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There is so much bad news for Ohioans in AEP Olsetdement that the problems vie
with each other for the attention they deservet @ of the worst problems we identified (on
Brief) as needing PUCO disapproval is that fedexguilators may require the subsidized power
plants to bid into markets at prices that will otgar. (PJM Market Monitor Brief at 8-9.) That
means Ohioans would pay AEP Ohio much more thampmjection of $700 each. Now Ohio
Energy Group (“OEG"), a signer of the settlementess, has rightly expressed its concern that
this eventuality “would dramatically raise the lewécosts collected [from customers] through
the PPA Rider.” (OEG Brief at 20.) OEG wants th¢d® to “reserve the right to reevaluate,
modify, or terminate the PPA rider....Id() Not a bad idea. But the PUCO should not interfer
with the market in the first place. Here’s the pdrom Dr. Hisham Choueiki, PUCO Staff
witness. Says he: “It's a fully functionally contpiee market in Ohio, a generation serviee,

there is no need for anything else on the generaticside’” (Hearing Transcript at Vol. XVI, p.

3915:17-22. (Dr. Choueiki)) (emphasis added).) dadvice for protecting a million Ohioans.



INTRODUCTION

In their initial briefs, the parties that signee thoint Stipulation and
Recommendation (“Joint Stipulation” or “Settlem@rdte avoiding the hearing record, to
the detriment of all consumers who must pay thearramted subsidy for uneconomic
generation and other provisions included in thél&aent. Judging by their initial briefs,
the Signatory Parties act as if the five weeksvadentiary hearing never occurred.

AEP Ohio goes so far as to ask the Public Utili@@snmission of Ohio
(“PUCOQO”) to ignore a seminal and threshold issuthia case: Does the PUCO have
jurisdiction or is it preempted by federal law? eTldnswers are no and yes.

The Ohio Supreme Court has been very clear that @&PB and the Signatory
Parties may not ignore the recdrd’he Ohio Supreme Court has made very clearthat i
is “necessary and appropriate” for the PUCO to clerggermane law to decide its own
jurisdiction in the first instance.That AEP Ohio and the Signatory Parties are raivig
away from the record should make clear to the PW@®Dthere is a lack of record
support for approving AEP Ohio’s proposals. Tisanatched by the lack of support in
law.

Signatory Parties’ initial briefs confirm what \8aid on brief. The Joint
Stipulation is a hodgepodge of cash and cash elgnitgagiven to parties in exchange for

support — or merely for the perception of suppseeSierra Club’s and others many

! See, e.g., Tongren v. PUBS Ohio St. 3d 87 (199%ee alsR.C. 4903.09.

2 See In re Complaint of Residents of Struth4ssOhio St. 3d 227, 231 (1989). Stated diffdyeintan
analogous context, when trial courts’ subject nngttesdiction is challenged by way of a motion end
Ohio Civil Rule 12(B)(1), appellate courts have lkaiped that “the trial coumnust decidevhether the
plaintiff has alleged any cause of action whichabart has the authority to decideWestside Cellular v.
Northern Ohio Cellular Tel. Cp100 Ohio App. 3d 768, 770 (Cuyahoga 1995) (isatidded).
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gualifying footnotes) for AEP Ohio’s PPA. Théepsilators have attempted to defend
certain settlement terms that are in their inteaest not the interest of the broader public.

They have not even attempted to defend the Jaimtil&tion as a “package”
under the settlement standard. This omission oasfour position (Brief at 55) that the
PUCO should not apply the three-prong test thadst historically applied to settlements
(or at least not apply the test as a packageaiffitms that AEP Ohio and the Signatory
Parties are doing exactly what the PUCO has waagathst and said it will not tolerate —
paying parties with other peoples’ money in retiamsigning a settlement.

AEP Ohio mischaracterizes, misunderstands, seddgtand inaccurately
interprets, and sets up straw men in its critiguéhe evidence of the Office of the Ohio
Consumers’ Counsel (*OCC”). But the evidence fralhthe parties — AEP Ohio, OCC,
and others — points in the same direction: DesfidiEP Ohio’s proposal.

. RECOMMENDATIONS

A. The PUCO would ignore the jurisdictional issue &s AEP Ohio
recommends) at its and consumers’ peril; insteadhe PUCO should
address the issue first.

AEP Ohio invites the PUCO to act as the detectiné3vain’s “The Stolen White
Elephant,® who searched for a stolen elephant oblivious édfaiet that it was right there.
The PUCO should not be oblivious to the elephatiiéroom. It should, and must,
address whether it has jurisdiction. In fact, pestently, the PUCO recognized the
importance of determining in the first instancé tas jurisdictiorf. In this case, it does

not.

% Twain, Mark, “The Stolen White Elephant,” (Osgab#B2).

* See In the Matter of the Complaint of Mark A. WhitNationwide Energy Partners, LL.Case No. 15-
697-EL-CSS, Opinion and Order at p. 6, 8 (Novenitgsr2015).
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AEP Ohio asserts that the PPA Rider’s effects enstholesale market should not
be considered by the PUCOBULt those issues are front and center beféredCC, and
others, show that they require the conclusion ttaPUCO'’s jurisdiction is preemptéd.
The PUCO should, and must, decide the jurisdictimsae® As the Ohio Supreme
Court has explained, it is “necessary and apprtgiriar the PUCO to consider germane
law to decide its own jurisdiction in the first tasce’ Upon such consideration here, the
PUCO can come to but one conclusion: It lacksliction®

B. AEP Ohio’s examples of “cost-based” generationftered into

wholesale markets by generators in other states, aperatives, and

municipalities is misplaced, as it compares applés oranges; the PPA
Rider is a customer-funded subsidy.

As noted by AEP Ohio, non-stipulators explain tinet PPA Rider is an
impermissible subsidy that is inconsistent with élxesting wholesale market structures

of PIM Interconnection, LLC (“PIM™' That is, allowing the PPA Units’ subsidized

® SeeAEP Ohio Brief at 134-36. Conversely, the Ohio EgyeGroup explicitly asks the PUCO to make a
finding that the PPA Rider’s costs are projectetddadelow-market in anticipation of federal chajles to

it. SeePost-Hearing Brief of the Ohio Energy Group at 21-2n addition to confirming that the Signatory
Parties are not of one mind, Ohio Energy Groupjsiest cannot be granted given the evidence bdfere t
PUCO. See, e.gDirect Testimony of James F. Wilson (OCC Exs. 18 a4) filed September 11, 2015
and December 28, 2015, respectively (projectingufii+hillion dollar cost for the PPA Rider).

® See, e.glnitial Post-Hearing Brief by The Office of the ®hConsumers’ Counsel and Appalachian
Peace and Justice Network at 16-24 (PUCQO's jutisgippreempted)id. at 106-112 (AEP Ohio’s proposal
will undermine competitive markets).

" See, e.g., icat 16-24; Initial Brief of The Ohio Manufactureissociation Energy Group at 16-20.

8 Seelnitial Post-Hearing Brief by The Office of the ®hConsumers’ Counsel and Appalachian Peace and
Justice Network at 16-17.

°See In re Complaint of Residents of StruthéBsOhio St. 3d 227, 231 (1989). Stated diffdyeintan
analogous context, when trial courts’ subject mngttgsdiction is challenged by way of a motion end
Ohio Civil Rule 12(B)(1), appellate courts have lkaiped that “the trial coumnust decidevhether the
plaintiff has alleged any cause of action whichebart has the authority to decidéWestside Cellular v.
Northern Ohio Cellular Tel. Cp100 Ohio App. 3d 768, 770 (Cuyahoga 1995) (itatidded).

1 see, e.glnitial Post-Hearing Brief by The Office of the ®hConsumers’ Counsel and Appalachian
Peace and Justice Network at 16-24; Initial BrieTloe Ohio Manufacturers’ Association Energy Graaip
16-20.

1 SeeAEP Ohio Brief at 133 (citing, e.g., IMM Ex. 3 atQCC Ex. 12 at 8-16; OMAEG Ex. 29 at 6; OCC
Ex. 11 at 3; RESA Ex. 1 at 3). In doing so, AEHRdJR itself recognizing what the Ohio Energy Group
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generation to compete against unsubsidized geaeratithe PJM markets will distort
and undermine the PIJM markets. AEP Ohio attenopegplain away this fact by citing
many purported examples of cost-based generatfenraf into PJM without distorting
or undermining the PJM markéts.Generation resources owned by Dominion, that
receive cost-based compensation under Virginiaditional cost-of-service retail
regulation, participate in PIM’s markéfsMunicipal utilities and cooperatives, such as
Eastern Kentucky Power Cooperative (“EKPC”), aladipipate in PIM’s markets and
receive cost-based compensatidrAEP Ohio’s logic in citing these examples is fev
for several reasons.

First, AEP Ohio and its generation affiliate (AERZperate in a deregulated
state (Ohio). Dominion operates in a regulatetest@his is a vital fact. As RESA
Witness Bennett put it:

it's an apples and oranges comparison to look sttafoservice for
a generation asset in a vertically-integrated stetehasn’'t made
the decision to become a competitive state, arasaaf service
ratemaking for something that is an unregulatedtabsat’s part of
an unregulated subsidiary that’s now being tramséd into a cost
of service ratemakiny).

Dominion, as a regulated utility, must follow centaules that AEP Ohio and AEPGR

would not under AEP Ohio’s proposal.

apparently cannot. It asserts that the PUCO shmoakk an express finding that there is no defiaitiv
evidence that approving the PPA Rider will distedtV markets.SeePost-Hearing Brief of the Ohio
Energy Group at 3. There is an abundance of ev@ltrat the PPA Rider will distort the PIJM markets.
See, e.gDirect Testimony of Ramteen Sioshansi (OCC Ex.fil@) September 11, 2015; Direct
Testimony of Joseph E. Bowring (IMM Ex. 2) filed &snber 28, 2015.

12 AEP Ohio Brief at 133; 135-37.

13 AEP Ohio Brief at 136.

41d. at 136-137.

