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DIRECT TESTIMONY OF
CHARLES W. KING

Please state your name, position and business address.

My name is Charles W. King. | am President of the economic consulting firm of
Snavely King Majoros O'Connor & Lee, Inc. ("Snavely King”). My business
address is 1111 14" Street, N.W., Suite 300, Washington, D.C. 20005.

Please describe Snavely King,

Snavely King, formerly Snavely, King & Associates, Inc., was founded by the
late Carl M., Snavely and myselfin 1970 to conduct research on a consulting basis
into the rates, revenues, costs and economic performance of regulated firms and
industries. The firm has a professional staff of 12 economists, accountants,
engineers and cost analysts. Most of its work involves the development,
preparation and presentation of expert witness testimony before federal and state
regulatory agencies, Over the course of its 38-year history, members of the firm
have participated in over 1000 proceedings before almost all of the state
commissions and all Federal commissions that regulate the ufilities or

transportation industries.

Have you prepared a summary of your qualifications and experience?
Yes. Attachment A is g summary of my qualifications and expérimce.
Have you previously submitted testimony in regulatory proceedings?

Yes. Attachment B is a tabulation of my appearances as an expert witness before
state and federal regulatory agencies.

For whom are you appearing in this proceeding?

I am appearing on behalf of the Ohio Energy Group (“OEG™). The members of
QEG who take service from Ohio Pawer or Columbus Southem Power are: AK
Steel Corporation, ArcelorMittal USA, BP-Husky Refining, Brush Wellman, E.Y,,

P.
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DuPont de Nemours & Company, Ford Motor Company, GE Aviation, Griffin
Wheel, PPG Industries Inc., 'The Procter & Gamble Co., Republic Engincered
Products, Inc., Severstal Wheeling (formerly Wheeling Pitisburgh Steel), and
Worthington Industries.

What is the objective of your testimony?

The objective of my testimony is to recommend a methodology for implementing
the “significantly excessive eamnings” test embodied in the Am. Substitute Senate
Bill No. 221 (“S.B.221"). The sipnificantly excessive earnings test is found in
Section 4928.143(F) of the Revised Code of Ohio. Applied to 2007 data, the
methodology 1 recommend results in threshalds for significantly excessive
eanings as follows: Columbus Southern 14.20%; Ohio Power 14.23%.

What does this section of 5.B. 221 say?

Section (F) states as follows;

With regard to the provisions that are included in an clectric security
plan under this section, the commission shall consider, following the end
of each annual period of the plan, if any such adjustments resulied in
excessive eamnings as measured by whether the eamned return on common
equity of the electric distribution utility is significantly in excess of the
return on common equity that was eamed during the same period by
publicly traded companies, including utilities, that face comparable
business and financial rigk, with such adjustments for capital structure as
may be appropriate.

In addition to meeting these statuiory requirements, what other
attributes should a “significantly excessive earnings” test have?

. 08
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The test should be as simple and straightforward as pessible, while still being
{air to the utilities and their ratepayers. These criteria mean that the
methodology for establishing the baseline return shauld be based on publicly
available and clearly defined data, that it requive a minimum of judgment or
discretion, and that to the extent possible it should be equally appliceble io all
of the major electric utilities serving Ohio ratail customers. Once the baseline
is established, it is necessary for the Commission to use its judgment in
setting the threshold over which earnings would be significantly cxcessive.

How will you proceed to develop a methodolegy that conforms to these

eriteria?

The language requires the identification of a group or groups of ufilities and other
companies that bear the same business and financial risk as the subject Qhio
electric utilities, Pursuant to this requirement, 1 will identify two comparison
groups, one of utilities and the other of non-utilities. I will adjust the earned
refurns of each proup to match the risks taced by the two AEP companies
operating in Ohio. I will then average the utility and non-utility returms to derive
a base line eamed level of return. The final step is to apply an adder that
describes the marpin over this base line equity retwn that should be allowed
before the earnings are considered significantly excessive.

Have you identified utilities that are comparable to the AEP companies that

provide retail electric service in Ohia?

Yes. The AEP companies — Columbus Southern and Ohio Power -« are hoth
vertically integrated companies whose generation, distribution and transmission
facilities are regulated by the Public Uilities Commission of Ohio (“PUCGO™) and
the Federal Energy Regulatory Commission (“FERC™). Most of the publicly
traded electric utility companies in the country conform to varying degrees 1o this
petten. Many still have their generation function regulated, but even those

. 09
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companies often engage in off-system sales at market based rates. For this
resson, 1 have used the entire list of electiic wtilities, with one exception’, in
Value Line’s Datafile, This list consists of 64 publicly traded companies.

What was the average return on equity of these rompanies during the most

recent year?

Schedula 1 of my Exhibit __ (CWK-1) presents the net income and the year-
end equity amounts for each company for 2007 as reported in Value Line’s
Datafile. The average of the earned retwrns on equity for the 64 electric utilities is
10.68 percent.

Have you identified non-utility companies that are comparable to the two
AEP Qhio companies?

That is a more difficult task because non-utility companies are intrinsically
different from- utilities. None have franchised monopolies, and none have their
eamnings constrained or protected by rate base/rate-of-return regulation, However,
the statute requires that an effort be made to find non-utility companies that arc as
close to the subject Ohio companies as poasible. The earned returns of the
resultant sample of compsnies can then be adjusted for any measurable

differences in risk.

Accordingly, I began with the 5,688 companies that are found in the Value Line
Datafile. | first eliminated the electric, gas and water utilities, which reduced the

list to 5,587 companies. I then examined the capital intensity of the electric |

utilities and found that with only a handful of exceptions, the ratio of gross plant
to revenue ranged between 1.2 and 5.0, Using these parameters, I found that 657
non-utility companies fall within these limiis.

! "I'iat exception is the Evergresn Energy Co. which experienced a retum on equity of -175% in 2607,
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I then sought to eliminate small companies which would have higher retum
requirements than utilities, ond particularly AEP which has aver $46 billion in
gross plant. Eliminating all bompani with gross plant less than $1 hillion
reduced the list to 260 companies. Finally, I had to eliminate any companies for
which Value Line had not calculated a beta, since I proposed to use the beta
measure as the test of relative risk. The final list came to 219 companies, Those
companies are listed in Schedule 2 of my ExhibitNo,___ (CWK-1).

What was the average return on equity of these non-utility companies?

The average retumn on year-end 2007 equity of these companies was 14,14
percent?

Can this return on equity be considercd comparable to the Ohio AEP

Companies?
No. These companies are much riskier than the AEP’s Ohio utilities.

How can yon adjust the non-ntilitios® average return to match the risk of the
two Ohio utilities of AEP?

For this purpose, T use the “beta” measure as generated by Value Line. Betaisa
meastire of the co-variance of each stock with that of the overall stock market.
The overall stock market’s beta is 1.00. To the extent that beta i3 greater than
1.00, the stock displays preater volatility and higher risk than the market. Betas
less than 1.00 indicate less volaiility and lower risk. The beta reflects all forms of
risk, so it is the one comprehensive measure of risk that is available for most
traded stocks.

The betas for each of the 219 comparable non-utility companies are presented in
column H of Schedule 2 of Exhibit No, CWK-1). The average beta for the

—

P,
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entire group is 1.08, reflecting the fact that these companies are, on average, more
risky than the average for the market.

In order to adjust for this higher level of risk, I identitied the average beta of the
clectric utility comparison group, That average, shown in Column E of Schedule
3 of Exhibit No, _ (CWK-1), ic .89, indicating a lower level of risk than the
pon-utility group., ‘

On schedule 4 of my exhibit T adjust the average return for the 219 non-utility
companies to reflect the much lower risk associated with utility operations. For
this purpose, I use the Capital Asset Pricing Model, which applies the beta to a
risk premium of stock retums over bond yields. While there are many measures
of the risk premiwm, the average historical risk premium between 1926 and 2008
has averaged about seven percent.” Since we are measuring historical eamed
returns, this average is arguably approptiate for use as a risk adjustment. I apply
the difference between the 1.08 beta of the nop-utility group and the .89 beta of
the wtility group, which is .19, to the seven percentage point risk premium to
derive an adjustment of 132 basis points, or 1.32 percent. A reduction of 1.32
percent to the average non-utility earned retum of 14.14 percent yields a risk-
adjusted return of 12.82 percent.

Yon have now calculated the risk-adjusted oquity returns of both the utilitles
and the non-utilities. Are there any further adjustments that need to be

made?

Yes. There is one further adjustment that should be made, and that is to recognize
the financial risk differences of the AEP Ohio companies relative to the utility and
non-ufility comparison groups, Columbus Southern has a ratio of equity to total
capital of 47.3 percent, and Ohio Power has a ratio of 47.7 percent. Schedule 3
shows that the utility comparison group has a slightly less risky ratio of 45.2

* Stocks, Bopds, Rilla and [nflation, 2008 Yearbook, Thhotson Associates
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percent, and Schedule 2 shows that the non-utility group’s ratio is even less risky
at 51.7 percent, '

On Schedule 5 of Exhibit No.___ (CWK-1), I have adjusted both the utility and
non-utility equity returns to recognize these differences in financial risk resulting
fram different capital structures, Tn both cases, [ have computed a pre-tax return
on total capital using, ag the cost of deht, the 7.31 percent September 2008 yield
on Moody's Ban corporate bonds as veported by the Bederal Reserve. | have used
the average equity percéntage of ihe 64 cleciric utilities of 49;2 percent from
Schedule 3, and the non-utility equity percentage of 57.1 percent from Schedule
2.

