co-owned units (Conesville Unit 4, Zimmer Unit 1; Stuart Units 1-4 and 21 

the OVEC units) (Section III.D.12 at 23-26); 22 
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15. AEP Ohio will propose in Case No. 13-1939-EL-RDR – through settlement efforts – to 1 

deploy 160 circuits of Volt/VAR Optimization and to include a future proposal to deploy 2 

all cost effective Volt/VAR technology (Section III.D.13 at 26-27); 3 

16. AEP Ohio will form a working group to discuss a pilot program to include EE projects in 4 

future SSO auctions (Section III.D.14 at 27-28); and  5 

17. AEP Ohio will develop and submit for Commission approval a 2017-2019 EE/PDR plan 6 

to achieve and energy savings goal of 1.33% annually and a demand reduction goal of 7 

0.75% annually (Section III.D.15 at 28).  8 

Q. PLEASE SUMMARIZE THE “CARBON REDUCTION PLAN” PROVISIONS OF 9 

THE STIPULATION (SECTION III.E at 28-29). 10 

A. In this section of the stipulation AEP Ohio commits to file a carbon reduction plan by 11 

December 31, 2016, indicating how the Company and its affiliates intend to promote fuel 12 

diversification and carbon emission reductions. 13 

Q. PLEASE SUMMARIZE THE “FUEL DIVERSIFICATION” PROVISIONS OF THE 14 

STIPULATION (SECTION III.F at 29). 15 

A. In this section of the stipulation AEP Ohio commits to implement programs to promote fuel 16 

diversity and carbon emission reductions to address potential future environmental 17 

regulations, including an analysis of the economic impact of any proposals for the 18 

Commission’s consideration.  19 

Q. PLEASE SUMMARIZE THE “GRID MODERNIZATION” PROVISIONS OF THE 20 

STIPULATION (SECTION III.G at 29-30). 21 

A. In this section of the stipulation AEP Ohio commits to explore avenues to empower 22 

customers through grid modernization initiatives that promote customer choice in Ohio.  23 
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AEP Ohio will file a grid modernization business plan by June 1, 2016 that highlights future 1 

grid modernization initiatives including but not limited to 1) installing advanced metering 2 

infrastructure; 2) investing in distribution automation circuit reconfiguration; 3) pursuing 3 

Volt/VAR optimization; 4) removing obstacles to distributed generation; and 5) net 4 

metering tariffs. 5 

Q. PLEASE SUMMARIZE THE “BATTERY TECHNOLOGY” PROVISIONS OF THE 6 

STIPULATION (SECTION III.H at 30). 7 

A. In this section of the stipulation AEP Ohio commits include battery resources in future 8 

filings as an element of the provision of distribution service. 9 

Q. PLEASE SUMMARIZE THE “ENVIRONMENTAL AND RENEWABLE ENERGY 10 

PROJECTS” PROVISIONS OF THE STIPULATION (SECTION III.I at 30-32). 11 

A. In this section of the stipulation AEP Ohio commits to develop 500 MW of wind energy 12 

projects and 400 MW of solar energy projects in Ohio, subject to Commission approval and 13 

full cost recovery.  The projects will be proposed over the next five years with the goal of 14 

having the projects completed by 2021.  The rate design to be used for recovery of any net 15 

costs or credits associated with the projects shall be a uniform per kWh charge for all 16 

monthly consumption up to 833,000 kWh per customer account over the life of the projects. 17 

Q. PLEASE SUMMARIZE THE “TRANSITION PROVISION” SECTION OF THE 18 

STIPULATION (SECTION III.J at 32-33). 19 

A. This section of the stipulation describes the conditions of transition or termination of the 20 

ESP agreed to by the signatory parties.  Specifically, this section provides that termination 21 

of the ESP shall not affect continued cost recovery under the PPA Rider or the Distribution 22 

Investment Rider.   23 



10 
 

Q. PLEASE SUMMARIZE THE “THREE-PART TEST FOR COMMISSION 1 

APPROVAL” SECTION OF THE STIPULATION (SECTION III.K at 33). 2 

A. This section of the stipulation states that the Signatory Parties agree that the stipulation 3 

satisfies the three-part test traditionally used by the Commission to consider stipulations as I 4 

further support elsewhere in my testimony. 5 

Q. PLEASE SUMMARIZE THE “MRO TEST RESULTS” SECTION OF THE 6 

STIPULATION (SECTION III.L at 34). 7 

A. This section of the stipulation states that the Signatory Parties agree that the stipulation 8 

preserves and advances the results of the MRO vs. ESP test as found in the ESP III Order. 9 