15 Hearing Transcript at Vol. XXII, p. 5546:1017.



Further, the PPAs proposed by AEP Ohio are difietfean Dominion’s
generation PPAs. P3/EPSA Witness Cavicchi expteihat Dominion’s PPAs are
developed through competitive bitfs P3/EPSA Witness Cavicchi went on to describe
that in that situation, “the requirements thatgbler undertakes are very substantial, and
in my experience quite a bit different than an agrent that wasn’t subject to a
competitive process like the power purchase agreteniere that AEP Ohio is proposing
to enter into with its affiliate, with AEP Generaii Resources:*

Dominion’s situation is also different than AEPi@k here because Dominion,
as P3/EPSA Witness Cavicchi explained, is a regdlatility. It has rates set based on a
test-year> And “once those rates are set, the utility wheeiving those rates, in this
case the vertically-integrated company, which iy ftegulated, has a great incentive to
minimize its costs so as to be able to achievedhan on equity that's been built into its
rate structure®® Under AEP Ohio’s PPA Rider proposal, which estaif'cost-plus”
contract with costs charged to consumers, AEPGRdvoat have the same cost-control
incentives.

AEP Ohio’s comparison between its PPA proposalEKRBC’s participation in
PJM markets is also flawed. Most notably, AEP Qh®an investor-owned utility, seeks
to maximize shareholder (owner) value. Its shdddre (owners) and its customers are
not the same. EKPC'’s incentives are differenis & non-profit entity owned by 16

electric distribution cooperatives that are in tamned by their customers. EKPC’s

1 Seeid. at Vol. XXI, p. 5292:13-15.
71d. at Vol. XXI, p. 5292:22-5293:4.
18 Sedd. at Vol. XXI, p. 5293:16-18.
¥1d. at Vol. XXI, p. 5293:19-24.



member-owners are its customers. EKPC'’s incenavesundamentally different than
AEP Ohio’s. AEP Ohio, in contrast to EKPC, willeketo maximize profits even if its
methods for doing so distort and undermine the Pilvkets — and harm consumers.
AEP Ohio contends that PIM’s Independent Marketikdo (“IMM”) confirmed
AEP Ohio’s position that cost-based compensatiogémeration has not and will not
disrupt the PIJM markets. In support of this argaidEP Ohio quotes the IMM’s
testimony that “every auction that has been cotetllan PIJM ‘has produced competitive
results, and the behavior of the participants veaspetitive.”*® AEP Ohio’s assertion is
misleading?® It takes the Market Monitor’s testimony out ohext. The Market
Monitor’s full response to a question posed by PUC#dnmissioner Haque is as follows:

COMMISSIONER HAQUE: Can everyone hear? Okay. Great.
Bowring, just one quick question and I'll ask yauréspond to this
guestion generally. | am not talking about spea@bmpanies,
specific units, but the units that have -- thank,ygour Honor --
the units that have bid and cleared CP auctiotisisgoint. In
your opinion have those units been bid competiibeaised upon
your thoughts, understanding, notion of competibigeling
practices?

THE WITNESS: So let me answer two ways. One is timaker the
existing rules, units — all units have bid compegity. But if -- if
you think about a competitive offer from a subsédizinit being at
less than what it would be without the subsidiesntthat’s not
true in every case. So some units -- the offesoaie units reflect
those subsidies; that is permitted under the cturtdes.

COMMISSIONER HAQUE: So if | clarify that questiorylsaying
those units that do not presently receive the slidssthat have
been articulated by you and Mr. McKenzie for exaation, does
that -- can you respond to that?

20 AEP Brief at 135-136 (citing Hearing TranscripMatl. XXI, p. 5256).

% The assertion that the PPA Rider in the Jointuifon is better than that originally proposedaiese its
term is shorter is also misleading. In what ishpes a Freudian slip, and no doubt foreshadowiimg$tto
come, AEP Ohio in addressing the financial neetbfaaf the ESP Il Opinion and Order says thatRifA
Rider will increase “the probability that these geating units will remain operatingrough their useful
lives. ...” SeeAEP Ohio Brief at 34 (italics added).
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THE WITNESS: Yes, of course. Yes. And so we dotaitel
review in realtime and ahead of time, as well ésrahe fact, of
every auction and, yes, it's been our conclusian ¢évery capacity
auction, including the most recent capacity pertomoe action for
18-'19 delivery year was --produced competitiveuks, and the
behavior of participants was competitive.

COMMISSIONER HAQUE: Thank you, Dr. Bowrirfg.

There, the Market Monitor makes a clear distincbetween a generating unit

that is receiving a subsidy, like the PPA Unitg] argenerating unit that is not receiving

a subsidy. He states that an offer into the PJIvkets from a subsidized generator is not

necessarily competitive. AEP Ohio’s suggestiothat the Market Monitor was making

a sweeping statement that all generation unitsu@neg units that receive subsidies) can

bid without distorting markets — is misleading andccurate

C. AEP Ohio’s Amended Application and Settlement shuld be
evaluated and denied by the PUCO without using théree-prong test
for settlements, but the Amended Application and Sdement should
be denied to protect consumers even if the settlemeest is used.

1. In the interest of justice for a million consumes, the PUCO
should evaluate the proposals of parties without uisg the
three-prong test for settlements.

The test historically applied to settlements haselprongs:

1. Is the settlement a product of serious barggiaimong
capable, knowledgeable parties, where there igsityeof
interests among the stipulating parties?

2. Does the settlement package violate any impbrta
regulatory principle or practice?

%2 Hearing Transcript at Vol. XXI, p. 5255:12-5256:18

% Misleading is a theme in AEP Ohio’s initial brieit asserts that the reduced return on equityfigpin

the Joint Stipulation will “produce savings for turmers of $86 million[.]” SeeAEP Ohio Brief at 36see
also id.at 100-101. In reality, reducing the return onigg(profit) simply means that consumers can keep
more of their own money, not “save” it due to thduction.

8



3. Does the settlement, as a package, benefit rateppagd the public
interest?

AEP Ohio asserts that the three-prong test shcaiapplied heré® It should not
be applied here. Instead, as ELPC Witness Rebggaieed, “the Stipulation cannot be
found to be in the public interest absent a camefulew of each of its terms —
individually, in addition to as an interactive wadf® Upon that careful review, ELPC
Witness Rebago concluded that “the record lacksriesy that fleshes out the elements
of the settlement in a way that allows the Comrois$o reach a decision about whether
this package is in the public interest based omtksts.”’

Other than Staff® five signatory parties filed initial briefs. Nkér Interstate Gas

Supply, Inc. (“IGS”) nor Direct Energy Services, Cl("Direct Energy”) even attempt to

24 Consumers’ Counsel v. Pub. Util. ComB¥ Ohio St.3d 123, 126 (1992). AEP Ohio’s agserthat the
focus under the first prong is only on negotiafiregties, not signatory parties, is wrorgee, e.g., In the
Matter of the Application of The Dayton Power anght Company for the Creation of a Rate Stabilizati
Surcharge Rider and Distribution Rate Increa2805 PUC Lexis 694, *10-11 (Case No. 05-276-ERAI
(responding to argument that signatory partiesddakiversity of interests, PUCO noted that “thenaigry
parties do represent a diversity of interestsi)the Matter of the Application of Vectren Enefdglivery of
Ohio, Inc. for Approval, Pursuant to Revised Codetf®n 4929.11, of a Tariff to Recover Conservation
Expenses and Decoupling Revenues Pursuant to AtitoAdjustment Mechanisms and for Such
Accounting Authority as May be Required to DefartSixpenses and Revenues for Future Recovery
Through Such Adjustment Mechanis2@07 PUC Lexis 43735-36 (Case No. 05-144-GA-UNC).

% SeeAEP Ohio Brief at 25-26.
*® SeeDirect Testimony of Karl R. Rabago (ELPC Ex. 193di December 28, 2015 at 4.
' Seeid

% The Post-Hearing Brief submitted on behalf of $ttaff of the Public Utilities Commission of Ohio
largely ignores the record. It cites to the Hegiffmanscript once. Otherwise, it restates thetJoin
Stipulation’s provisions and AEP Ohio Witness WEith A. Allen’s Direct Testimony. This is inexplidab
given Staff's acknowledgement that in connectiothuhe first phase of this case, AEP Ohio resporded
over 1,100 data requests, supplemented over 7lepaarticipated in a month of evidentiary heasirend
37 witnesses testified at the hearirBeePost-Hearing Brief submitted on behalf of the Stdiffhe Public
Utilities Commission of Ohio at 6. Of course, tleeord is even more voluminous given the data r&igue
withesses, and evidentiary hearing regarding the Jipulation. Although Staff asserts that “the
evidence of record supports and justifies a findirag [the Joint Stipulation’s] terms are just and
reasonable[,]” Staff does not analyze the rec@de idat 4;see also id. generallyThis is brought into
stark relief by Staff's assertion that the Joinp&htion’s benefits are “self-explanatorySee idat 11. If
they were self-explanatory, the more than 1,108 dequests, 40 witnesses, and 4 weeks of evidgntiar
hearing must have been, what, meaningless?



defend the Joint Stipulation or analyze the redolig.>® Instead, they discuss provisions
of the Joint Stipulation benefiting them — a customeferral program, the inaptly and
cynically named “Competition Incentive” Rider (whics neither about competition or an
incentive, but is anti-consumer), Supplier Consaikd Billing, and smart meter
deployment® The Mid-Atlantic Renewable Energy Coalition (“MAR") does not cite
the record or evaluate the Joint Stipulafibrinstead, it asserts that the PUCO should
approve the Joint Stipulation so more renewableggnex advantages can be realiZéd.
The Post-Hearing Brief of the Ohio Energy Groufoisy on argument but short on
record support — citing the Hearing Transcript ryefige times over 22 pagés. Ohio
Energy Group clearly focuses on the Joint Stipoesi provisions “important to large
energy-intensive customers” — its members — sudb&sning consumer subsidies for
the IRP program and automaker crédit.

Buckeye Power, Inc.’s Post-Hearing Brief is a défd side of the same coin.

Rather than support a particular provision bemsgjitt, Buckeye Power, Inc. goes out of

29 seeloint Initial Brief of Interstate Gas Supply, InBirect Energy Services, LLC, and Direct Energy
Business, LLC.

% 'See idat 5-9. The Retail Energy Supply Association, Gelfetion Newenergy, Inc., and Exelon
Generation Company LLC explained that the “Comjmetitncentive” Rider and the Supplier Consolidated
Billing Program are actually “discriminatory andjust.” Seelnitial Brief of Retail Energy Supply
Association, Constellation Newenergy, Inc., andl&xéeneration Company LLC at 56-57. The Ohio
Manufacturers’ Association Energy Group explairteat t[a]ll costs associated with [the Supplier
Consolidated Billing Program] should be borne kg ieneficiaries of the program, not spread, in, part
across all customer classesSeelnitial Brief of The Ohio Manufacturers’ Associatidcnergy Group at 55.