My adjustment recognizes the fact that the level of eamed pre-tax net operating
income is independent of the capital siructure. On line 3 of Schedule 5, 1 set the
pre-tax return on capital at the levels of the 64 electric utilities (11.90%) and the
rigk adjnsted non-utility sample (13.86%). 1 then derive the retumn on equity for
each AEP company by subtracting the weighted debt cost (line 14) from the
composite return on capital of each sample group (line 9). In line 16, 1 de-weight
the equity returns, and in line 18 I apply the companies' tax factors to derive the
return on equity for each AEP company based on the two samples of comparable
companies. In line 20, [ average those equity returns to derive the base line
comparable return on year-end equity for each company. They are:

v Columbus Southern 12.20%

* Ohio Power 12.22%
What adder is appropriate to take these base line equity returns to the level

of “significantly excessive?”

Here, it is necessary for the Commission to exercise its own judgment because
there is no objective, generally accepted measure of a “significantly excessive
return,” [ suggest the use of the adders that the FERC awards to encourage

investment by utilities in major innovative transmission lines. FERC provides a

13
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50 basis point adder for participation in Regional Transmission Organizations and
another adder of up to 150 basis points as an incentive for investment. FERC
apparently rogards that these adders are fully sufficlent to encourage risky
investments in transmission lines that must traverse difficult terrain and encounter

siting resistance. Amything more would be significantly excessive.

Using FERC’s 200 basis point adder, what would be the threshold of

“significantly excessive earnings” on common equity?

If we add 200 basis points to the base line retumns on year-end equity, the
thresholds of significantly excessive earnings are:

*  Columbus Sonthermn 14,209
= Ohio Power 14,2294

Are you recommending that the Commission adopt your methodelogy, but
not these specific thresheld numbers?

Yes. These threshold numbers are merely illustrative of the results that ave
derived from the methodology that I recommend. The first application of the
sipnificantly excessive earnings test will be in 2010 and based on carned retumns
in 2009. The numbers may be quite different then.

With regard te the adder to the base line earned retsrns, why haven’t you
adopted the statistical confidence levels that the utilities’ withesses have
recomunended?

The use of statistical confidence ranges would limit any finding of excessive
earnings to so few observations that the test would become a cipher. A two-tailed
05 percent confidence interval would mean that only 2.5 percent of all
observations in the sample company groups would be desmed to have excessive
earnings. A 90 percent confidence interval would increase that proportion to five

. 14
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percent, These intervals virtually ensure that no Ohio utility would ever be found

ta have experienced sigﬁiﬁcantly excessive eamnings.

Another objection to the use of set confidence intervals is that they “hard wire”
the definition of significantly excessive eamings in a manner that provides the
PUCO with litfle or no flexibility. As the testimony and exhibits of Dr. Makhija
demonsirates, the application of a 95 percent confidence interval to utility and
non-utility company equity retumns can lead to a very high excessive eamnings
threshold based on 2007 data. But 2007 was a relatively prosperous year. It now
appears that in 2009, the first year that the significantly excessive eamnings test is
applied, eamnings will probably be dramatically lower. The application of the Dr.
Makhija’s 95 percent confidence interval will likely result in a much lower
threshald, one that could conceivably deprive the AEP companies of what would
otherwise be judged adeguate eamings. The Commission must retain the
flexibility to adjust its excessive eamnings test to reflect the circumstances of the
day.

Does this complete you testimony?

Yes, It does,

10

P.
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Scheduls 1
Comparabla Electric Utititos
Return on Equity
lllons of Dollars
Nams Tickar Yaarend PreTex icome  Post-Tax  Retvmon
Symbol Commen  [ncome Tax income Equiy
Enulty

1 Allegheny Enewiy AYE 25347 €ae.8 260.8 416.0 18.41%
2 Allele ALE T42.8 1578 7.7 0 E 12.08%
3 Altiant Energy NT 20625 §v66 256.8 3208 12,05%
4 Ameren Corp AEE £,730.0 £88.0 330.0 (L] 9.75%
5 AmerkanElec Power AEP 10,078.0 1,685.0 5180 1,160,0 1141%
8 Aviata Comp AVA 814.0 828 243 8.5 4.21%
¥ Black Hills BKH 289.0 1458 456 1001 10.92%
8 Central Vermant Putlle Sve.  CV 1884 2268 6.8 158 8.35%
9 Centerpoint gy CNP 1,210.0 24,0 1960 a9¢.0 22.04%
18 CH Energy Graup CHG §22.2 654 218 43,5 8.28%
11 Claso Gorp CNL 1,009.2 105.2 286 THE 7.8845
12 CMS Enargy Sorp CMS 21150 287.0 108.0 170.0 4%
13 Ganscligatad Edison EC $,832.0 1,388.0 4380 238.0 10.57%
14 Constaliation Energy CEG 5,327.0 1.200.8 404.2 7984 14.36%
15 Damiplon Resourcas v] $,360,0 21330 7130 1420.0 15.18%
18 DPL Ine DPL .7 3343 1225 FARE: 24,30%
17 OTh Enargy 7111 58830 G100 1534 #5740 7.61%
18 Duke Ensray OUK 21,1880 2234.0 7120 1,8220 7.18%
18 Edisen internaticral EIX 5,3085.0 1,843.0 482.0 1,181.0 13.71%
20 El Paso Elacirio L] £ae.5 108.2 4.5 748 11.22%
21 @mpire Diatrict Blactic G BDE 539.2 47.8 14.4 232 816%
2% Energy East Corp EAS 5,208.0 3685 1141 2824 BT%
23 Enlergy Corp ETR 75382 1,574.4 §14.4 1,160.0 +4.80%
24 Exalon Carp EXD 10,1339 4,176.0 1,448.0 2,7306.0 26.84%
25 FirstErnergy Cop FE 8.871.0 24820 883.0 1,400.0 14.58%
28 Florida Public Udlities FPU 4.9 50 1.7 L%} 8.75%
27 Fortiz Inc FIS.TO 2,588.0 2420 33,4 2086 B.05%
28 FPL Broup FAL 10,735.0 1,880.0 3680 13120 12.22%
28 Graat Pinins Ensmy GXP 4 5883 2207 0 0TS 156.2 10.98%
30 Hawailan Elactric HE 4,273.6 144.9 SR 936 7.36%
3 IRACORF, Inc. IDA 4, 2407.3 Ba.0 13,7 82.3 a.81%
32 intearys Erery TEG 3,232.7 . BG.0 1819 §.60%
33 [TC Hokfings Com T 8831 1088 367 733 13.04%
34 Malna & Marttimes Co MAM 42.9 4.7 20 24 8.10%
45 MDU Resaurces Mpu 26158 S128 180.0 228 285%
48 MGE Enengy MGEE 427.7 76.7 278 488 11.42%
37 Nisowrce Ing NL W,078.8 4841 1724 2.0 8,15%
3@ Northeaet Ltilibes HU 2,008.3 380.8 1084 25158 8.65%
38 Northwestam Ceaep. NWE B2A0 86.5 324 ay2 8.48%
40 Natar NST 1,701.2 366.9 1334 2248 13.13%
41 OGE Enargy falei 3 1,580.8 360.0 167 2442 14.53%
42 Oftar Tall Carp CTTR 52a.2 e .0 54.0 10.31%
43 Paped Kaldinga POM 4018.4 488.7 162.2 288.6 T.38%
44 PG & E Corp PCG 8,546.0 16460 5390 1,006.0 11.77%
46 Pinnacie Wast Capita PNW 36816 4447 150.8 256.8 8.46%
48 PNN Resources PRM 18019 o34 32 E8.G 3,844,
47 Portiand General POR 9314.0 218.0 740 145.0 11.02%
48 PPL Carp PPL §,638.0 1,304.,0 amo 1,004.0 1B.87%
48 Progress Energy PGN Q4176 1,027.0 as4.0 B63 0 8.23%
50 Publlc 8ervices Enlerprises PEG T.288.0 22500 1,080.0 13230 16, 14%
%1 Pupet Energy Inc P3D 24218 267.3 728 1848 7.3%
82 Scang Carp 8C0 2.853,0 447.0 140.0 210 11.07%
ES Sompra Enargy BRE a3ED 16590 E240 11380 18 66%
54 Slerra Paclfic Res SRP 2,984.0 284.0 B7.6 1073 8.58%
£5 Southem Ca 50 12,337.0 26170 B350 14,7820 14445
&8 TECO Energy TE 20170 3060.8 126.0 1834 8.10%
87 UIL Hokdings UL 464.3 7.2 0.5 48.7 10.06%
38 Unjacurca Energy NS 80,1 - @75 0.1 58,4 B.48%
59 Unith Corp Tl 100.3 132 4.5 8T 8.67%
80 Vecelran Corp W 1,233.7 2182 768 1432 11.81%
81 Westar Eneray WR 1,626.0 283.2 < F 1684 2.22%
&2 Wilmington Capital M WCMA.TO 200 4.0 0.0 L] 0.90%
43 Wheconsin Enangy WEC 3.008.0 5541 2184 < Tirg 19.80%
€4 Xesl Ensngy XEL a286.8 070.4 284.5 57849 9.15%

Average 10.68%
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Exhibit Mo, {CWK-1}
Schadule 3
Electric Utility Compartson Group
Equity Percentages and Betas
A . B c - D E
5 Milllons
Nams Year-and atal

Ticker Common Reporied  Eyulty Beta
Symbol Equity Capital Peroent .