Q. WHAT IS THE STANDARD THAT THE COMMISSION HAS USED WHEN 10 

CONSIDERING APPROVAL OF A STIPULATION? 11 

A. My understanding, and as advised by counsel, the Commission typically weighs adoption of 12 

stipulations it is presented for consideration by applying a three part test for review.  The 13 

questions that the Commission considers, as I understand it, are: 14 

(1) is the Stipulation is a product of serious bargaining among capable, knowledgeable 15 

parties representing diverse interests?;  16 

 (2) does the stipulation violate any important regulatory principle or practice?; and  17 

 (3) does the stipulation, as a whole, benefits customers and the public interest? 18 

Q. DOES THE PROPOSED STIPULATION IN THIS PROCEEDING SATISFY THE 19 

ABOVE CRITERIA? 20 

A. Yes, it does. 21 
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Q. IS THE STIPULATION SUBMITTED IN THIS CASE THE PRODUCT OF 1 

SERIOUS BARGAINING AMONG CAPABLE AND KNOWLEDGABLE 2 

PARTIES? 3 

A. Yes.  The Stipulation that has been proposed in this case is the result of a lengthy process of 4 

negotiation involving experienced counsel representing members of many stakeholder 5 

groups.  The Parties met with the Company prior to the evidentiary hearing to discuss areas 6 

of potential settlement.  The Parties then participated in a month of evidentiary hearing from 7 

September 28, 2015 through the rebuttal testimony on November 3, 2015.  On November 8 

19, 2015 the Attorney Examiner granted the Staff’s motion to extend the briefing schedule 9 

in this case so that the Parties could work on a settlement agreement.  Then the Parties met 10 

and communicated over the next three week-period leading to the Signatory Parties 11 

agreeing to the proposed Stipulation filed on December 14, 2015. 12 

  During this last phase of negotiations the Parties had the advantage of prior 13 

discussions and a full evidentiary hearing.  The hearing included the testimony of eleven 14 

Company witnesses, one Staff witness, and twenty-five witnesses representing other parties 15 

to the case.  This hearing was a culmination of an application that was originally filed on 16 

October 3, 2014 and was amended on May 15, 2015 to include the OVEC entitlements 17 

along with the affiliate units, as well as to address criteria required by the Commission in 18 

the Company’s ESP III order of February 25, 2015.  From the date of the original filing, up 19 

until the hearing, the Company responded to over 1,100 data requests, and supplemented 20 

over 70 data requests upon filing its amended application.  The parties involved in these 21 

negotiations were capable and knowledgeable about the issues raised in this case.   22 
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Q. DOES THE STIPULATION VIOLATE ANY IMPORTANT REGULATORY 1 

PRINCIPLE OR PRACTICE? 2 

A. No. The Stipulation does not violate any important regulatory principle or practice.  The 3 

terms of the Stipulation represent a compromise of the Signatory Parties.  None of the 4 

individual provisions of the Stipulation is inconsistent with or violates any important 5 

Commission principle or practice. On the contrary, the compromise reached by the diverse 6 

set of Signatory Parties results in a Stipulation that promotes a number of the state policies 7 

expressed in Ohio Revised Code 4928.02, including: 8 

(A) Ensure the availability to consumers of adequate, reliable, safe, 9 
efficient, nondiscriminatory, and reasonably priced retail electric service;  10 

(B) Ensure the availability of unbundled and comparable retail electric 11 
service that provides consumers with the supplier, price, terms, conditions, 12 
and quality options they elect to meet their respective needs;  13 

(C) Ensure diversity of electricity supplies and suppliers, by giving 14 
consumers effective choices over the selection of those supplies and 15 
suppliers and by encouraging the development of distributed and small 16 
generation facilities;  17 

(D) Encourage innovation and market access for cost-effective supply- and 18 
demand-side retail electric service including, but not limited to, demand-19 
side management, time-differentiated pricing, waste energy recovery 20 
systems, smart grid programs, and implementation of advanced metering 21 
infrastructure;  22 