31 SeePost-Hearing Brief of the Mid-Atlantic RenewabledEgy Coalition.
2 seeid.
33 SeePost-Hearing Brief of the Ohio Energy Group.

3 See idat 7-11. As the Ohio Manufacturers’ Associatiorefgy Group pointed out, “there is no logical
reason for why AEP-Ohio proposes to broaden IRI-&igibility and increase the credits providemd
narrow class of beneficiaries” other than obtairsignpatures on the Joint Stipulatio8eelnitial Brief of
The Ohio Manufacturers’ Association Energy Group&61.
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its way to inform the PUCO that it it supporting — indeed, has “removed itself from”
— those parts of the Joint Stipulation that impiatt

These initial briefs confirm ELPC Witness Rebagwsaclusion that “[t]he [Joint]
Stipulation appears to be a deal to allow the Caompa recover costs for the proposed
PPA in return for the many elements of the deaglated to the core PPA* The PUCO
has warned against the practice of paying signgtaryles, stating that, “parties to future
stipulations should be forewarned that such prousiare strongly disfavored by this
Commission and are highly likely to be strickemfirany future stipulation submitted to
the Commission for approval.” Yet, as pointed out by ELPC Witness Rebago, and
OCC Witness Haugff AEP Ohio has presented the PUCO with a Joint Biiijon that
does exactly that. Itis a hodgepodge of handoutsdividual signatory parties in return
for supporting the PPA Rider, not a package.

a. Prong 1: The settlement fails the first prong beause it

lacks the serious bargaining and the diversity of
interests required for PUCO approval.

Based on AEP Ohio’s own evidence, and that of O6€Cahers, OCC showed in
its initial brief that the first prong is failed t&ause the Joint Stipulation contains
numerous, material unknowns, and is so vague amibawus, that the Signatory Parties

were not knowledgeable of the settlement’s resuignatory Parties’ many footnoted

% SeeBuckeye Power, Inc.’s Post-Hearing Brief at 20-22.
% Direct Testimony of Karl R. Rebago (ELPC Ex. 1i®d December 28, 2015 at 4:7-8.

371n the Matter of the Application of Columbus Southeower Company and Ohio Power Company for
Authority to Recover Costs Associated with theniite Construction and Operation of an Integrated
Gasification Combined Cycle Electric Generation Higc, Case No. 05-376-EL-UNC, Order on Remand
at 12 (Feb. 11, 2015).

3 Direct Testimony of Michael P. Haugh (OCC Ex. 8B} December 28, 2015 at 5.
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opt-out$® from material provisions in the Joint Stipulatidemonstrate a lack of diversity
among Signatory Parties, as does the fact thateesal customers are not represented.
Those same residential customers are left to pathé&Joint Stipulation’s handouts.
AEP Ohio and the Signatory Parties are using gikeple’s money.

The undefined, impractical standards by which AER0@ commitments will be
evaluated confirm a lack of serious bargaininge Jbint Stipulation was not a seriously
bargained for agreement, but a compilation of eghvalents and inducements for
parties to sign it (to be paid by consumers whoospghe Joint Stipulation).

I. The Joint Stipulation is not the settlement it's
advertised to be, is more of an agreement to
disagree, and therefore fails the first prong of te
settlement test.

The so-called Settlement is, in material respextse of an agreement to disagree
than an agreement. For example, Sierra Club, #38& Direct Energy have footnoted-out
of some of the most material terms that AEP Ohiedsen the settlemefil. In addition,
Industrial Energy Users-Ohio agreed not to oppbeelbint Stipulation, and received $8
million.** The Industrial Energy Users did not agree; theyaly committed to not
oppose the Settlement.

These non-agreements (or agreements to disageeaptthe serious bargaining
contemplated by the first prong of the settlemésmidard. And they’re not representing

diverse interests that reached agreement.

** Sjerra Club has 12, Direct Energy 6, IGS 6, OPARMH Buckeye Power, Inc. 1.
‘0 OCCIAPJN Brief at 38t seq
“1 SeeP3/EPSA Exhibit 11, admitted at Hearing Transcvipt XX, p. 5313.
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The non-agreements do not give the PUCO (and the fiblic) the benefit of
the serious give and take that is bargaining foorapromise solution. Instead, they
reflect the lack of serious bargaining that is asi@r path, including for the utility, than
an actual settlement resolution. The PUCO shootdmstake such agreements for an
actual settlement. And the furnishing of cashashcequivalents in the “settlement”
process, by the utility, should not be mistakenbiarad public policy achievements.

The PUCO should not be distracted or misled byatheertisement of the
document as the settlement it is not. The mangnfies-out in the fine print (Sierra
Club itself has 12 footnotes of non-agreement) aktree truth. The alleged diverse
interests such as environmental groups and coropetive not had a serious bargaining
for consensus. They could not reach consensusordingly, the settlement fails the
first-prong of the settlement standard.

b. Prong 2: The Joint Stipulation, as a package,ioates

important regulatory principles or practices, which
results in harm to consumers.

Based on AEP Ohio’s own evidence, and that of OG€ahers (as OCC
showed in its initial brief), the second pronga#dd because the Joint Stipulation
contains little more than contingent “commitmertts’make future filings. Such filings
may or may not be approved. Their purported b&nafay or may not materialize.

The Settlement would create a mess of Ohio’s glasi(and policy in R.C.
4928.02(A) to R.C. 4928.02(H), and others) reqgitime use of markets for setting
electric generation prices for Ohioans. AdditibpahEP Ohio’s subsidized power
plants may be required to bid into markets at gribat will not clear (per the PIM
Market Monitor Brief at 8-9). That means Ohioarmwd pay AEP Ohio even more —

much more — that the $700 projected by OCC Withg#son.
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Even Ohio Energy Group (“OEG”), a signer of thet®atent no less, has rightly
expressed its concern that this eventuality “walraimatically raise the level of costs
collected [from customers] through the PPA Rid€@EG Brief at 20). OEG wants the
PUCO to “reserve the right to reevaluate, modifyteominate the PPA rider....1d.)
That’s very telling, coming from a settlement sitgmg and a group of large customers.

But a much better idea is to avoid the need toakeete and terminate the
Settlement by rejecting it in the first place. Blisham Choueiki, PUCO Staff witness,
testified that “[i]t's a fully functionally competve market in Ohio, a generation service,
so there is no need for anything else on the géoarside.” (Transcript at Vol. XVI, p.
3915:17-22). That is so true. At this point in @kiarc of embracing competitive
markets for pricing of electric generation servjaegulatory principles hold no place for
re-regulatory PPA proposals.

The term for 900 megawatts of renewable energytpliaranother example of the
stipulators’ disregard for regulatory principleas Dr. Choueiki testified for the PUCO
Staff, Ohio is a “fully functionally competitive mieet” for generatiort? Therefore, the
regulatory principle is that Ohio consumers paykagaprices for generation. Ohioans
aren’t supposed to pay government-imposed ratemémopoly generation projects, as
Sierra Club and AEP Ohio would havé3itThey turn Ohio policy and regulatory

principles in R.C. 4928.02 upside down.

** Hearing Transcript at Vol. XVI, p. 3915:17-22.

** The PUCO has recognized as much. It rejected ARB'©efforts to have customer-funded renewables
in connection with AEP Ohio’s Turning Point proje&ee In the Matter of the Long-Term Forecast Report
of Ohio Power Company and Related Matters; In tregtét of the Long-Term Forecast Report of
Columbus Southern Power Company and Related Maf6ds3 Ohio PUC Lexis 3 (Case No. 10-501-EL-
FOR) (January 9, 2013).
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In this regard, the Ohio General Assembly deterdhime Senate Bill 310, to
freeze the renewable energy mandates. And ther&ek&sembly ended the in-state
preference. Itis not for AEP Ohio and Sierra Clolinilaterally undo what the Ohio
General Assembly resolved.

The inaptly named “Competition Incentive” Ridemich in reality undermines
competition and is a disincentive for effective keds for serving Ohio consumers -- is
another term that is a violation of regulatory piptes. Even the Ohio Providers of
Affordable Energy (whose settlement signature ialhically make energless
affordablefor a million Ohio consumers by about $700 eactore*) would not sign
this one. (It footnoted out.)

This term is a low-point for regulatory principlegnd the misuse of the English
language). At the expense of standard offer coessinthe term will have government
regulators artificially increase the price of tharket-based standard offer. That bit of
government and marketer interference in the etattnmarket will help drive consumers
to marketers such as, unsurprisingly, IGS and DiE@ergy. That is bad for consumers.

Further, the PUCO should require a level of cedttand a level of clarity, of
stipulations. The Joint Stipulation contains saynanknowns, and is so vague and
ambiguous, that it is uncertain and unclear. dte design is flawed because it departs

from principles of cost causation and disproportety affects residential customérs.

* SeeSupplemental Direct Testimony of James F. WilsoB(QCEx. 34) filed December 28, 2015 at 11:3-
5.

*> SeeDirect Testimony of Robert F. Fortney (OCC Ex. 8®d December 28, 2015.
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i The PUCO should not evaluate the settlement as
a “package.”

The PUCO should not apply the settlement test tsicer the Joint Stipulation as
a “package” under the three-prong t€sfThe settlement is a hodgepodge (not a package)
of unrelated terms, including “gimmes” to inducetas signatories to sign. The terms
that are inducements to sign lack a reasonablesriexihe subject of the case, the power
purchase agreement, and are not a package.

Moreover, there was no notice that this case waatatbnsumer funding of
renewable energy, driving consumers away from téwedard offer, consumer payment
for a mass roll-out of the smart grid, subsidigsni@mbers of an association of
weatherization providers, and so on. The Settlértpatkage” was contrived largely for
AEP Ohio’s purpose of obtaining PUCO approval sfatofit guarantees for Ohioans to
subsidize the power plants of its corporate atlia

That is not a “package” that should be countenabgdtie PUCQO’s settlement
standards. Each term of this settlement shouddatdall on its own merits or demerits
(and most of the terms should not even be considarthis case).

C. Prong 3: The Joint Stipulation, as a package,as not
benefit consumers and is not in the public interest

I. The Joint Stipulation fails the settlement tests
third prong.

The Joint Stipulation is not in the public interbstause consumers would
actually be worse off under it than they would erevonly the PPA Rider approved.