1 Allaghany Energy AYE 25347 B4THS 38.1% 210
2 Allew ALE 7426 11838 B4.4% 0,85
3 Alliant Enargy LNT 28825 43205 81.5% 0.50
4 Ameran Comp AEE 87300 12830 51.%% o8
5 AmaricanFlec Powear ABP 10,0750 24320 41.4% 1.18
& Avista Corp AVA 140 10480 34.0% 1.00
7 Black Hills BiCH BERY  1.5M.2 §1.2% 1.10
B GCerral Varment Public Sve. v 180.4 148 a0.4% 0.55
8 Centerpoint Energy Che 1,810 01740 17.0% o7
10 GH Energy Group CHG 522.2 B448.1 55.1% .86
14 Clece Corp CML 1,000.8 47805 58.7% 133
12 CMS Enawyy Com CMS 21188 &2120 25.8% 1.55
13 Gonaalidated Edizon ED 88620 1A 6R7.0 £3.0% ]
14 Constoliation Sy CBG 5327.0 101807 $2.3% 0,95
16 Dominion Resourcas v} 93800 228684 #41.0% 1.08
16 DPL ke ORPL BT1.7 24374 35.8% 0,90
17 OYE Epergy OTE 68,8550 12,0249 458% 0.80
18 Puke Energy RUK 21,1880 06870 48.1%

19 Edisan Intemational EIX 8,383.0 18,376.0 45.7% 105
30 Ei Pazo Eleckic + EE BEB.S 14216 80.4% ‘0.80
21 Empire Distiet Elactric Co EDE §36.2 1,081t 4% 6.as
22 Enargy Sest Com EAB 32080 71087 45.1% [+F.51
28 Enteoy Cop . ETR 78364 ITH020  42.8% £.86
74 Exalen Cong EXC 10,1330 22,9EBQ 45.7% LE- ]
25 FirsiEnegy Corp FE 50770 17E460 50,99 £.00
28 Flarida Fublic Utlitles FRU 488 BE.a 48.4% B.56
27 Fortls Inc FTS.TQ 25850 758649 J.0% .80
28 FPL Group el 10,7350 26160 48.8% 0.80
20 Grest Mains Enemy GXP 1,6883  2,700.8 87.8% b.a5
30 Havaikan Elastns ME 14735 25018 50.8% o.70
n IDACORP, Inc. DA 1,207.3 238432 £1.1% 1.60
42 Imegrys Energy TEG 32327 55500 5B.2% 0.45
33 TC Meldings Corp iTC 5631 2,041.5 27.6% .75
34 Malne & Maritimes Co MAM 428 704 &1.0% 0.38
35 MOU Rasturems - MOU 251584 3,670.1 BEBA% 0.856
38 MGE Bnergy MGEE 427.7 £80.1 £4.6% 0.85
37 Nissurca e NI 50768 10,6710 4768% 0.05
38 Mortheast Utities N 29003 56746 ABT% 085
39 Monhwestem Comp. NWE 250 18484 4H09%

40 Mstar NET 17018 4,248.2 40.1% D.75
41 OG&E Energy QGE 16808 30285 EE.68% 0.76
43 Otler Tail Gom OTTR 2.2 8821 £9.3% 0,78
42 Pepco Hoidings POM 40184  8,753.0 45.9% 0.40
14 PQ&E Comp FCB 86450 16,9764 50.3% 0,45
45 Panacis Veat Capha PNW 35316 €,65B.7 53.0% 1.00
42 PNM Resoucss PN 18819 ZB35.8 §7.8% 0.88
47 Parand Ganardl FOR 13160  2,026.¢ 50.1%

AR PPL Corp FRL 55380 12,7470 43.4% 0.85
4% Pmgrese Energy ) PGN B4175 17,2620 48.9% 0.83
50 Publlc Sendces Baterprises FEG 72650 18,0410 455% D.45
&1 Puget Eneray Ing P30 2828 52027 4B 5% 0.80
52 Seana Com sce 28630 §0E20  406% 0.80
&3 Sempra Bnogy SRE as{sn 130740 &3.8% 1.00
&4 Gierra Pasific Res SRP DH0BE 71344 42,0% 148
65 Sauthern Go 80 123370 27608 7% 0.75
6 TECO Energy TE 2070 A17B4 0.0% 1.10
57 UL Holdings ulL 484,3 - KX 48.2% o.40
£3 Unisowrcs Energy UNaS 6801 2244 M.% 0.7
58 Unitll Corp UTL 10,3 2638 38.2% 045
&0 veelan Ctip Wi 1,233.7 24781 49,09 6.0
&1 Weslar Enargy WR 18280 372843 45.8% 0.890
a2 \Wimington Caphal M WCMA, T 20.0 84 B1.4% 0.46
63 Wisoonsin Enargy WEGC 3,098.0 83021 48.2% 040
€4 Xeol Energy XEL s2oa8  1AT4E 40.4% 145

Average ‘ 48.2% 0.80
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Exhibit No.____{CWK-1)

Sichadule 4
Comparable Non-Utility Companies
Risk Adjustment to Return on Equity
A 8 C (] E
Average Risk  Adjustment Non-  Adjueted
Beiz Premium ToNon- LUtlities Non-Utililles
Utilities ROE
1 Electric Utilitles 0.89
2 Comparable Non-Utiities 1.08 14.94%  12.82%

3 Difference 0.19 7.0% 1.32%
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BEFORE THE

PUBLIC UTILITY COMMISSION OF OHIO

INRE: INTHEMATTER OF THE APPLICATION
OF COLUMBUS SOUTHERN POWER
COMPANY FOR APFROVAL OF TTS
ELECTRIC SECURITY PLAN; AN
AMENDMENT TO IT6 CORFORATE
SEPARATION PLAN; AND THE SALE
DR TRANSFER OF CERTAIN
GENERATING ASSETS

Case No. (08-917-EL-550

i e T e

And

IN THE MATTER OF THE APPLICATION
OF OHIO POWER COMPANY FOR
APPROVAL OF ITS ELECTRIC SECURITY
PLAN; AND AN AMENDMENT TO ITS
CORPORATE SEFARATION PLAN

Case No, 08-918-EL-S80

e wt

DIRECT TESTIMONY
OF

STEPHEN J. BARON

—

ON BEHALF OF

THE OHIO ENERGY GROUP

J. KENNEDY AND ASSOCIATES, INC,
ROSWELL, GEORGIA

October 2008
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1. QUALIFICATIONS AND SUMMARY

Please state yonr name and business address.
My name is Stephen J. Baron. My business address is J. Kennedy and Associates,
Inc. ("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell,

Georgia 30075.

What is your accupation and by who are you employed?

I am the Prasident and a Principal of Kennedy and Associates, a firm of utility rate,

© planning, and economic consultants in Atlanta, Georga,

Please describe briefly the nature of the consulting services provided by
Kennedy and Assaciates.

Kennedy and Associates provides consulting services in the electric and gas utility
industries. Our ¢lients include state agencies and industrial elec!:ricity CONSUMErs.
The firm provides expertise in system planning, load forecasting, financial analysis,
cost-of-servics, and rate design. Cuarent clients include the Georgia and Louisiana
Public Service Commissions, and industrial consumer groups thronghout the United
States. My educational background and professional experieice are summmarized on
Baron Exhibit __ (SJB-1).

J. Kennedy and Associates, Tne.

p, 27
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1 Q.  On whose behalf are you testifying in this proceeding?

2 A, I am testifying on behalf of The Ohio Enerpy Group (“OEG™), a group of large

3 industrial customets of Colymbus Southern Power Company (“CSP") and Ohio
4 ‘Power Company (“OPC™), hereinafier referred to as “the Companies” The
5 members of OEG vlvho teke service from the Companies are: AK Siee]
6 Corporation, ArcelorMittal USA, Brush Wellman, BP-Husky Refining, LLC., EL
7 duPont de Nemours and Company, Ford Motor Co., GE Aviation, Griffin Wheel,
8 PPG Industries, Inc., Republic Engineered Products, Inc., Severstal Warren, Inc.
g (formerly WCI Steel), The Procter and Gamble Co. and Warthington Industries.
10
11 Q. Have you previously presented testimony in any of the Companies® cases in
12 Ohio? |

13 A Yes. 1have previously testified in Case Nos. 85-726-EL-AIR and 07-63-EL-UNC.

14 I have also testified in numerous AEP cases in Kentucky, West Virginia, Virginia,
15 " Louisiang, Indiana and before the FERC.

16

17 Q. What is the purpose of your tesﬁnmuy?

18 A, I am addressing a number of issues raised by the Companies’ proposed ESP
19 associated with its requested rates and riders. First, I will address the impact of the
20 Companies’ proposals 1o include market purchases in their ESP generation rates.
21 As described by witness Baker, the Companies have included market purchases of

29 5% in 2009, 10% in 2010 and 15% in 2011 in the overall ESP generation rates.
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OEG witness Kollen will specifically address this issue in his testimony. 1 will

present the impact of the market purchases on 2009 projected rate levels.

T will alsa address the Companies’ proposed non-bypassable Provider of Last Resort
(“POLR™ charge that is designed to compensaie the Companies for the cost
associated with POLR switching risk by the Companies refail customers. As
described in the testimony of the Companies’ witness Craig Baker, this charge is
based on a quantification of the cost of an “option” that permits ESP cnstomers to
opportunistically shop and shopping customers to opportunistically retum to ESP
$80 service, While OFG has not determined whether this option is correctly
priced, OEG does oppose the POLR charpe in the event that a customer waives its

option (shopping) riphts during the ESP.

I will address the Companies” proposed Enerpy Eificiency Rider, and spevifically
the proposed allocation of these costs to rate schedules. OEG supports the

Companies’ EER proposal.

Finally, I will address the Companies’ proposed demand response gptions. As
discussed in Companies® witness David Roush’s testimony, the Compenies have
modified their tariff language to spéciﬁca]!y prohibit 880 customers from
participating in PYM Demand Response programs, either via a third party provider
or directly as a PJM member. OEG recommends that the Companies” ESP plan

include provisions wherein AEP will offer non-shopping customers PIM Demand

P

29
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response options. Effectively, AEP, a PJM member, should make available to its

ESP customers the opticn to participate in the PIM programs through AEP.