(E) Encourage cost-effective and efficient access to information regarding 23 
the operation of the transmission and distribution systems of electric 24 
utilities in order to promote both effective customer choice of retail electric 25 
service and the development of performance standards and targets for 26 
service quality for all consumers, including annual achievement reports 27 
written in plain language;  28 

(J) Provide coherent, transparent means of giving appropriate incentives to 29 
technologies that can adapt successfully to potential environmental 30 
mandates;  31 
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(L) Protect at-risk populations, including, but not limited to, when 1 
considering the implementation of any new advanced energy or renewable 2 
energy resource;  3 

(N) Facilitate the state's effectiveness in the global economy.  4 

   The Stipulation goes beyond not violating any important regulatory principles or 5 

policies.  The Stipulation advances important regulatory policies and principles.  For 6 

example, the Stipulation provides a hedge against rising energy prices, promotes 7 

competitive service offerings and diversity of suppliers to provide options to customers to 8 

meet their respective needs.  The terms of the Stipulation promote advancements in 9 

technology for infrastructure and to provide efficient access to information.  Likewise the 10 

terms of the Stipulation increases energy efficiency and a partnership with the low income 11 

customer advocate as energy efficiency efforts are implemented.  The Signatory Parties also 12 

address and resolve other regulatory matters often considered by the Commission.  For 13 

instance, the Signatory Parties clarify the fact that the Stipulation advances the positive 14 

results found in the ESP III Order relating to the MRO test under R.C. 15 

4928.143(C).  Likewise, the Stipulation contemplates the use of an extended ESP term to 16 

address matters for Commission consideration.   All of these matters are benefits of the 17 

Stipulation, as discussed below, but also promote important regulatory principles and 18 

practices as incorporated by the Signatory Parties in the Stipulation. 19 

Q. SPECIFICALLY REGARDING THE THIRD CRITERIA, PLEASE EXPLAIN HOW 20 

THE STIPULATION BENEFITS CUSTOMERS AND THE PUBLIC INTEREST. 21 

A. The Stipulation is designed to provide adequate, safe, reliable, and predictably priced 22 

electric service, and more importantly, the Stipulation supports economic development and 23 

job retention here in Ohio.  The Affiliate PPA and the PPA Rider (including the OVEC 24 
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entitlement) were initially proposed by AEP Ohio to support retail rate stability and 1 

economic development for Ohio and to benefit customers and the public interest.  As part of 2 

this stipulation, AEP Ohio has proposed a Revised Affiliate PPA that includes a lower fixed 3 

ROE (producing customer savings of $86M) and a shorter contract term (resulting in 4 

reduced uncertainty).  The Stipulation also includes credits to customers that could amount 5 

to up to $100 million during the last four years of the PPA.  These changes serve to enhance 6 

the customer benefits that were initially proposed and shown in the record.   7 

  This stipulation goes well beyond the proposal initially supported by AEP Ohio and 8 

provides significant benefits to customers and the public interest and could truly be viewed 9 

as transformative.  These benefits include 1) a significant extension of the term of AEP 10 

Ohio’s current ESP; 2) commitments to advocate at the federal level; 3) proposals to include 11 

enhancements to the competitive retail markets in Ohio; 4) commitments to enhance energy 12 

efficiency programs; 5) commitments to reduce the carbon emissions of power plants in 13 

Ohio; 6) commitments to seek to expand the wind and solar energy resources by 900 MW in 14 

Ohio; and 7) commitments to explore grid modernization. 15 

Q. DO YOU HAVE AN ESTIMATE OF THE IMPACT OF THIS STIPULATION ON 16 

CUSTOMER RATES? 17 

A. Yes.  AEP Ohio has estimated that this stipulation will result in an increase in residential 18 

customer rates of approximately $0.62 per month (approximately 0.5%) for a typical 19 

customer using 1,000 kWh per month upon implementation.  The rates for all other 20 

customer classes are estimated to either decline or increase by less than 1%.   When coupled 21 

with AEP Ohio’s recently implemented ESP, a residential customer using 1,000 kWh per 22 

month will see a decrease on average of approximately $9 per month from the same period 23 
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a year ago1.  As shown in Settlement Exhibit WAA-2, over the term of the agreement 1 

customers are forecasted to receive $721 million in benefits related to the PPA. 2 