And the PPA Rider is not in the public interestdaese it is estimated to cost AEP Ohio’s

“% In addition to OCC and Appalachian Peace andchistetwork making the same point in their initial
brief, other parties did, tocSee, e.glnitial Brief of The Ohio Manufacturers’ Associatidcnergy Group
at 22-23 (“The balkanized nature of the Stipulatioakes it virtually impossible to know the ‘packagg
purported benefits that the Signatories are requesdr approval.”)
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1.3 million customers $1.9 billion ($700 per custhover the 8-year term of the
Settlement.

Just as the Settlement terms contravene regulptorgiples under the second
prong of the PUCOQO’s settlement test, the terms @aleaontrary to the public interest
under the test’s third prong. For one matter, gnms would deprive consumers of the
benefits of electric markets. As stated, the segiet would wreak havoc on Ohio’s
policy (in R.C. 4928.02) for the use of market®émefit Ohio consumers.

Worse, Ohioans could have to pay AEP Ohio even merauch more — than
the $700 projected by OCC Witness Wilson. The neasohat AEP Ohio’s subsidized
power plants may be required to bid into marketwiaes that will not clear. (PJM
Market Monitor Brief at 8-9.)

Even Ohio Energy Group (“OEG”), a signer of thelsatent no less, has rightly
expressed its concern that this eventuality “walraimatically raise the level of costs
collected [from customers] through the PPA Rid€@EG Brief at 20.) OEG wants the
PUCO to “reserve the right to reevaluate, modifyteominate the PPA rider...."Id.)
That’s very telling, coming from a settlement sitgmg and a group of large customers.

But a much better idea for benefiting consumets evoid the need in the first
place to reevaluate and terminate the settlemenrgjbgting it. Dr. Hisham Choueiki,
PUCO Staff witness, testified that “[i]t's a fulfunctionally competitive market in Ohio,
a generation service, so there is no need for amy#lse on the generation side.”
(Transcript XVI at 3915:17-22).) That is so trée.this point in Ohio’s arc of embracing
competitive markets for pricing of electric genaatservices, the public interest holds

no place for re-regulatory PPA proposals. AEP Ghapplication and the Settlement
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should be rejected, to preserve the benefits oketsufor Ohioans and to protect the
public interest.

The term for 900 megawatts of renewable energytpliaranother example of the
settlement’s disregard for customer benefits aedotiblic interest. As Dr. Choueiki
testified for the PUCO Staff, Ohio is a “fully fuim@nally competitive market” for
generatiorf’ Therefore, the public interest is that Ohio canets pay market prices for
generation; they aren’t supposed to pay governnmepbsed rates for generation by a
monopoly utility, as Sierra Club and AEP Ohio wobkle it. They turn Ohio policy in
R.C. 4928.02 upside down. Also, as a public irstengatter under the third prong, it is
not clear how to evaluate the meaning of the reb&av@ommitment given the
complexities involved in whether the 900 MW of revadle energy would be built.

The inaptly named “Competition Incentive” Ridemich in reality undermines
competition and is a disincentive for effective keds for serving Ohio consumers -- is
another term that violates the public interest @eprives consumers of the benefits of
markets. Even the Ohio Providers of Affordable igggwhose settlement signature will
make energyess affordabldor a million Ohio consumers by about $700 or ni9re
would not sign this one. (It footnoted out.)

This term for increasing AEP Ohio’s market-baseshgard offer is a low-point
for the public interest (and the misuse of the Eiglanguage). At the expense of
standard offer consumers, this term will have goreent regulators artificially increase

the price of the market-based standard offer. Bhaif government and marketer

*” Hearing Transcript at Vol. XVI, p. 3915:17-22.

*® SeeSupplemental Direct Testimony of James F. WilsoB(CEx. 34) filed December 28, 2015 at 11:3-
5.
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interference in the electricity market will helgwdr consumers to marketers such as,
unsurprisingly, settlement signatories IGS and &iEnergy. That is bad for consumers.

Further, the Joint Stipulation is not in the pulititerest because it contains so
many unknowns — especially related to costs —|&ate consumers unprotected. The
Joint Stipulation is so vague and ambiguous thatlitplunge consumers of all types into
an endless wave of litigation, and there are noningéul standards by which AEP
Ohio’s commitments will be judgetf

Its purported benefits are overstated. For exanipéePPA Rider is not necessary
for customers to realize any rate hedging bef®fnd the Joint Stipulation is a mere
hodgepodge of unrelated provisions containing castash equivalents paid for by other
people (consumers) provided to Signatory Partigsturn for supporting the PPAs and
the PPA Rider.

il. AEP Ohio’s proposals fail the ESP IIl Opinion
and Orders’ factors and requirements.

Based on AEP Ohio’s own evidence, and that of O athers, OCC showed in

its initial brief that AEP Ohio has failed to méist burden under ESP IlI's factors and

9 AEP Ohio recognizes the importance of clarity #ralhigh risk of litigation in its absenc&eeAEP

Ohio Brief at 18 (asserting that subsection (BY(®}(c) of the ESP statute are inferior to the R3fan
option for ensuring generation in Ohio becausesghprovisions contain so many vague, untested ptsice
that would cause litigation and delay”).

* Relatedly, AEP Ohio asserts that passing up tipempnity to approve the PPA Rider will subject ®hi
consumers to volatility SeeAEP Ohio Brief at 17. As OCC pointed out, givehthé forecasts, true-ups,
and over and under collection adjustments and yegrrterly reconciliations, it is more likely thaEP
Ohio’s PPA Rider will increase rate volatilittseeOCC'’s Initial Brief at 21 and notes 82-87.
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requirements set out by the PUCO. The PPA Unitsiarén financial need: AEP

Ohio’s proposed 10.38 percent return on equityf{ror deregulated generation is
unjust, unreasonable, unprecedented, and will ltamsumers. Based on the same
evidence, the PPA Units are not necessary in 6§hiture reliability concerns, including
supply diversity’> PJM is responsible for, and capable of, ensuetigbility and
resource adequacy. And the PPA Units do not contribute to supplyedsity — they are
coal-fired units in a coal-dominated stateAgain based on the same evidence, AEP
Ohio has failed to show the PPA Units’ compliangthwurrent environmental
regulations and a plan for complying with futuresieonmental regulations. Also based
on the same evidence, AEP Ohio has failed to shevimipact that closing the PPA
Units would have on electric prices and the resglgffect on economic development in
the state® It produced no evidence regarding the impactlectic prices, and no

credible evidence on economic impact caused by &t closures.

L AEP ESP lll, Case No, 13-2385-EL-SSO, Opinion @nder at 25 ( first factor). During the evidenyiar
hearing in the first phase of this case, AEP Ohiyssident was presented with multiple investor
presentations showing how much AEP’s assets inedeiasvalue and that the PPA Units are “well-
positioned from a cost and operational perspettiEarticipate in the competitive market[.$eeOCC'’s
Brief at 71-72. During cross-examination at tharfireg and in its initial brief, AEP Ohio relied am
investor presentation to call into question théinesny of Dynegy Witness EllisSeeAEP Ohio Brief at
93-94. It appears that OCC and AEP Ohio are inm@cthat the PUCO should give great weight to what
companies say in their investor presentations.

*2The ESP Il Opinion and Order’s at 25 (seconddgct
> See, e.gBrief for Amicus Curiae PJM Interconnection, L.L.&.9-12.

** AEP Ohio asserts that the PPA Rider will help $farm it into the “utility of the future."SeeAEP Ohio
Brief at 7. Such assertion is contrary to the enize. The PPA Rider will subsidize older, ineéit, coal-
fired generation in a state already dominated la.c8eeOCC Initial Brief at 78.

> The ESP Il Opinion and Order at 25 (third factor)
*® The ESP Il Opinion and Order at 25 (fourth fagtor

20



AEP Ohio has not provided for rigorous PUCO ovdrsigull information
sharing, and allocating financial risk as requited’here is no public participation and
transparency. There are limitations and restmstion the information to be shared with
the PUCO, and no rights to information for othéerasted parties. The very substantial
costs associated with PUCO invocation of the ttdw$ AEP Ohio asserts allocates risks
to it render them unrealistic and ineffective aadnhful to consumers. Consumers bear
all the risk associated with the PPA units.

iii. The PUCO should not evaluate the settlementsa
a “package.”

As stated, the PUCO should not apply the settlenestto consider the Joint
Stipulation as a “package” under the three-prosg’feThe settlement is a hodgepodge
(not a package) of unrelated terms, including “giesiro induce certain signatories to
sign. These terms are tailored to the individuatips to be induced to sign, and should
not be confused with benefits to customers geneoalthe public interest. The terms
that are inducements to sign lack a reasonablesriexihe subject of the case, the power
purchase agreement, and are therefore not a package

Moreover, there was no notice that this case wasatatbnsumer funding of
renewable energy, consumer payment for a massublf the smart grid, subsidies for
members of an association of weatherization praosidend so on. The Settlement
“package” was contrived largely for AEP Ohio’s posp of obtaining PUCO approval of

the profit guarantees for Ohioans’ to subsidizepeer plants of its corporate affiliate.

" The ESP Il Opinion and Order at 25-26 (“additibregjuirements”).

%8 |n addition to OCC and Appalachian Peace andchistetwork making the same point in their initial
brief, other parties did, tocSee, e.glnitial Brief of The Ohio Manufacturers’ Associatidcnergy Group
at 22-23 (“The balkanized nature of the Stipulatioakes it virtually impossible to know the ‘packagg
purported benefits that the Signatories are requesir approval.”)
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That is not a “package” that should be countenabgdtie PUCQO’s settlement
standards. Each term of this settlement shouddatdall on its own merits or demerits
(and most of the terms should not even be considarthis case).

D. OCC Witness Wilson’s market-based figures showgnconsumer

impacts of the Settlement are properly calculated;ontrary to AEP
Ohio’s critique.

AEP Ohio claims that OCC Witness Wilson’s figuresdwing consumer
impacts) are unreliable because futures pricesoticepresent economic principles of
demand, supply, and the resulting pri¢@his is not true. OCC Witness Wilson
explained that future prices “reflect a consendusarket participants’ expectations of
future prices, reflecting their expectations angéasts of supply, demand and pri¢.”
Although market participants pursue a range ofahjes through futures transactions,
“their hedging actions will reflect and represdrgit expectations and forecasts of prices
in the coming months and yeabgcause the futures contract is simply an altexeato
paying those prices>

Further, and contrary to AEP Ohio’s assertionsielie sufficient liquidity in
electric energy forward¥. OCC Witness Wilson decided to use the AEP-Daytah
day-ahead prices — “AEP-Dayton Hub day-ahead wereight prices to use for [his]
analysis.®® AEP Ohio did not challenge the propriety of OC@n&'ss Wilson’s choice.
And its challenge to the level of liquidity is besdi by the fact that there are multiple

exchanges on which futures are traded, additiomatiracts for the real-time market with

% AEP Ohio Brief at 85-86.