Would you please summarize your testimony?

Yes.

1. As recommended by OEG witness Kollen, the Companies’ ESF
proposal to inchide market hased purchases of 5%, 10% and 15% of total
energy requirements in 2009, 2010 and 2011 is unreasonable. The inclusion
of these market purchases will have a very significant and detrimental
impact on the Caompanies’ ESP rates. [n 2009, as a result of the Companies’
propasal 10 purchase market based energy rather than obtain energy fram the
AEP pool, CSP’s rates will be higher by $69.5 million and OPCO’s rates
will be higher by $75.ﬂ; million. In 2010 and 2011 the impact will be

roughly two to three times greater (respectively) for each Company.

2. The Companies have proposed a non-bypassable POLR charge
based on the calculated cost of an option ta purchase SSO service at the
proposed ESP rates. 'This POLR charge is designed to provide
compensation to the Companies due to their obligations to pravide POLR
service to customers, who may switch to an altemative supplier or retum to
SSO service from an alternate supplier during the three year term of the
ESP. While the proposed charge may be conceptually correct, I have not

verified whether it is computationally correct. Wotwithstanding this,
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however, the charge should be waived for ESP customers who either: a)
agree to forego their right to shop during the three year term of the ESP; or
b) agree to not take service under the ESP and, in the event of a retum to
POLR service, agree to waive their right to take service under the ESP and

acoept market based rates,

3. The Companies” proposed Energy Efficiency Rider is ressonsble and
the underlying allocation of costs on a direct assipnment basis is appropriate

and should be adopted by the Commission.

4, The Companies’ have proposed to prohibit customers from
participating directly in PIM Demand Response programs (via third party
providers or directly through PIM membersiip). If this prohibition is
adopted, thé Companies should be required to offer PJM Demand Response
programs to large industrial customers on an optional basis via an ESP tariff
rider. AEP should either offer its customers opportunities to pariicipate in

these PIM programs directly, or through contractual arrangements with third

party providers.

P,

31
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1 II.  RATE IMPACT OF MARKET PURCHASES INCLUDED IN ESP RATES

2

3 Q. OEG Witness Lane Kollen addresses snd obfecis to the Companics’ proposal

4 to include the 5%, 10% and 15% market purchases in the computation of

5 their propased ESP fucl and purchased power adjustment calculations. Have

6 you calculated the impact of these market purchases on the Companies’

7 proposed ESP charges?

8

8 A. Yes. As discussed by Mr, Kollen, the Companies proposal to include market
10 - purchases as part of their proposed ESP generation rates i$ wnreasonable. As
11 explained by Companies’ witnesses Baker and Roush, the Companies are projinging
12 to include the costs associated with market purchases comprising 5% of their total
18 generation in 2009, 10% in 2010 and 15% in 2011. The cost of these market
14 purchases are sipnificantly higher than the average fuel and purchased power costs
16 for the Companies. They are also significantly more expensive than the cost of
16 available AEP pool purchases. For CSP, the assumed market price of energy in
17 2009 is $88.15 per mWh, compared to a pool purchase cost of $26.15 per mWh and
18 an average fusl and purchased power cost of $36.49 per mWh. For OPCO, the
19 assumed market price is $85.32 per mWh, compared to a pool cost of $21.74 per
20 mWh and an average fuel and purchased power cost of $30.38 per mWh. The
21 Companies” proposed market purchases are 3.5 o 4 times a8 expensive a5 pool
22 purchases.

23
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1 Q.  Have you calenlated the impact of these :lnar'ket purchases on 2009 ESP rates
2 for each Corapany? |
3
4 A, Yes. Based on data supplied by the Companies in the testimony and exhibits of Mr.
5 Roush and witness Philip Nelson, together with the Companies response to Staff
6 data request No. 10-1, I have developed an analysis of the impact on m:stom& rates
7 from the Companies proposal to include market purchases in its ESP fuel and
8 purchased power costs.
8
10 Table 1 below shows the revenue and percentage increases proposed by CSP. This
11 table does not reflect the deferrals proposed by the Company. Since ratepayers will
12 ultimately be required to pay all of the deferral costs, it is appropriate to present the
13 full increases produced under the ESP proposal. Also shown on Table 1 is a similar
14 set of increases in which AEP pool purchases have been substituted for the 5%
15 market purchases included in the Company’s 2009 ESP revenue increass
16 calculation.

17
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Tabla 1
Columbus Sauthern Power Co, 2008 Proposed ESP Revenus ncreanes
2009 Rates As Fliad 2009 Rates, No Market Purchases
Without Deferral Without Defarral
Tatlff Clage § Increase % Incroass % Increase % Incrogsa
Residental § 143,403,224 15.6% L 119,342 559 18.3%
G5~ 7,680,897 17.2% 6,483,652 14.8%
55-2 35,500, 866 1B.1% 28,740,353 18.1%
G5-3 118,211,671 21.7% 98,773,921 17.4%
G5-4/RP-D 38,835,958 2B.5% 30,136,004 2%
Al 1,201,113 11.7% 1024419 10.0%
sL 692,381 14.4% 564,833 11.8%
|CSPIOP Joint 2,813,807 2.8% {3,007,839) -2.9%J
Tatal $ 340,621,907 197% 3§ 2£0,067,902 15.7%1
Pifferenca $ (8,554, 0D5)

Table 2 shows a similar swnmary for OPCO.

Tabla 2
Ohlo Powesr Co. 2008 Proposed ESP Ravanua Increases
2009 Rates As Filed 2008 Rates. No Markst Purchases
Without Daferral Without Deferral
Tarlfl Clazs § increase % ncrease § Increase % Incranes

Residentlal § 170,653,977 278% B 149 513,762 24.4%,
G51 8,618,812 27.1% 8,574,580 24.1%
G8-2 79,489,373 20.5% 80,658,280 20.8%
GS-3 125,961,225 33.1% 108,123,401 28.4%
GS-4IRP-D 128,644,811 42.1% 108,869,429 35.6%
oL 118,216 18.0% 1,583,488 16.2%
L 1,818,384 20.6% 1,624,058 10.6%
EHMG 497,227 29.4% 427,813 28.3%
EHS €,RBO 47,19, 5,580 38.2%
85 1,181,744 31.4% 1,028,661 27.4%
885 7038 20.5% 33,931 18.8%
CSPIOP Joint 4%?38 5.1% {168,619) «0.2%
Tatal § 524,620,783 30.4% $ 448,247,568 26.0%
|Pifferanca F] {76,273,214)

What do you conclude from this analysis?
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1 A It is clear that the Cﬂmpaniés’ proposal to include the 5%, 10% aad 15% market
2 purchases in their ESP gcﬁmtion ratc§ results in significant cost increases to
3 customers. For 2000 alone, this amounts to $69.5 million for CSP and 8754
4 million far OPCO. In 2010 and 2011, the impact would be roughly two and three

5 times larger (respectively), due to the increased level of purchases.
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1II. AEP's PROPOSED PROVIDER OF LAST RESORT CHARGE,

Have yon reviewed the Companies’ proposed Provider of Last Resorts charge?
Yes. As described by Companies’ witness Craig Baker, the POLR charge is
designed to compensate the Companies for the costs associated with “standing by”
to serve returning shopping customers at the ESP rates and the cost to the
Companies from ESP customers opporfunistically leaving 580 service for lower
priced market rates provided by Competitive Retail Electric Service (“CRES”)
providers. Mr. Baker characterizes this economically driven opportunistic behavior
as causing the Companies to “buy high and sell low.” The basis for the charge,
which is non-bypassable, is that SSO customers are free to shop whenever the
market price from CRES suppliers is lower and return to SSO service whenever the
ESP rates are lower than market. This creates & cost to the Companies that the

POLR charpe is designed to compensate.

How have the Companics calculated their proposed non-bypassable charge?

The Companies have calculated a POLR charge that is designed to reflect the value
of a financial option that would permit the owner to purchase 880 service at the
proposcd AEP ESP rates. Using the Black-Scholes model, the Companies have

computed separate option prices for CSP and OPCOQ, based on a series of inputs

' Baker Direct Testimony at page 30, linc 13,

P.

38
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including the expected market pﬁoc; the strike price (represented by the yroposed

ESP rates) and the three year time-frame covered by the ESF.

Do you disagree with the approach that the Companies are using o calculate

{he POLR option charge?

While [ don't disagree with the conceptual basis of the charge, 1 have not verified
the proposed level of the charpe itself, However, I do disagree that it showld be
imposed on all customers, whether or not they want to “purchase” the option. In the
event that a customer elects to waive their option rights, such a customer should not
be required to purchase the AEP “POLR Option.” During the three year term of the
ESP, the Companies are propasing that each customer be required to purchase an
option that will give such a customer the vight (in cconomic terms) to either leave
S8Q service for a lower market price or retun from the market to a lower S50 price
{the ESP tariff). In either case, the Companies are required to 1) absorb the loss if
the market becomes less expensive than the ESP price or 2) stand-by to serve
potential rehwrn CRES customers in the event that the market becomes more
expensive. There is a cost to providing customers this “option.” However, if
customers elect to waive their rights to shop during the three year ESP term, then
there is no risk to the Companies from costomer switching and no basis for the
Companies to impose the POLR option charge. Simply put, if a customer decides to
not buy the “option,” then there should be no charge, Customers should not be

“forced” to purchase an aption if they can make a three year binding commitment to

. 3T
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1 waive their shopping rights, which would result in the Companies avoiding the

2 switching risks identified by witness Baker.