Q. DOES THIS COMPLETE YOUR PREFILED TESTIMONY IN SUPPORT OF THE 3 

SETTLEMENT AGREEMENT? 4 

A. Yes, it does. 5 

                                                 
1 The comparison is to March 1, 2015.     
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Modified Exhibit KDP-2

Page 1 of 1

Year 2015 (Oct-Dec) 
REMOVED

2016 2017 2018 2019 2020 2021 2022 2023
2024 

Through 
May 31

TOTALS

PJM Revenues, including PJM Capacity Performance --- $1,314 $1,372 $1,368 $1,407 $1,480 $1,659 $1,756 $1,734 $744 $12,833

Agreement Costs, including CO2 tax --- $1,048 $1,078 $1,161 $1,210 $1,238 $1,277 $1,539 $1,494 $658 $10,701

Net PPA Rider Credit / (Charge) incl. PJM CP, including CO2 tax --- $267 $294 $207 $197 $242 $382 $217 $240 $86 $2,132

Net with PJM Capacity Performance, excluding CO2 tax --- $267 $294 $207 $197 $242 $382 $503 $511 $205 $2,809

PJM Revenues, including PJM Capacity Performance --- $1,100 $1,114 $1,151 $1,171 $1,249 $1,359 $1,538 $1,495 $641 $10,819

Agreement Costs, including CO2 tax --- $1,008 $1,018 $1,100 $1,127 $1,167 $1,188 $1,468 $1,410 $610 $10,097

Net PPA Rider Credit / (Charge) incl. PJM CP, including CO2 tax --- $92 $96 $51 $43 $82 $171 $70 $85 $31 $721

Net with PJM Capacity Performance, excluding CO2 tax --- $92 $96 $51 $43 $82 $171 $336 $334 $137 $1,341

PJM Revenues, including PJM Capacity Performance --- $1,036 $1,082 $1,134 $1,183 $1,246 $1,325 $1,482 $1,484 $643 $10,615

Agreement Costs, including CO2 tax --- $1,032 $1,054 $1,126 $1,175 $1,201 $1,230 $1,480 $1,468 $636 $10,401

Net PPA Rider Credit / (Charge) incl. PJM CP, including CO2 tax --- $4 $29 $9 $8 $45 $95 $2 $16 $7 $214

Net with PJM Capacity Performance, excluding CO2 tax --- $4 $29 $9 $8 $45 $95 $271 $280 $119 $860

PJM Revenues, including PJM Capacity Performance --- $886 $857 $935 $934 $1,018 $1,060 $1,319 $1,256 $539 $8,804

Agreement Costs, including CO2 tax --- $969 $959 $1,039 $1,045 $1,097 $1,100 $1,396 $1,325 $563 $9,494

Net PPA Rider Credit / (Charge) incl. PJM CP, including CO2 tax --- ($84) ($102) ($104) ($111) ($79) ($40) ($77) ($69) ($24) ($690)

Net with PJM Capacity Performance, excluding CO2 tax --- ($84) ($102) ($104) ($111) ($79) ($40) $168 $156 $69 ($127)

Impact of Lowering ROE from 11.24% to 10.38%
$174.6 $173.5 $175.4 $175.8 $173.6 $168.3 $163.7 $159.2 $64.7 $1,428.9
$164.1 $163.0 $164.8 $165.2 $163.2 $158.2 $153.9 $149.6 $60.8 $1,342.8

  Difference - Reduced cost to ratepaters $10.5 $10.5 $10.6 $10.6 $10.5 $10.1 $9.9 $9.6 $3.9 $86.1
Return on Rate Base including 10.38% ROE and applicable income tax

Updated from filed Exh KDP-2 to 10.38% ROE, Remove 2015, End at May 31, 2024, and include PJM CP auctions
FORECASTED OHIO PPA RIDER IMPACTS

COMBINED CARDINAL, CONESVILLE, STUART, ZIMMER and OVEC
January 1, 2016 through May 31, 2024

Dollars in Millions (Nominal)
(ROE reduced to 10.38%)

5% Higher Load Forecast

Average of High Load and Low Load Forecast

Weather Normalized Case

5% Lower Load Forecast

Filed Return on Rate Base including assumed 11.24% ROE and applicable income tax
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