%9 Supplemental Testimony of James F. Wilson (OCC38 filed December 28, 2015 at 11:14-16.
11d. at 11:117-12:2 (italics added).

%2 SeeAEP Ohio Brief at 87.

83 SeeHearing Transcript at Vol. XV, p. 3815:6-10.
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large volume and similar prices to those used b ®@tness Wilson, and other hubs
geographically close and well interconnected toefleetricity grid®* So when AEP Ohio
attempts to challenge liquidity, it inappropriatédpks at “only a small part of a much
larger picture.®®

AEP Ohio is also wrong in its assertion that OCQGnass Wilson’s market-
figures are inaccurate because neither party utuads transaction is concerned with the
actual future price of enerd§. As OCC Witness Wilson explained clearly: “Botiries
to a futures transaction have engaged in the tcinsaprecisely because they are
concerned about future price levels. The transacimws them to protect themselves
from undesirable price movements, at least foptbrtion of their sales or purchases
covered by the transactiofiIn fact parties to such a transaction “likely exated future
market conditions very carefully before enterinithe transaction®®

AEP Ohio asserted that financial participants (W3 Ohio describes as
“speculating”§® are not concerned with the actual future pricersrgy. But OCC
Witness Wilson pointed out that financial partigipmengage in future transactions
because they believe that prices will move in anection or the other. “[T]hey too are

taking a position based on their evaluation of fetmnarket conditions’®

% Seeidat p. 3814:4-17.

% See idat 3814:2-19. Importantly, OCC Witness Wilsonaitesl the prices from these other sources in
connection with his analysisSee idat 3815:6-10. He found them to be “very clos8é&e id.

 AEP Ohio Brief at 86 (citing AEP Ohio Ex. 50 at 3)

67 Supplemental Testimony of James F. Wilson (OCC32) filed December 28, 2015 at 12:9-12
(emphasis in original).

8d. at 12:12-14.
% SeeAEP Ohio Brief at 85.
0 Supplemental Testimony of James F. Wilson (OCC38 filed December 28, 2015 at 12:16-18.
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AEP Ohio Witness Bletzacker’s assertion that laggat natural gas futures are
“tethered” to current spot market prices is troted by AEP Ohid! But AEP Ohio
conveniently leaves out AEP Ohio Witness Bletzaskeationale for the assertion — the
“tethering” is due to storag@. This omission is no doubt explained by AEP Ohio’s
recognition that AEP Ohio Witness Bletzacker’'saaéle is, in OCC Witness Wilson’s
words, “nonsense’® Storage is not used to protect against possilblee price increases

— “it is far too valuable and costly to use in thenner.** Because natural gas storage

"L SeeAEP Ohio Brief at 87-88.

2 Compare id(no mention of storageyith Rebuttal Testimony of Karl R. Bletzacker (AEP OBi. 50)
filed October 27, 2015 at 4-5 (asserted “tetherisdprimarily due to the ability to purchase arndre spot
market natural gas and to sell at cost-based sabspreads.”)

3 Supplemental Testimony of James F. Wilson (OCC38 filed December 28, 2015 at 14:14-22.
74 ;
See id.
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is cycled on an annual basis, it may, to some éxtennect winter prices to summer
prices’® But storage does not “tether” future prices toent prices.’

AEP Ohio asserts that the market-based futuresgdre not accurate because
they do not take into account the impact of thea@IBower Plan or other G&missions
costs’’ Wrong again. First, it is not possible for AERi®to determine whether future
prices do or do not reflect a particular anticipgpelicy change, like the Clean Power
Plan’® That is information personal to each participars futures transaction. Second,
AEP Ohio provides no evidence, just a baselesm¢lar why futures market
participants would ignore the potential impactlef Clean Power Plan or other £O
policy in their decisions to engage in transactiansertain price&’ Futures prices reflect
market participants’ expectations of future pribased on all relevant supply and
demand factors, including CO2 policy, if they catesiit relevanf® It would be
completely irrational and potentially disastrousfittures market participants to ignore
such concerns.

OCC Witness Wilson did not “use futures prices fritva twelve-month period
November 2019 through October 2020 as the futuiesgfor the next 50 months[,]” as
AEP Ohio argue& Instead, he “accepted the pattern reflected iR &fhio’s energy

price forecast[.]** He thenscaledAEP Ohio’s energy prices to match, on average,

" seeid.

®Seeid.

" AEP Ohio Brief at 89.

8 Supplemental Testimony of James F. Wilson (OCC38 filed December 28, 2015 at 13:9-11.
1d. at 13:14-16.

8d. at 13:17-10.

81 SeeAEP Ohio Brief at 90.

82 SeeDirect Testimony of James F. Wilson (OCC Ex. 1®diSeptember 11, 2015 at 54:4-12.

25



forward price$® So for the years 2020-2024 OCC Witness WilsilhusedAEP Ohio’s
forecasted energy prices, but adjusted them foaresysis based on the ratfoor
relationship®™ between 2019-2020 forward prices and AEP Ohio’s92P020 prices —
the best evidence availabfe.

OCC Witness Wilson explained that the “sanity cli¢ok the price assumptions
he used was the best one — the “consensus of npakatipants.?” So AEP Ohio’s
assertion that OCC Witness did not employ a “sattigek” is wrondg® In fact, OCC
Witness Wilson pointed out that using AEP Ohio’sfprred “sanity check” — applying
his methods to the entire PIM mafRet would not be one at afl.

E. AEP Ohio’s focus on market prices is relevant ithe PPA Units are

offered into the PIM market and actually clear thatmarket; the worst
case scenario for consumers is that the PPA Unitod't clear.

AEP Ohio’s focus on OCC Witness Wilson’s energygemestimates are relevant
to the discussion if, and only if, the PPA Units affered into the PJM markets and
those units clear. OCC'’s $1.9 billion estimatedtdo consumers presumes a revenue
stream to offset the PPA Unit costs. The worst saseario for consumers is those plants
are offered into the market and they don’t clearfa and OEG warned). That
eventuality (the PPA Units do not clear) would m#aat there are no capacity (as well as

energy) revenues from the market to offset thescaistl guaranteed profit of those units.

# See idat 51:4-52:5.
8 SeeHearing Transcript at Vol. XV, p. 3817:23-3818:3.
8 See idat p. 3819:10-19.

8 See idat p. 3819:4-9 (“There aren't forward prices fonge months [November 2020 through December
2024] for AD Hub day-ahead.”)

87 SeeRedacted Public Version of Hearing Transcript ak WII, p. 5521:12-19.
% SeeAEP Ohio Brief at 90-91.
¥ see id.

% SeeRedacted Public Version of Hearing Transcript ak XII, p. 5521:12-19.
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There, the worst result of what is agreed to inSht@lement will be visited on a million
AEP Ohio consumers, “dramatically” (in OEG’s wottjsncreasing the estimated costs
charged to consumers through the PPA Rider.

PJM in its amicus brief has included argumentstti@ PPA Units should be
offered at cost to protect the competitive markeirf the inherent subsidy the PPA
arrangement provide$.To the extent these units are uneconomic to bt oost, that
increases the likelihood that these units will cletar, and the worst case scenario for
consumers becomes a reality.

F. The PUCO should exercise its considerable dis¢ien in matters of

rate design to protect consumers by relying on theegulatory
principles and practices, described by OCC WitnesBEortney.

AEP Ohio asserts that, because the PUCO has diiscmater rate design, it
should disregard OCC Witness Fortney’s testimomy tine Stipulators’ allocation of
Energy Efficiency and Peak Demand Reduction Cosbiry Rider and Economic
Development Rider violates principles of cost céiosa” But it ispreciselybecausehe
PUCO has discretion over matters of rate designitisaould accept OCC Witness
Fortney’s point. That means the PUCO should re¢feetllocation in the Joint
Stipulation of Energy Efficiency and Peak Demand#ion Cost Recovery Rider and
Economic Development Rider costs, to protect comsam

OCC Witness Fortney explained that the Joint Satpoih’s transfer of 50 percent
of the Energy Efficiency and Peak Demand Redudilost Recovery Rider costs to

Economic Development Rider causes harm to resimlenistomers because the

° Post-Hearing Brief of the Ohio Energy Group at 20.
%2 Brief for Amicus Curiae PJM Interconnection, L.L.&.4-7.

9 SeeAEP Ohio Brief at 152-53%ee alsdirect Testimony of Robert B. Fortney (OCC Ex. $#d
December 28, 2015 at 3:11-5:3.
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allocations of Energy Efficiency and Peak DemandiR&on Cost Recovery Rider and
Economic Development Rider were originally basegonciples of cost causatiof.
“Those principles are then abandoned by the [Rfipulation’s] arbitrary transfer of 50
% of the cost recovery from the EE/PDR to the EBROCC Witness Fortney therefore
concluded:

The Stipulation modifies the application and thesaded
application [relating to the allocation of EE/PDRJe&EDR]. These
modifications cause financial harm to the residgrmiistomers of
AEP Ohio by shifting additional costs into the EBRRler to be
paid, at least in part, by residential customdisose provisions
violate the fundamental rate-making principle tiet customers
who cause the costs should be the customers ttppé#ye costs®

This provision is consistent with the settlemetiteame of inducing signatories to support
AEP Ohio’s PPA proposal where the signing induceasare paid for with other
people’s money.

AEP Ohio’s assert that OCC'’s position on the J8ipulation’s reallocation of
the Interruptible Power credits is “disingenuou3Hat assertion ignores OCC Witness
Fortney’s testimony’ During his testimony, AEP Ohio provided OCC W&sd-ortney
a document® At AEP Ohio’s request, OCC Witness Fortney repadi@graph from page
28 of the Memorandum Contra. In part, the pardgsiptes: “As noted by AEP, the
costs of the current IRP-D credits are substaatidlare born by all customers who pay

the EE/PDR Rider charges. To assure that the ob#tese credits are born by all

% SeeDirect Testimony of Robert B. Fortney (OCC Ex. §8d December 28, 2015 at 3:18-21.
*|d. at 3:21-22.

*|d. at 4:20-5:3.

%" SeeAEP Ohio Brief at 153.