3

4 Q. Waould you describe your specific recommendation on this issue?

5

6 A, The Companies’ POLR charge should be waived for ESP customers who either:

7 a) Agree to forego their right to shop‘ during the three year term of the

8 ESP

9 OR
10
11 b) Agree to not take service under the ESP and, in the event of a retmn
12 to POLR service, agree to walve thelr right to take service under the
13 ESP and accept market based rates.
14
15 If a customer, by election, agrees to sither remain an ESP customer for the entira
16 three yeer plan term, or agroes to not take the ESP POLR generation rate during the
17 three year plan because the customer elects to shop, and further agrees to take
18 market priced service in the event of a refumn to POLR service, the Companies
19 waould not incur any of the risks ideniified by Mr. Baker, which is the basis for the
20 option based POLR charge. Customer’s electing this “waiver” should not be charge
21 the POLR charpe.
22

23
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IV. RATEISSUES

Have you reviewed the Companies® propesod cost recovery methodology in the

Energy Efficiency and Peak Demand Reduction Cost Recovery Rider?

Yes. As described by Companies’ witness Roush and presented in his exhibits, this
rider is designed to recover the costs associated with energy efficiency progrems
from customer classes on the basis in which these costs are incurred. Effectively,
the program costs are being assigned to rate classes on the basis of customer use of
the programs, This is a reasonable approach to cost recovery and OEG supports the

proposal.

Have you reviewed Companics witness Roush’s testimony regarding a
prohibition of SSO customers from participating directly or indirectly in the

PJM Demand Respons¢ program?

Yes, Mr. Roush discusses the Companiss proposal to prohibit S50 customer
participation in these programs via a third party cﬂmpeﬁﬁve‘ supplier or directly as a
PIM member. The Companies position appears to be that S50 customers should
not be permitted to perticipate in & whaolesale PIM program, while purchasing
provider of lust resort supply. If this prohibition is adopted, the Companies should
be required to offer PYM Demand Response programs to large industrial customers

on an optional basis via an ESP tariff rider. The Companies’ proposals for demand
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response programs should include spegific participation by its retail customers in the

PJM programs.
Would you briefly describe the PJM Demaﬁd Response program?

Yes. PSM has had demand response programs in effect for a number of years. One
of the early programs was the Active Load Management (“ALM”) program, which
is essentially a traditional internaptible load mangémmt that retail customers could
participate in via their Load Serving Entities (LSEs). The ALM program has been
revised to accommedate the market driven capacity obligation mechanism of the
PIM Reliability Planning Model (“RPM™). Demand resources can be directly bid
into the RPM process (Demand Resource) or participate as Interruptible Load for
Reliability (“ILR™). ILR load is certified that it can be interrupted and paid a price
(interruptible credit) tied to the zonal capacity charge. PJM also offers other
capacity related demand response programs associated with the PIM Synchronized
Reserve Market and the PJM Regulation Market. Finally, PIM also offers
cconomic demand response programs tied to locatiomal marginal cost (“LMP”).
These economic programs permit customers to participate in the savings associated
with the difference between LMP costs and their pencration rates. All of these

programs are at the wholesale level, which means that a retail customer must

. 40
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participate through a competitive supplier (such as a curtailment service provider) or

a Load Serving Entity such as AEP.?

Should the Companies develop additional Demand Response programs, tied te

the PIM programs as part of their ESP?

Yes. The Companies should offer, either directly, or through designated third party
suppliers with whom the Companics enter agreements, participation in the PIM
programs. To the extent that there are real benefits to the Companies and their retail
customers from participation, thete Iz no reason to simply foreclose the opportunity
to participate. While OEG recognizes that there must be coordination between the
Cormpanies and customer participation in PJM Demand Response programs under
the ESP, this docs not mean that potential savings fo participating customers and

perhaps, all of the Companies’ customers should be foregone,

The Companies curvently offer Industrial Interruptible rates through their
TRP rate schedules.  Would these schedules be affected by yonr

recommendation?

% As noted previously in my lestimomy, it is possible for an individual custemer to beeome 8 member of
TTM and parficipate directly in the programs.

P.

41
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1 A. No. These rate schedules should continue to be offered, as proposed by the
2 Companies. My recommendation is to expand the Demand Response programs
3 through the use of the PYM Demand Response options.
4
5 Q.  Does that complete your Direct Testimony?

6 A, Yes.

42
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Professional Qualifications
Of

Stephen J. Baron

Mr. Baron graduated from the University of Florida in 1972 with a B.A. degree with high
honors in Political Science and significant coursework in Mathematics and Computer
Science. In 1974, he received a Master of Arts Degres in Bconomics, also from the
University of Florida. His areas of specialization wers sconometrics, statistics, and public
ntility economics. His thesis concemed the development of an econometric model to
forecast electricity sales in the State of Florida, for which be received & grant from the Public
Utility Research Center of the University of Florida. In addition, he has advanced study aad

coursework in time series analysis and dynamic model building,

Mr. Baron has more than thirty years of experience in the electric wiility industry in the areas

of cost and rate analysis, forecasting, planning, and economic analysis,

Following the completion of my graduate work in economics, he joined the staff of the
Florida Public Service Commission in August of 1974 as a Rate Economist. His
espo nsiﬁﬂitiw included the analysis of rate cases for electric, telephone, and gas utilities, a8
well as the preparation of cross-examination material and the preparation of staff

recommendatons.

J. KENNEDY AND ASSQCIATES, INC.
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In December 1975, he joined the Utility Raie Consulting Division of Ebasco Services, Inc.
as an Associate Consultant. Tn the seven yeats he worked for Ebasco, he received successive
promotions, ultimately o the position of Vice President of Energy Management Services of |
Ebasco Business Consulting Company. His responsibilities included the management of a
staff of consultants engaged in providing services in the areas of econometric modeling, load
and energy forecasting, production cost modeling, planwing, cost-0f-service mmalysis,

cogeneration, and load management.

He joined the public accounting firm of Coopers & Lybrand in 1982 as a Manager of the
Atlanta Office of the Utility Regulatory and Advisory Services Gréup. In this capacity he
was respangible far the operation and management of the Atlanta office. His duties included
the technical and administrative supervision of the staff, budpeting, recruiting, and marketing
as well as project management on client engagements. At Coopers & Lybrand, he
specialized in utility cost amalysis, forecasting, load analysis, econmomic analygis, and

planning.

In Jamuary 1984, he joined the consulting frm of Kennedy and Associates as a Vice

President and Principal. Mr. Baron became President of the firm in January 1991.

During the course of my career, he has provided consulting services to more than thirty
utiliey, indusirial, and Public Service Commission chients, including three international wtility

clients.

J. KENNEDY AND ASSOCIATES, INC,
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He has presented mumerous papers and published an article entitied "How to Rate Load
Management Programs® in the March 1979 edition of "Electrical World" His article on
"Standby Eleotric Rates" was published in the November 8, 1984 isene of "Public Utlities
Formightly." In February of 1984, hie completed a detailed analysis entitled "Load Data
Transfer Techniques" on behalf of the Electric Power Resesxch Institute, which published

the study.

Mr. Baron has presented testimony as an expert witness in Arizona, Arkansas, Colorado,
Connecticut, Florida, Georgia, Indiana, Kentucky, Louisiana, Maine, Michigan,
Minnesota, Maryland, Missouri, New Jersey, New Mexico, New York, North Carolina,
Ohio, Pennsylvania, Texas, Virginia, West Virginia, Wisconsin, Wyoming, the Federal
Enerpy Regulatory Commission and in United States Banlauptcy Court A list of his

specific regulatory appearances follows.