% See id(discussing “Memorandum Contra Ohio Power Compaapglication for Rehearing and
Request for Clarification by the Office of the Ol@onsumers’ Counsel” filed April 6, 2015 in Case
N0.13-2385-EL-SSO).
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customers, the costs should be collected througEdonomic Development Ridet’”
Far from being “disingenuous,” the discussion betw®CC Witness Fortney and AEP
Ohio buttresses OCC Witness Fortney'’s point.

The Signatory Parties are attempting to arbitraaiigd unreasonably transfer costs
from the appropriate PUCO-approved mechanism (@ ER rider) to another
mechanism that the PUCO approved for an entiréfgréint purposé® As the PUCO
reiterated in its Second Order on Rehearing in ESRhe IRP-D reduces AEP Ohio’s
peak demand and encourages energy efficiency laagkfore, it is appropriate that the
costs of the program are recovered through the BE/fder.”®" It thus “affirm[ed its]
finding that the costs of the IRP-D should be rexred from the EE/PDR rider, until
otherwise ordered by the Commissidff”

The record reflects that the Joint Stipulation&sfer of costs from the EE/PDR
rider to the EDR violates previous PUCO ordersatMiolation occurs by arbitrarily and
unfairly transferring a large portion of those ot AEP Ohio’s residential customers.
OCC Witness Fortney’s testimony affirms this. O€@osition is well made.

1. OCC Witness Fortney’s opinion about how the PPRider’s

costs are allocated under the Joint Stipulation imprtantly
protects consumers.

AEP Ohio asserts that OCC Witness Fortney offetBing more than

“unsupported opinions” about the allocation of BfeA Rider's costs®® OCC Witness

% SeeESP Ill, OCC Mem. Contra AEP Ohio AFR filed April 8015 at 28.

190 seeDirect Testimony of Robert B. Fortney (OCC Ex. 82d December 28, 2015 at 3:21-22.
LESP |1l at Second Order on Rehearing at 12 (Ma)y2285).

1235ee id.

103 5eeAEP Ohio Brief at 153-54.
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Fortney has 27 years of experience in Ohio requidt’ AEP Ohio’s response to OCC
Witness Fortney’s opinion is merely that it is “upported.” This undeveloped response
underscores that AEP Ohio has no credible respon®€C Witness Fortney’s
testimony about the proposed allocation of the Rer’s costs under the Joint
Stipulation.

AEP Ohio has no credible response to OCC Withestmé&y’s discussion
regarding the allocation of the PPA Rider costifiegi AEP Ohio asserts that OCC
Witness Fortney'’s testimony should be disregardsxhbse it lacks analysis of his
recommendation’s impact on customer biffs.0CC Witness Fortney recommended
during the evidentiary hearing on this matter thatPPA Rider’s costs should be based
on an energy allocatioff® Contrary to AEP Ohio’s assertion, OCC Witnessi@y in
his Direct Testimony specifically pointed out tingpact of his recommendation on
customer bills. The percentage that residentisiauers would pay based on an energy
allocation would be much less than the straightateirallocation proposed in the Joint
Stipulation'®’ The testimony to which AEP Ohio cites purportestignding for the
proposition that OCC Witness Fortney did not perf@ny analysis as part of his

testimony does not relate to his recommendatioefiergy allocatiol®®

194 seeDirect Testimony of Robert B. Fortney (OCC Ex. 82d December 28, 2015 at 2:1-12.
1% SeeAEP Ohio Brief at 154.
1% see, e.gHearing Transcript at Vol. XXI, p. 5378:9-11.

197 seeConfidential Direct Testimony of Robert B. Fortn@CC Ex. 33) filed December 28, 2015 at 5:13-
6:5.

198 CompareHearing Transcript at Vol. XXI, p. 5378:9-11 (reamending energy allocatiomith id. at
5380:18-5382:9 (no analysis regarding allocatioselbaon combination of demand and energy).
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G. AEP Ohio ignores the substance of OCC Witness Doady’s
testimony, which confirms that AEP Ohio’s proposalsare harmful to
consumers and should be denied.

AEP Ohio has not criticized the substance of OC@ég¢is Dormady’s testimony.
That result likely is because AEP Ohio cannota@ré the testimony. Instead, AEP Ohio
creates straw men.

AEP Ohio asserts that OCC Witness Dormady doekmmw the three part test’s
components, has no background or history on theded is unsure whether the test
requires diversity of interest®’ But OCC Witness Dormady did not testify to, anasw
not offered to testify about, any of those subjeatters.

Rather, OCC Witness Dormady explained that he iscamomist'® His
credentials as an economist at the John Glenndeoti€Public Affairs at The Ohio State
University on economic impacts, energy, and envirental matters are unimpeachable,
as demonstrated by the fact that AEP Ohio did mehattempt to call them into
questiom:** It is those matters — fundamental to energy pajienerally, and specifically
to concepts such as sound regulatory principlegabtic interest — to which OCC
Witness Dormady testifiett?

AEP Ohio next asserts that OCC Witness Dormadgsn®ny was “limited” to
criticizing the economic base model AEP Ohio usedddress the economic impact

factor from ESP Ill. And AEP Ohio asserts thatbaceded that there would be “some”

199 SeeAEP Ohio Brief at 27, n. 6.
110 seeHearing Transcript at Vol. XXII, p. 5624:14.

1 seeDirect Testimony of Dr. Noah C. Dormady (OCC Ex) fied September 11, 2015 at 1:7-2:15
(describing Dr. Dormady’s credentials and real-@@kperience consulting on economic impacts of
environmental and energy policies).

12gee id. see alsdirect Testimony of Dr. Noah C. Dormady (OCC Ex) 8fed December 28, 2015.
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economic impact were the PPA Units closEdBut what OCC Witness Dormady
showed, which went undisputed by AEP Ohio, is &kiaP Ohio’s economic base model
is not credible, it is not fit for the purpose tbish AEP Ohio put it, and it is not even
used by AEP Ohio to address the ESP Il economiminfactor™* In light of OCC
Witness Dormady'’s undisputed testimony on suchematand that AEP Ohio bears the
burden of proof, AEP Ohio’s proposals should beatgd because the PUCO Inas
record evidence on the ESP Ill economic impacofadt

That OCC Witness Dormady acknowledged that clogiegPPA Units would
have “some” economic impact only serves to confiiscredibility. Of coursait
would™® But AEP Ohio’s obligation was not to show thaisihg the PPA Units would
have “some” economic impact — particularly givea BPA Rider’s potential $2 billion
cost™” Instead, the PUCO required AEP Ohio to show Ytjimpact that a closure of the
generating plant would have etectric pricesand the resulting effect on economic

development within Ohio™*®

113 5eeAEP Ohio Brief at 55-56.
14 seeDirect Testimony of Dr. Noah C. Dormady (OCC Ex) filed September 11, 2015.

155ee, e.gR.C. 4928.143(C)(1)n the Matter of the Application of The Ohio Bedl@phone Company
for Authority to Amend Certain of its Intrastaterifis to Increase and Adjust its Rates and Chaiayes to
Change its Regulation4985 Ohio PUC Lexis 7, 91 (PUCO Case No. 84-1#BBAIR); In the Matter of
the Application of the Ottoville Mutual Telephonen@pany for Authority to Increase its Rates and
Charges and to Revise its Tariffs on an EmergendyTe@mporary Basis Pursuant to Section 4909.16
Revised Codel 973 Ohio PUC Lexis 3, 4 (PUCO Case No. 73-35¢“Xthough the applicant must
shoulder the burden of proof in every applicatioogeeding before the Commission, this burden takes
an added dimension in the context of an emergemteyaase.”).

116 As OCC Witness Dormady said, such impact coulddmative — or positiveSeeHearing Transcript at
Vol. IX, p. 2329:6-15.

7 Direct Testimony of James E. Wilson (OCC Ex. iEjdfSeptember 11, 2015 at p. 13; Direct
Testimony of James F. Wilson (OCC Ex. 34) filed &mber 28, 2015 at 7 (if Joint Stipulation approved)

118 5eeESP 1l Opinion and Order at 25 (italics added).
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AEP Ohio says that OCC Witness Dormady’s criticisrthgarious provisions of
the Joint Stipulation are “premature” because ttaybe addressed in a future
proceedind® But it is the inherent uncertainty in such pradssand delaying to the
future the ultimate decision to address them, @@€ Witness Dormady explained
causes the Joint Stipulation to fail the first ggon

The lack of any preliminary (let alone thorough)dst, assessment,
or evaluation of many of the provisions and indiatly-tailored
carve outs contained within the Stipulation wouldeged have
precluded the signatories from capably and knovdabty
bargaining-*°

Further, to the degree that AEP Ohio cites its “sotment” to make such
proposals sufficiently in the public interest taspdhe settlement test’s third prong, the
PUCO should consider the proposals. A “commitménthake a bad proposal is not in

the public interest and will harm consumers. OCiin#ss Dormady showed that AEP

Ohio is committed to making bad propos&fs.

119 5eeAEP Ohio Brief at 154-55 (Competition Incentive Ridconverting Conesville Units 5 and 6, and
renewable energy proposals). It should come airrise that some parties advocate now, in this
proceeding, that AEP Ohio proposals that will belenan the future should be approvesee, e.gPost-
Hearing Brief of the Ohio Energy Group at 8-11.rtRar, AEP Ohio’s invitation to the PUCO to “purnth
the vast majority of the Joint Stipulation’s praeiss because they can be addressed in a futuregaing
should be declined. The potential cost for dengimovision subject to a future filing is so hitlat, in
reality, the PUCO will have a hard time doingRor example, if the PUCO denies AEP Ohio’s reqteest
include in its extended ESP any of the provisiams f@atures specified in Section 111.C of the Joint
Stipulation, any adversely affected Signatory Pagsees to work in good faith with AEP Ohio to depe
new provisions.SeeJoint Ex. 1 at 371. If such Signatory Partiesamable to reach agreement, each of
those Signatory Parties may petition the PUCO farapriate relief.See id. Such relief is proposed to be
“limited to the equivalent value of the specifiopision that is not included in the Company’s extieth
ESP.” See id.Accordingly, OCC Witness Dormady’s testimony (alsess’) should be considered here.

120 pirect Testimony of Dr. Noah C. Dormady (OCC Eg) 8led December 28, 2015 at 18.

1215ee idat 8-13 (Competition Incentive Rideidt. at 5-7 (converting Conesville Units 5 and i6));at 16-
17 (renewable energy proposals).
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H. AEP Ohio misses the point of OCC Witness Duann’gstimony, which
confirms that deregulated generation such as the PPUnits should
not get a guaranteed rate of return (profit) that aptive retalil
consumers must pay.

OCC Witness Duann explained that no rate of retorofit) should be included

in the PPAL?> AEP Ohio characterizes this recommendation asgensical” because
equity capital has a non-zero c&st. AEP Ohio misses the point. Whether equity cépita
has a non-zero cost is beside the point of OCC &gibuann’s recommendation.
Instead, as OCC Witness Duann put clearly, theseldibe no rate of return (profit)
included in the PPA because:

AEPGR is an unregulated power producer and itsmetr profit)

is, and should be, decided in the marketplace. SEHs not

entitled to any specific level of a guaranteednetan equity.

Regarding the return on capital investments, AERG&uUI be

treated the same as any other unregulated powdugeoin
Ohio1**

Let the market decide deregulated AEPGR’s prof€OWitness Duann says, not

government.

AEP Ohio characterizes OCC Witness Duann’s recondatern that, if a PPA
Rider is approved, the return on equity (profitpshl be set no higher that AEPGR’s
average cost of debt (long-term and short-termjirestional.”**®> This, according to
AEP Ohio, is because equity capital faces gre&kithhan debt and, therefore, has a

higher cost?® Again, AEP Ohio misses the point. As OCC WitnBssann explained:

122 seeDirect Testimony of Dr. Daniel J. Duann (OCC Ex{idd September 11, 2015 at p. 4:2-10.
'2% SeeAEP Ohio Brief at 37.
124 SeeDirect Testimony of Dr. Daniel J. Duann (OCC Ex{igdd September 11, 2015 at p. 4:2-10.
125 SeeAEP Ohio Brief at 37.

126 5ee id.
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[U]nder the proposed PPA, all of the business amahtial risks to
AEPGR are transferred to captive retail customé&sa matter of
fairness and for the protection of AEP Ohio’s castos, | propose
the ROE applicable to the PPA Units be set no hitian
AEPGR’s average cost of debt . *?’.

Under the PPA proposal, OCC Witness Duann pointshail AEPGR bears no risk.
Thus, it is AEP Ohio’s characterization of OCC Végs Duann’s recommendation that is
irrational, not the recommendation.

l. AEP Ohio critiques the showing by OCC Witnesseslixon and Haugh

that AEP Ohio’s proposals would cause the MRO versIESP to fall,
but AEP Ohio’s claims lack record support.

R.C. 4928.143(C) requires that the PUCO rejedE@R unless it finds that the
plan, including its pricing and all other terms amwhditions, and any deferrals and any
future recovery of deferrals, is more favorabl¢hi@ aggregate as compared to the
expected results that a market rate offer under 8928.142*® AEP Ohio believes that
the MRO test finding made in the ESP Il decisisstill applicable and adopting the
Joint Stipulation will only enhance’it? Though the PUCO determined that AEP Ohio’s
ESP was more favorable in the aggregate than fheceed results under an MRO, the
PUCO must now consider the significant impact thatPPA Rider will have on that
result. Only quantitative factors should be usedtiat assessment, under Ohio f&fv.

AEP Ohio argues that OCC Witnesses Hixon and Héagys on only one half of
the relevant MRO versus ESP test. AEP Ohio costémat the PUCO can engage in

both a quantitative and qualitative analysis to enigk determination under the test. If

127 SeeDirect Testimony of Dr. Daniel J. Duann (OCC Ex{igdd September 11, 2015 at p. 7:5-13.
128R.C. 4928.143(C)
12 AEP Ohio Brief at 131.

** The Ohio Supreme Court has clarified that wherPBE€O is making its determination under the MRO

versus ESP test, only the price determined under 4828.143(B)(1) and the nine specific cost factor
listed in R.C. 4928.143(B)(2)(a)-(i) should be ddesed. See In re Application of Columbus S. Power, Co.
128 Ohio St. 3d 512 (2011).
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the PUCO were to approve the Joint Stipulationcthet to customers would be
approximately $580 million and the benefits flowitagcustomer $53 million, leaving a
net cost to consumers of $527 million for the cakr®SP. AEP Ohio critiques OCC's
Witnesses Hixon and Haugh, but offers no ratiob@aupport qualitative benefits that
outweigh the $527 million cost to consumers of B, were the Joint Stipulation
approved. AEP Ohio stated that that the OCC’stjposdisregards the PPA Rider’s
substantial benefit§' but makes absolutely no mention of what those fitsngould be
that outweigh the $527 million cost to consumers.

There are, at a minimum, 34 promises containedénloint Stipulation®? AEP
Ohio would have the PUCO count the 34 promiseRénMRO versus ESP te'St But
were the PUCO to include the 34 promises in its MR&us ESP analysis, they would
only make the ESRiil the MRO versus ESP test. The 34 promises witkiage costs to
customers, thereby driving the cost of the ESP b&jond the $527 million.

There will be costs converting Conesville Unitssl & to gas co-fired units.
They are not accounted fof:. There will be an additional yet-to-be-accounteddost
impact on consumers of reducing AEP Ohio’s reliameceoal/lignite generation from 74
percent in 2005 to 48 percent in 2028.There will be a cost to consumers for increasing

energy efficiency/demand response from less thanpencent in 2005 to six percent in

131 AEP Ohio Brief at 132.

132 5eeloint Ex. 1;see alsdDCC Initial Brief at 32-36; AEP Ohio Brief at 9 (2P Ohio only committed to
proposevarious terms in its ESP Il extension.”) (italicsoriginal).

133 AEP Brief at 132 (“That position[referring to Himts testimony], of course, disregards the PPA Rider
substantial benefits, which the Commission mussitar both in deciding whether to approve the rider
and in considering the rider’s impact on the MR&x'{e

134 5ee0CC Brief at 33, eighth bullet point.

1% 35ee idat 32, second bullet point.
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20261% There will be a cost to consumers for the battespurces that AEP Ohio will
include in future filings™*” There are 34 of these promises that AEP Ohiebesi are
“benefits” that OCC Witnesses Hixon and Haugh timidccount for. But the promises
come at a cost to consumers, and that cost is wrkbat will not be insignificant.

The Joint Stipulation, including the PPA Rider, Wboause the current ESP to
fail the MRO versus ESP test by at least $527 omilliAdding AEP Ohio’s purported
“benefits” will only more clearly show that the ES#tus the Joint Stipulation, is not
more favorable in the aggregate and will harm coress.

J. Residential customers are not represented in th#oint Stipulation, so

there is not the required diversity under the firstof the three prongs

of the settlement test, and AEP Ohio’s assertion #t OCC has signed
stipulations with footnotes is meaningless.

AEP Ohio criticizes OCC Witness Haugh who founat tihere is a lack of
diversity in the Joint Stipulation because resiggmustomers are not represented by any
signatory party*® OCC Witness Haugh explained: “The Ohio Partf@réffordable
Energy are not representatives of residential costs. That organization represents
organizations that provide weatherization servtodsw-income customers** OPAE
is not advocating on residential customers’ betegjairding the unjust and unreasonable
rates and charges that they may have to pay PWeO approves the Joint

Stipulation'*°

136 see idat 33, third bullet point.

137 see idat 33, fifth bullet point.

138 AEP Ohio Brief 27.

139 Direct Testimony of Michael P. Haugh (OCC Ex. 8 on December 28, 2015 at p.7:5-8.
1401d. p. 7:8-11.
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Upon cross-examination at the hearing OCC WitnemsgH was asked if the
PUCO Staff looked out for residential customers relsponded: “residential customers
are not being represented as a — as a class. iddigidual class. My job, working for
the residential consumer advocate, is to look outtfe best interests of residential
customers! Put differently, Staff looks after the interesfsall constituencies —
utilities, industrial, commercial, and residentiastomers — without preference or
prejudice for any one. The Signatory Parties daepresent the residential consumers
of Ohio. Residential consumers are the ones thBb&unfairly burdened with paying
the majority of the PPA Rider’'s unwarranted costs.

AEP Ohio contends that because OCC has enteredetitements that have
included footnotes, OCC cannot make a claim thafdbtnotes in the Joint Stipulation
cause it to fail the PUCO's three-prong tétBut when OCC Witness Haugh was
cross-examined by AEP Ohio, he was not presentédamly stipulation that OCC had
signed that contained footnotes. OCC Witness Hasgld to be provided with an
example — “if you could point me to a particulaedr but none was givett®

It would have been of no moment were he provideat wmne. The number of
footnotes and the significant provisions of parantomportance that the footnotes opt
the signatories out of in the Joint Stipulationvare the settlement from meeting the
PUCO'’s settlement standard. The Sierra Club, DiE@ergy, and IGS “agree not to
oppose” a statement in the Joint Stipulation thgs $hat it “is supported by adequate

data and information; as a package, the Stipuldtenefits customers and the public

141 Hearing Transcript at Vol. p. 5428:18-22.
142 SeeAEP Ohio Brief at 27.
143 Hearing Transcript at Vol. XXI., p.5436:4.
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interest; provides direct benefits to residentral &ow income customers; and represents
a just reasonable resolution of all issues inphixeeding; violates no regulatory

principle or practice; and complies with and proesathe policies and requirements of
Title 49 of the Ohio Revised Cod&* Sierra Club “is not participating” in a provision

of the Joint Stipulation that states that the paréigree that the Joint Stipulation preserves

and advances the positive results of the MRO veESR test?

The Joint Stipulation
provides that “Sierra Club and its counsel areamdigated to support the reasonableness
of the Stipulation before the Commissidii*”

Here, the Signatory Parties “signed” the settlenfi@ntheir financial benefits
while not bargaining for real agreement that, dmben reached, might have given the
PUCO a better settlement proposal for consumefSC @/itness Haugh did not assert
that footnotes are inherently wrong. Instead, Q&ithess Haugh confirmed that the

footnotes cause the Joint Settlement to fail tis firong of the settlement tesf.

K. Unable to argue the law or facts, AEP Ohio resds to personal
criticism of OCC Witness Jackson and misleads abouter testimony.

AEP Ohio makes an assertion regarding the thithe@PUCOQO'’s four factors for
evaluating PPAs, being environmental compliand¥e (lo not concede that the factors
are lawful or reasonable.) AEP Ohio claims thhe“tecord established by AEP Ohio in

demonstrating that the PPA Units are complying witkironmental regulations[]”

144 OCC Brief at 37, Joint Ex. 1 at 2 and fn. 1.
151d. at 39, Join Ex. 1 at p. 34 and fn. 15.
146 OCC Brief at 39, Joint Ex. 1 at p. 37 and fn. 17.