J. KENNEDY AND ASSOCIATES, INC,

. 46
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Expert Testimony Appearances
of
Stephen J. Baron
A& of October 2008
Juriselict. Party Lt Subject
Ky Louisvile Ces Lovkavile Gaa Cost-ghaanvics,
& Elmctric Co. & Blecirit Co.
MO Kanaaa Chy Power Kansas Clry Forecasting.
& Lipht Co. Power & Light Ca.
.4 Aviznna Corporation Tuson Electric Faracasiing planning.
Commésgian ta.
KY Alreo Cagiice Louievila Gas Rewenud requiremants,
& Blactriz Co, uirst-af-semvice, forecasting,
weakar nancsatizaton,
AR Astanses Elscirle ArtiBnsas Power Exceus capatly, eosl-af-
Erargy Censumens &Light Ca, service, raia design.
Fl. Florida Ingushisd Fiorids Power Allodation af fxed cosis,
Powar Users' Group Corp. load and capzclty balance, nd
resssvn mangin, Diversiiction
of iy,
AR Arkansas Fletirie Arkanass Powar Cost shacaton and rate design,
Erergy Consurfie and Light Go,
Pé Lehigh Valley Pannsytvania Intertuptinie ralee, excesy
. Power Comimiiiee Power & Light cagacly, and phase-in.
Ca,
ME Alra Industrial Central Malne interupiike rato dasign.
(32868 Power Co.
PA Fhiadelphla Arog Fhiladeihia Laad and enargy fncast,
. industriel Enargy Elecyiz Go.
Users Group
Ky Alsan Aluminum Lewisvilia Gas Ergnomics of campleting fose!
Com., etal. & Eleciric Co, penealing unit,
GA Atiomay Ganaral Geomia Power Load an enedyy firedasting,
Co genexation planning 6GIOMICS,
BA West Pann Power West Ponr Power Genertion plasming ecoriamiss,
Inciitriad Co. prudance of 8 pumped sto@ga
Intervencra fryee unit.
AR Arhansas Eleeiris Arkansas Powar & Dost-of-cavice, et dasign
Ensnyy Consumers Light Cn, radum mustiplexs,
Cliy of Chamber of 8anta Clars (oal-of-aprvics, rate dasign,
Sankz Commerce Munlcipal
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Sub 191
29048 NY
B5043:U AR
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Exhibit___(5.18-1)
Page S of 19
Expert Tastimony Appearances
of
J. Baron
As of Octobar 20108
a I.Itlllt] Subject
Wast Viginia Monongaheta Ganevralin pianning economice,
Induslsisi Power Go, prudenee of 6 pultyd Skrage
Intervencre el unit
Carnijna Cuke Power Co, Cosk-nf-aervice, aie dasign,
Ioedussinialy intespupil e rata deelgn.
{CIGFUR i}
Inchistrial Orange and Cost-of-cenwios, rate deslan,
Energy Users Reckand
Asoaiation Ltkties
Arkansas Gas Arkig, Inc. Reguiatony poicy, gas coet-a-
Consummers sanice, 1ale daskm.
Alroo indusirial Coniral Maine Foasibilly of intemuplibie
Gmea Powet Co, ratas, avoldad cost.
Al Produsts and JIeeoy Contral Ratz design.
Chemicals Power & Light Co.
Wast Pem Power \West Pann Pewsy Co. Optimal reserve, prudengs,
Induestrial off-sysiam sales Juaranian plan.
Intervanors
Wast Penn Power Vest Renn Powar Co, Oplirnal reserve famias,
Industriad prudance, aff-syatem sales
migrvanars pusrintse pl, '
Aruinaas Eleclrle Arkansas Power Cost-ofsevica, ris design,
Enargy Consumers & Light Ca. revenue distisution,
Irdueriad Elesiis Ohies Power Ca, Cost-of-sendon, raim deejyn,
Copsumers Group Imervptibe raies,
Wast Virginia Moriongahels Rower Ganeratjon planning soonomics,
Enargy Users o, prudanca of a pumped storage
Greup hrydra unit,
Camiina Industrial Buke Power Ca. Costofserdoa, rabs denign,
Enanyy Constimers intemupiibie ries.
Lousiana Pubja Gulf Sigtes Excese capacky, poonami
gal;ica Commision Utities enalysss of prchased powey.
]

industrial Enamy [naiana & Michigen Interupfibie rmiea.
Consumars Power o,
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Exhidh ___{SJB-1)
Page 6 of 19
Expert Testimony Appesrances
of
Stephen J. Baron
As of Octoher 2008
Date _Cage Jurisdicl. Pgﬁ[ Litility Subject
7 EL-BE Federal Laulsiana Public Gf States Costhanolt &nalysls of unit
53001 Fnamy Ssivice Commission Utiities, power sales conkach,
EL8G  Rewlary Staff Séumem Co.
07001 Comimission
{FERC)
4187 U17282 LA Loukslzna Publle Guy Striea {gad forecasiing and improdence
Seyvica Commission litiiee dumages, River Bend Mudsar unil.
Sl
5B7 G123 Wy Alnco industrisl Menengahela Iniemuptitle mtes,
=4 Gasty Fower Co.
&7 Br072- Wy West Viginla Moncnpehdla Analyza Maon Bower's fuel fiing
3c] Eneny Users Prower Co. and exarning s reasonabloness
Group of WP elaims,
W87 BEEM- WY West Vipinia Monangahala Ecanomis dispaiching of
EBC Enengy Users' Gmup Power Co, pumped strage ydm untt
5a7 eyl Ky emtucky indusinal Lautsvie Gas Anatysis of ampact of 1386 Tan
Erergy Conzumer & Eteolric 0. Raform Act.
w87 367 GA Caorgla Public Reongia Power Co. Economic prudence, evelustion
Bervice Convrission of Vogtls nuglaarunlt - lpad
fopecasting, planndng,
687 U-17282 LA Loulsiana Fubiic Gulf States Phase<in pian for River Bend
Sesvioe Commission Utitles Nuelear unit
Stalf
wro b2 o7 Canneclicut -Connesticul Methadalsgy for refunding
Inchehiai Light & Power Cao. rale madaration T,
Energy Consumers
887 Al GA Ganiyta Publt Gaonis Power Go. Test yearsakes and ravenue
Eervica Comm/ssion Tomcast.
987  RARIZN0 PA VWest Pann Powsr West Penn Power Co. Excese capacily, refability
Industriai of gananling systam,
Irenvenoes
1087  RE70ES]  PA Puguesne Duquesne Light Co. Intermuptble rate, oost-of-
Indusirial senvice, raverne aliocation,
Intanenons rte deskon,
we7 1850025 Fa Fennsyhank Proposed rules far cogeretation,
Industrin) gvoldad COBL, Fak recavery.
Intaruenors
AN

J. KENNEDY AND ASSOCIATES, INC.



0CT-31-2008 FRI 02:42 PM BOEHM KURTZ & LOWRY

Data

1087

o7

1287

ias

388

/88

1188

78

11/88

11788

3

FAX NO. 5134212784 P. 50
Exhibit ___(SJB-1)
Page Tof I8
Expert Testimony Appearances
of
Staphan J. Baron
As of October 2008
i Jurisdict, Party Uﬁmy A s—”EP“ o
E015 MN Tacona Whnesol Powar Excess capacity, Rower and
GR-87-223 Intzrvanors 2 light Co. oostof-ganita, rate design.
8702-F) AL Occiiental Chemical Flarida Power Carp. Revanue faracaating, weather
Cop. naniafztion.
g CT Connectieut Industrial Connecticut Light Envess capady, nuckear plont
Enemy Conzumers Pawer Co, phesain,
10084 KY Keptcky Indusirial Lowisyile Gas & Reverue yrecast, wealher
Eneny Canguimers Elachric Ca, nommakization rake treatment
of canceliad plam,
B7-8ATF AR Arkanses Ekeirie Ananses Power & Standby/beckun dachiz ries.
Canaumans Llght S,
B7NTICO0T A GPL industrial Metropotien Cogenerstion deferal
[etgrvanars Edison Ca, mecharism, modtication of aneegy
oot racovery (ECRY).
B70172C005 PA GPU IndusiTigl Penngyluania Coganaraiion defemal
Imarvancrs Elsctric Go. mechankm, modifiation of ensigy
oost recovary (ECR).
BR-171- oH Industsial Snangy Clavsland Flectric/ Firancial snsdvslc/veed for
EL-AIR Consumers Taledo Edisan irdesitn rata relief,
88-170-
EL-AR
inkarim Rats Caze
Appeel 1Bth Louisfana Publie Gulf States Load foracaating, imprudance
ofP3C  Judkis! Barvea Comrrission Uiliies Gamanes.
Dot Circuk
L-17282 Court of Louisiana
R-B80880  PA United Statay Camegie Gas Gas cosboheervion, rate
Steal dosign,
88171~ OH Inguairial Enargy Clevelsr! Electric/ Waather narmeizaton of
EL-AIR Consumers Toledk Bdsan. paak |nads, excess capecily,
8g-170- Ganersl Rate Cazs, raculatoey policy.
EL-AIR :
B70218/283 PA Ammea Advanced West Penn Power Ce. Cakutafad avaldad caparily,
2841284 Matartats Cop, recavery o Cepacity peyrments,
élteghmy Lugum
o
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Pape 8 of 19
Expert Tastimony Appedrances
of
Stsphen J. Baran
As of October 2008
Date  Case  jwisdet  Pury sty Subject
89 ARAR ™ Cooldental Chemical Hauston {ighting Costofsenics, mie design,
Cop. & Power Ca.
BiAD  3B4DU GA Gadrgis Publie Gaorgla Powar Co. Revenus forecasing, weather
Seavice Commizaian tetmalizaton
089 087 NM Attomey Ganel Pubz Sendce Co. Prycanes - Paie Yerie Nutlear
of New Mexieo of New Mexico Unkts 4, 2 and 3, laed love-
£asfing.
10088 2262 N New Mexica Induatrial Publla Bendoe Co, Fuel acuairnent clauss, ofF
Fnengy Cansumars of New Medco syslem s4as, caskol-senvics,
rata tiesign, merginal ccst
1183 38728 N industrial Congumers Indlana Mchigan Excass cepacily, caparity
for Fair Utikty Rates Power Co. equsization, juisdicional
cast alacation, rate design,
inferruptibie ralas.
1800 17282 LA loulsizna Pubdc Gt States Jnisgiictional cpat sllocation,
Service Commission LFities QM ewpanse analysis,
Staff
EAl  Ro0%A RA GRS ndustrial Metropolien M LNy gRnmiaRar st
Intervapers Edson Co. TeCOVENY,
690  ROMGDE PA Armio Advancad \West Fenn Power Co. Allozation of QF damand chaityas
Malardals Conp,, in tha fusl cost, cost-af
Allegheny Ludhm senvice, rate design.
Com.
8450 8278 MR Marytand Incustrial Bakimore Gas & Coataksendcs, rate dzsign,
Group Flactte Co, revenua alocaron.
1280 yeue M Assocklion of Dancurars Power Pema/d-skde management,
Rebuttg) Businesses Advocaling Co, s Aental dxiemahies,
TariF Equity
1290 UAT2RD LA Lovigana Public Gulf States Revenue requirernants,
Phasaly Sanvice Commission Uides Jurigdiational allacation,
Stef
250 a5 ME Alrée Industrial Central Malne Pawer invegiigaion into
(3e0e8 Co. intErmuntibla sedvice and mtss,
1w a2 Cr Connectiout Incustrial Connecticut Light Irterim rite rafit, finencies
Intedm Energy Congupiers & Power Co. anlysis, ciass revenue sliocation,
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ea10511  PA
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81-2 Wy
ENG