147 Direct Testimony of Michael Haugh (OCC Ex. 33gfllDecember 28, 2015 at 7-8. Though AEP Ohio
asserts that the Signatory Parties “ultimately hedcagreement on the Stipulation[]” that is in faot
accurate in light of the footnoteSeeAEP Ohio Brief at 4. Buckeye Power, Inc.’s inittaief confirms

that the Signatory Parties didtreach agreement on the Joint Stipulati@eeBuckeye Power, Inc.’s
Post-Hearing Brief at 20-22. The agreement isedlity, more of an agreement to disagree.
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causes Intervenors’ challenge to AEP Ohio’s efftotsieet the PUCQO’s third factor to
fail.’*® But AEP Ohio is, once again, outside the reasrelvidence. It ipreciselythe
recordestablished by AEP Ohio that causes its effort éetthe third factor to faif*’
According to AEP Ohio’s own testimony, the breadtidl scope of current and pending
environmental regulations are unknown, compliarastscare unknown, and
environmental compliance plans and their associetsts are unknowt’

1. OCC Witness Jackson is well qualified to expressxpert
opinions on the topics of her testimony.

Because it cannot defend the record establishis awn case, AEP Ohio attacks
OCC Witness Jackson’s credentials and charactdnetestimony as an “academic
approach.**! AEP Ohio apparently believes that an enginegereration plant
employee, a maintenance person, or someone whedsisie PPA Units would be more
qualified than OCC Witness JacksBh.But the ESP Il Opinion and Order’s
environmental compliance factor requires knowleaa different type, which OCC
Witness Jackson clearly has. The factor is:

Description of how the generating plant is comgliaith all

pertinentenvironmental regulationand its plan for compliance
with pendingenvironmental regulations®

18 SeeAEP Ohio Brief at 49.
149S5ee0CC Brief at 81-83.
105ee id.

131 SeeAEP Ohio Brief at 49-50.

152 5ee idat 49 (criticizing OCC Witness Jackson for not lpeam engineer, never having worked in a
generation plant, never maintained a generatiomt,pdand never visiting the PPA Units).

153 5eeESP 11l Opinion and Order at 25 (italics added).
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Knowledge of operational details of a generatiranpls germane, and OCC Witness
Jackson has that knowledge. But the emphasisther&SP Il Opinion and Order is
clearly oncurrent and pendingnvironmental regulations.

OCC Witness Jackson has over a decade of experaaradyzing federal and state
regulations, policies, and environmental planninguinents for a wide range of
clients!>* In her current position, OCC Witness Jacksoniapfiier experience to
evaluate the impacts of policies and regulationtherelectric sector, the costs impacts of
electricity production options, and the environnaassumptions used by utilities in
major regulatory filings>® Previously, OCC Witness Jackson analyzed the ¢tz
proposed federal, state, and local regulationsciesl and environmental compliance
plans, focusing on air emissions and enér§yOCC Witness Jackson received post-
graduate education through a preeminent progranastévl of Environmental Law and
Policy from Vermont Law Schodf’ She has been published on environmental and
energy related matters no less than 21 titffe€Clearly, OCC Witness Jackson has the
expertise, based on knowledge and experience,ite opeaningfully on matters related
to current and pending environmental regulatioeghfacoal-fired generation such as the

PPA Units'®®

134 SeeDirect Testimony of Sarah E. Jackson (OCC Ex. 18)l fSeptember 11, 2015 at 1-2.
15See idat 1.

1% 3ee id.

137 See idat 2.

138 See idat Exhibit SEJ-1, pp. 2-3.

159 The AEP Ohio in its initial brief attacks OCC Wéss Jackson’s knowledge and experience, it is
noteworthy that they did not seek to prevent hemftestifying. Indeed, it cites her as authordyifs
position on certain matterseeAEP Ohio Brief at 48.
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2. AEP Ohio misleads about OCC Witness Jackson’sgemony.

Further, AEP Ohio’s criticism of OCC Witness Jamks “lack of specific
knowledge of the PPA Units” faif€® Though AEP Ohio asserts that OCC Witness
Jackson’s concern that the PPA Units could neetirgptowers for environmental
compliance is not based on unit-specific knowledige exact opposite is trd&. On the
subject, OCC Witness Jackson testified specifighify “[t]he calculations | made are
using plant-specific data that is publicly avaigbi®®

AEP Ohio’s criticism of OCC Witness Jackson’s aems regarding Zimmer Unit
1 fails, t00*®®* OCC Witness Jackson was not discussing “changesed at Zimmer to
reduce SO2*** Instead, she pointed out that Zimmer Unit 1 appaat “to be
performing well compared to what is achievable],asaonattainment designation . . .
will likely require additional capital expenditufds'®® She explained specifically at the
hearing:

| think this statement is referring to looking ke temission rates of
sulfur dioxide that are reported in the clean aanagement
database — Clean Air Markets database that is eiaéd by the
EPA, and seeing that the SO2 rates at Zimmer aalacquite a
bit higher than most units, including the other P@¥its . . . *°°

Consistent with the ESP 11l Opinion and Order’siemvmental impact factor, OCC

Witness Jackson was looking at the environmentatedf Zimmer Unit 1’s operation,

160 SeeAEP Ohio Brief at 49.
¥lgeeid.

162 seeHearing Transcript at Vol. XIV, p. 3561:19-%ke also idat p. 3561:25-3562:2 (data plant-specific
to PPA Units).

1%% SeeAEP Ohio Brief at 50.

%4 geeid.

185 seeDirect Testimony of Sarah E. Jackson (OCC Ex. 118) fSeptember 11, 2015 at 21:5-10.
186 SeeHearing Transcript at Vol. X1V, p. 3566:4-10.
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e'®” The purported changes that could be made

not the operation of its technologer s
to Zimmer Unit 1's operations addressed in AEP Ghiditial brief serve only to
confirm OCC Witness Jackson’s ultimate point onrtregter: “A nonattainment
designation under the 1-hour SO2 standard willyikequire additional capital
expenditures at the Zimmer plarit®
OCC Witness Jackson reached a conclusion thatmseery likely that

additional NOx controls will be required at ClifGreek Unit 6. AEP Ohio criticized that
conclusion. AEP Ohio’s points are misguided ansleaiding'®® AEP Ohio calls her
conclusion “speculation” because the OVEC repoetrefied upon (according to AEP
Ohio) uses different word€? OCC Witness Jackson, however, made it very ¢hesar
the OVEC report wasot the sole source for her conclusion:

| would not say that’s [the OVEC report] the onbsis. | would

say that makes it fairly obvious that even the afmes at the plants

think it's necessary. | reviewed the emission’sadeom Unit 6

and also what may be required based on currentipcoming

regulatory obligations and feel that | agree taS&R [selective
catalytic reduction] may be required on Unit 6.

**%k%
Yes; very likely [that an SC may be required ontu&it"*
AEP Ohio also had criticism of OCC Witness Jacksaaliance on certain data

regarding ozone non-attainment areas. AEP Ohr@tisism is again misguided and

17 See idat 12-15.
188 SeeDirect Testimony of Sarah E. Jackson (OCC Ex. 18)l fSeptember 11, 2015 at 21:9-10.

189 SeeAEP Ohio Brief at 50-51. In yet another exampleni$leading, AEP Ohio asserts that the Joint
Stipulation’s severability provision “will ensurbat ESP III will continue in an orderly fashionthe
unlikely event that a court invalidates the PPA&RIY SeeAEP Ohio Brief at 72. But AEP Ohio Witness
Allen confirmed that, were the provision invokedgebate” about the Joint Stipulation’s meaning wdidd
required. SeeHearing Transcript at Vol. XIX, p. 4719:7-4720:1.

179 SeeAEP Ohio Brief at 50-51.
1" SeeHearing Transcript at Vol. XIV, p. 3569:3-12.
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misleading. The data was not “outdated” or in sevag not “current.*’? As OCC
Witness Jackson explained, the data she relieeégarding non-attainment areas “was
released with the ozone standard as | reviewedlieatime of my testimony[.}”* Read
in context, the cross-examination to which AEP Ghies demonstrates simply that
OCC Witness Jackson used the best, and only, dlaiiata to her at the time she
analyzed matters of ozone non-attainméhtShe did not consider, and could not have
considered, data from the future not yet availaller AEP Ohio to criticize OCC
Witness Jackson for that serves only to confirnt ith@annot criticize the substance of
her testimony.”®

lll.  CONCLUSION

AEP Ohio’s Settlement and application would costoBiretail customers a
projected $1.9 billion ($700 per customer) overefght-year PPA term. The cost to
Ohioans would be “dramatically” more money (as Cét&es) if federal officials require
the power plants to bid into markets at their @vst the plants receive no revenue to
offset the consumer subsidies under AEP Ohio’'sqgse@ PPA. Additionally, the
settlement’s re-regulatory proposal would divengarf Ohio’s policy for using markets

to determine electric generation prices (insteagoeernment regulators imposing

72 SeeAEP Ohio Brief at 51.
173 SeeHearing Transcript at Vol. XIV, p. 3582:19-24.
17 see idat pp. 3580:18-3582:24.

1751t also confirms AEP Ohio’s hypocrisy. On the drand, when it suits it, AEP Ohio defends its use o

the 2013 Fundamentals Forecast instead of the moemt 2015 Fundamentals Forecast because “what you
have to do in a regulatory proceeding you havestagnapshot you have to stop at some pobéeé

Hearing Transcript at Vol. XVIII, p. 4667. “It @ppropriate to rely upon information that is avalda

when an application is filed, and it is accepteacfice in regulatory proceedings to do so.” AERoOh

Brief at 81. But then on the other hand, whero#ginot suit it, AEP Ohio criticizes others (hé&€C

Witness Jackson) that use “information availablemvan application is filed.” AEP Ohio’s hypocrisy
heightened because, unlike when AEP Ohio ran idainio forecast the PPA Rider in connection with th
first phase of this proceeding, the 2015 FundaneR@recastvascomplete before AEP Ohio Witness

Allen prepared AEP Ohio Ex. 52, WAA-Zee idat Vol. XIX, p. 4665:21-4667:22.
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prices). The PUCO should take a stand for Ohiocgptnarkets and the consumer

protection that state policy for markets provides imillion AEP Ohio consumers.
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