8341 D
Phags !
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Nate: No testimany

was prafilad on this.
11| uATGeY LA
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Exhibit __ (SJB-1)
Pageaf 79
Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Sl Subject, —
Cannaciicut induetrial Connacicut Light Revenue Teqiiremants, cost-of-
Enemy Gansumers & Power Co. sapvice, rate design, derent-side
menagement.
North aoina Duke Powse Co. Reverus racuiraments, cost
Industriay alocation, ratz design, demand-
Energy Consumars side managine.
Wesluacr Corp. Polornar Edison Ca, Cost alocation, mis design,
16680 Claan Air At Amendmanks,
Armes Seal Ca., LP, Clngingil Gas & Ecanoric enalysss of
Elebiz Cn, coganeration, avoid oos! rals,
Allagheny Luglum Corg,, Wost Pann Power Co, Esonomie andlysis of proposad
Ao Advaneed CWIP Rider for 1590 Clean Al
Mestsrigls Co., Act Amendmants axpendiitres.
The Wast Perm Power
Inclusirial sers’ Group
Weat Viminia Enargy Manengatiela Powear Economic analysis of propaed
Users! G Co. CVIP Ridar for 1990 Clesn A
Act Amendments expandies,
Waslyaco Corp, Polome; Etisn (0, Eaumoeni; analysis of proposed
CWIP Riger Far 1960 Clean Aif
Act Amendments axpenditures.
Louislans Puble Ul Staes RaSUS o comprebessive
Sévica Commissian Liifitias maagement awk
Stall
Lowislana Publle South Cantreh Anglysis of South Cantral
Service Commigslen Bell Teiaphone Co. Bells resgucturing &nd
Sigit ard prpdind menger with
Southern Bell Telsphone Co.
Amneo Slesi Ca, Cincinnat Gas Rata deskn, Imarupiibie
Al Products & 4 Elaciiz Co. rates,
Chermicaks, Ing.
Armee Advacad Wesl Ponn Powsr o, Evaluztion of approprizta
Malatiale Com., avoide! capacity custs -
Alaghany |udiym Com. CF projects.
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B2

92

10492

a2

vii]

183
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33

8183

293

Case Jurlsdiet
CO1424  PA
920248 CT

37 NM
RO0922314 PA

4514 D
M-00820312 PA

[whviitg

U-17848 LA
RA0A27378 BA

Baly e
EMZGR-  MN
921185

ECH2 Federa]
21000 Energy
ERAZ-B08-  Repuiatury
il Commission
{Pebutta) .
Gapiid- Wy
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QU7SRER FL
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J0406
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Exhibit __{SJB-1}
Bage 10 0f 19
Expert Tealimany Appearances
of
Slephen J. Baron
As of Dclober 2008
Fa Ly Bibec
Dudusena (rtsmuptbia Puquesne Light Co, Industrial interniptihla rE.
Compiainanis
Canpseton Industrial Yonkon Gas Co. Rate design.
Ensngy Cansumais
New Mexico Prublke Service Co. Ci}-of-sarvice.
Industrial Interverions af New Resico
GPUY Indusirial Metropaliian Edson Cost-obeendss, mia
Intarsnoss Co. detion, anemy tosiEies.
Incluzria] Consumers indlana Michigan Cnst-of-garvice, raba désin,
for Fale Uty Rates Fower G, shavgy cost e, rate veatment.
The GPU Industriel Pannsyivania Cost-aof-service, ik deslign,
inignenors Electris Co. gnorgy cost faie, mate treatment,
Leufsiang Publiz Sauin Cantrat Bell Menapement eucit
Benice Commission Co.
Steff
Armeo Advanced West Pann Power Co. Cot-ol-sence, rain design,
Watariais Co, enany cost rabe, 50 allowance
Tha WP {ndusirtal tate Featmem.
Intervenars
Tha Marpland RBaltimore Gas & Elpeak: cosi-of-senvice and
Inchssirad Group Bléctio Co. rale Jesig, g2t F9 doskin
(Restole miea).
Morth St Sisel Co. Nartirem Stakes Intamuptile rates,
Praxair, inc. Powar Co.
Laulalang Public Gulf Slates Margar of 63U Info Enmtergy
Sarvite Commiseion Lifitias/Rniengy Systent; aacten Systsm
Staif agreemiert,
Airen Gagea Monangahels Pawer [arvuptinee eates.
Co.
Fltwide industial Genarks - Flectic Cost recovery and 2Rocaian
PowerUgerd' Group Utfities al TEM costs,
Fehigh Vatley Pennsylvania Power Ratemeking treaiment of
Power Commires &lightCo, - off-system sales revenues,
b
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Page 11 of 19
Expert Testimony Appearances
of
Stephen J. Baron
As of Qctober 2008
Casa Jursdict, Pany Litllity Subject
M5 (4 Kantucky Industrial fhanerls - Gag Aligcation of gaa pipeline
Utlkty Customers Uit wanshion costs - FERC Order 638,
Un7738 LA Lodslana Publc Cajun Eladiric Nucksar plant prugiance,
Service Commisaion Fowar Caoparativ forecasting, excess capadiy.
Staff
E-01% MN Lamga Power Intarwencrs Minnesaia Fower Cost aliocakon, rgie devign,
GR-04-004 Ca. rabe phase-in plan.
20178 A Lowlsiana Puiic Loulsiana Fower & Analysls of Ingst cost
Servics Commission LishtGa, intngreted rescurce plan and
damand-side management program.
RO0342085 PA Ao, Inc.; Weat Pent Powar Ca, Cosi-of-senvice, allocaton of
Wast Pann Power rata Incraase, rale desion,
Irelustrial Intevvanors emisaien Alowanse sales, and
operations ard mainkenance expensa.
S5 Wy Wosl Virginla Manongahats Power Cast-of-seruiza, allocation of
E42T Enemgy Users Graup Co. reiia incraasa, and rete design
FCo4 Fadersl Lowigiana Publlc Guif States Analysis of axtanted neserva
13-000 Enargy Saevice Commission UtiliesfEntergy shuidown units and vickation of
Regulatory gystem egreemant by Emleqy.
Commisslon
RO0243  PA Lsnigh Valley Pennsylvania Public Analyeis af mtemipibia raty
{81 Fouser Commitiea Litiiey Commission teymz and condiians, aualtebiiy,
R0243
0A1CONN
UA7738 LA Loukiana Pubic Cajun Béciri Evaluation of appropriato quolded
Senvice Commissian Fower Cooperafvs 0% rEie.
L9504 LA Leuana Public Gulf Bztes Revenue requirements.
Servica Carmmisslon Utlltes
§258-U GA Caorle Public Southem Bell Proposals in addresa compstitan
Sarviea Cammission Telaphone & In Eleeommisication markets,
Telagraph Ca.
ECO4-7-000 FERG Lavlsiana Public El Paso Elettric Maiigd Soonenmics, irankmision
ERE4-858-000 Seavica Commission and Centre) and equelization hoid hemiess
Soutwrest poposals.
S30EG CO CF&l Steal, L7, Public Service Irfaruptible ratas,
Company of rnst-af-sarvice.
Colorae
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406
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Pape 12 0T 13
Expert Testimany Appearances
of
. 4, Baron
As of October 2008
Case Juy|sdict. Party gtm Suh
RO004327% PA, PPAL. Indusirist Rernzyivenia Powsr Cogtof-canice, allocation of
Cugtomar Allance & tight Co. rate incesse, rala desian,
Intarmupiile REa.
C00013424 PA Duguesne Infermupticle Duguaana Ligki Co. Inemuptible mies.
C-00B4G104% Compiginants
FROE-1z  FERC  Lousina Sullie Enaryy Sonvleas, {Open Acesss Tramsmission
-000 Servica Commission (11 Taiits - Wholegas.
21485 LA {oulsiana Public Guif Steles Nudlegr decammMiEsloning,
Servica Comissin Utiies Compary TENGRUE remsirements,
capital struchwe:
ERS5-1042 FERC Louigiang Putiic Systam Enamy Muclear dacopumissianing,
R[] Sesvice Gommissian Resources, Ing. e requinemants.
L-21485 LA Louigiana Publie Gul Slates Mucioar decommmiesioning and
Service Commission Litikbes Co. cost of debt caphal, capilal
Sinuctums.
1940032 PA Indusirial Enarty Slate-wida - Retoll conpettion lsuss.
Consumans of allutilies
Pennsylvania
U-21498 LA Loudsina Public Cantral Loulsiana Reventse raqulrament
Savica Camerission Egctria Co. analysis.
s Mo Marviand industriai Baltimore Gas 3 Relameking lssyca
Group Elec. Ca., Potomas asspciaied wilh & Midger,
Bk, Rower Co,
Consteliation Eneey
Co,
Ue17735 LA Lovisiana Public Cajun Electrit Revenue requimanls.
Sanviea Commission Power Cooperstive
22092 LA Laulslans Public Enlergy Guk Deccmamissioning, waather
Bervice Commission Siptes, e, nosmalization, apisl
struchira.
ROTEFT  PA Philsciaiphks Ao PECO Enemy Co. Gompefitive restructuring
Indusira! Enengy . pokicy lesuss, stranded coat,
Usars Sroup Vanglits cherea.
Civ USRark-  Louisizna Publia Gajun Electic Confimation of reomsnézaton
Action rupicy Sapvice Cormmisaian Py Cexparalive plean; snalysls of vale palin
Ha. Coyrt ) Produced by compsting pla.
Sd-11dvd  Middis District
of Loudslana
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1ner 9724
1087 RA74008
o= R-974008
17 U224
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12097 R-874104
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{Allacsied Stranded
Cost Issues)

3Re L0082
558 17733
1298 BT

Exhibit ___(SJB-1}
Page 13 of 19
Expert Testimony Appearances
of
Stephen J. Baron
As of Ogtobar 2008
Jurisdict.__Party Litifity Subject
FA Phitadaighia Araa FECO Enargy Co. Rtail compatition 5, rate
Induetial Energy unbuniding, stranced cost
Users Group analysts.
MD Marylang Industrial Ganaric Rat=k compedition kswes
Group
PA P4, Induswal Pannayivania Power Ratal competiion lssues, rale
Customer Aliance & Light Co, untindling, atranded cost analyshs.
KY Alean Ahninum Cam Gy River Analysia of cost of servive issues
Smuthuire Co. Electric Corp, - Big Rivers Regruciuing Pian
PA Matropolian Ecison Metepolian Edison Rateil campetitian issues, rae
(ndusirial Usars G unbunding, stranded cist analysis.
PA Pannsyhiania Electie Pennayivania Retal competilion ksties, ratn
Industial Custmar Elente Co. unhundling, sranded cost analysls.
LA Louislana Public Entargy Gu¥ Decommissioning, waator
Sanvioe Commission States, ine. nommalizakion, capital
stnuchire,
FA Prilaciiphia Arsa Bnron Ergrgy Artalysis of Reial
Incluswial Enemy Saryices Pawer, Ing./ Resucring Fropasal
Userg Groug FECQ Energy
PA Wast Pann Powsr iWest Pann Retal compatiion issues, rale
Industrial Inlevencs Pawer Ca, unbundlirty, stranded sost
analysiz.
FA Duquesna Indusiria! Puguesm Retall compeliian Bsues, i
Intarvencrs Light Co. untndiing, sanded east
Enalysis,
LA Louisiana Public Gulf Sglas Retail cormpetillon, skranded
Sarvica Commission |Hflitas Co. Cast quantiication,
Louislana Public Gulf States Stranded cost quandficatian,
Sesvica Comvssion Litities, Inc, restrucluring issues.
Laukelaa Public Cajun Electric Revenis raquirements analysls,
Sesvica Cammission Power Caopermiive, waather normaization,
inc
MD Mandand Indusiial Balmore Gas Eleotric trilly restruciuriag,
Group and and Elactria G, stranded cost recovery, i
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Page 14 af 19
Expert Tostimony Appasrances
of
Stephen J. Baron
Az of October 2008
Data _Case Jurisdict. Party utility Subject
Millennium nevganic unbuncing.
Chemicals kg,
158 L2135 1A Laiziana Public Entergy Gulf Nuckser decammissioning, westher
Servica Commission Stares, Inc. nermalization, Entagy System
Agraarment
gaa EC-98- FERC bouisiang Fublic American Eledrig Merger issudG mlatad fo
[Cnixsg-40-000 Senvica Commiszon Powar Co. & Central miarioat power riligetion propekas.
Answaring Testimany) Séulh Wes Cop.
59 G8-428 KY Kenuziy Incustral | mgsuila Gas Peiformance based regulaton,
{Response Uty Customars, nc. & Flactre Co saiflemat poposs| wsuss,
Teatimony) cross-Subskins between slectic.
Bs sorvies,
Ji=l2 B0E2 WY West Vinginia Energy Appalaciian Powsr, Electric wility restruciuring,
Usars Group Monongahials Fower, slranded coat etovery, rile
4 Potomec Edison unbundfng.
Compmiss
Ty 480336 CT Connactieul Indusirial Unlled (Rupinating Eleciric uilty restucuing,
\Enangy Congumers Compeny shandad oosl rcovery, rEie
unbunding.
709 Adversay  US Loutslana Pubic Cajun Electri Mation {6 dissthve
Pracesding  Bankumey  Service Commission Powar Caparztive prekminary njunction.
Mo 88-1065 Court
749 99-0306 T Conneclicut industrial Gannectcut Ligkt Electre vy resfruckring,
Enemy Consumers & Power G, sipandad coat racovery, ra
unbisding,
1089 24182 1A Louistasa Fublle Entargy Gu¥ Nuclasr fecommisaioning, weathar
Servios Commission Staies, Inc. noraizalion, Eniargy Sysiem
Agreement
12608 UMMM LA Louisians Public Cajun Electric Ananisl of Propasad
$Senica Commissian Pawar Cooparaive, Contraci Reles, Maskat Rates,
Inc.
0300 7738 LA Leulsiana Pubilc Csjun Elsciric Evehmlion of Cooperative
Bervice Commission Peswar Conperaive, Fower Contract Elections
I,
w0 991658 OH AK Stee| Corporatian Cinciwati Gas § Elechic ulity restructuring,
ELETP Biactic Co. strandad etst racovery, rate
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Puge 1% of 19
Expart Testimany Appearancas
of
Stephan J. Baron ’
As of October 2008
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1000 SOAH47TE. TX The Dallza-Fort Worth THU, Ink, Hegiic uthty restrutiuring
G0-1021 Haspiial Councll and rafg uphumating.
PUC 224 The Coaliion of
Indgpendent Colleges
And Unvers]ties
1200 124093 LA Loukslana Pubfic Entergy Guif Nuclear desammisaianing,
Service Commission Staes, Inc. MBVENUE EQLIFEMENtS,
1400 ELO0BE- LA Louisiana Public Enmeeqy Services e InferCampany System
000 & EROO-2854 Sandce Commizsion Agreament: Modicetions for
2] 85.33-002 relall competition, injermuptibie load,
041 U-21453, LA Louisiana Pyublic Entorgy Gulf Jurisdictional Bugipass Aspamion -
J-20825, Sarviea Cofnmission Stalas, Inc. Tenas Resin:chiing Plan
U.22092
{Subdncket B}
Addressing Comested ssues
1001 1400040 GA Geoigia Public Gaorgia Power G, Tast yaorrevesus fomacast
Sarvice Commission
Aduersary Sraff
1 U-25667 LA Lawsiana Public Enterny Gulf Nuclear decemmiazioning reguirements
Service Commission States, Inc, transmiasion Ievenues.
1 U286 LA Louksiana Public Generk Independant Transmission Company
Sarvics Commission . (“Transce®), RTO e design,
oMz 00114BEl FL South Fiorida Hospiral Floride Power & Retnil gost of svica, rate
and Heakhcam Assat, Ligtw Company daslan, raasures phaning ard
demand shkie management
0602 U-25955 A Lovis(ana Publc Entergy Gulf States RTQ lesues
Sarvica Commission Enfergy Loufslanz
o2 L1483 LA Louisiana Pubic SWEPCO, AP Juristlctional Businees Sep. -
Sarvico Commission Texes Restuching Pfan.
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Loulsiana Public Enlargy Guif Stales, 116, Waather nomeltmdion, power
Sanvica Commisslan purchass axpenses, Systen
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Customers, ing. Kantucky Utilitas Co.
Cripple Gronk, Vicior Gold Aquiiz, Ing, Costof Servics, Rals Design
Wnirg Co, Goodvich Gom., Intemuplinle Rates
Holgle 1.5.), Inc., ang
Tha Trane Co.
FPAL Indugtiial Customer PPL Electric Utiltles Com. Cast of servica, ralm deaign,
ANance PPLICA tariif issues and transmissien
saivicd eharge.
CF&l Steat Company, Clmax Fubie Servioe Gompany Cost of service, rats design,
Mines of Cokarada Intarmupdtie Raias,
Kaueky Indusirial Kentuky Utiltes Envinmmenal cost recovery,
Wty Cublomars, inc. Loukeulle Gas 8 EMetié Co.
Sauth Floride Haspita) Florids Power & Retal cost of sarvics, rate
and Realfhcare Asson. Lighl Company design
Louisigng Publis Entmny Lowlslana, inc. intiependang Cocrdinetor of
Sarvea Commission Staff Entargy Gui States, ihe. Tranamistion —CostBanafit
West Virginia Enangy Mon Power Co. Environmanmal enst recovary,
Uzers Grayp Pefomac Edison Co. Sacuritzation, Financing Ordar
Kentucky Industrial Hanlucky Power Company Dt of sedvice, rmta dexign,
Utifty Customiess, [ne. tramsmission exgensas, Congestion
Cax} Racovery Mechanism
Louiglana Pubic Servic Entergy G Solos, Inc.  Separation of EGS| imo Texas end
Commission Stk Lovisiane Comparks,
Loutsiane Public Service Entorgy Loukslana, (n, Transerission Prudanca investigation
Commissian Staff
Duqueshi induetrai Dugugsna Light Ca, Cost of Servica, Rate Dasign, Trangmission
Inlervenare & [ECPA Benvica Chame, Tarif 1ssuss
MeteEd Indiairte) Enemgy Metropolitan Edisen Co. Gereration Rate Cap, Transision Serde
Usors Group and Rengiec Penngyivania Flectic Ce.~~ Chargo, Gost of Garvice, Rata Design, Tadff
Ydystrial Cugtomer Is3ums
Allance
Loufslana Public Servica Entergy Gulf States, ng, Bapaiion of PGE! Into Taxas ang
Commigsion Staff Louisiana Companies,
i
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Casaba WY Kanducky Wndustral Kentucky Utiitieg Emvironmanial cost recomry,
2006-00130 Uity Customars, th. Lowlsvil Gas & Figdric Co.
Case No.
200600129
CaseNa VA Otc Dixrinion Commitiee Appalachien Pewear Co. Lt Alloeatinn, Aflocsiian of Revanus Incr.
PLUR-2008-00065 For Fair Utilty Rales ‘ Qfl-Sysiam Sotss marin raie restmen
Doc.Na.  CT Connagticut Industrial Cannacicut Light & Power Rele urbunding sases,
97-01-16RED2 Enengy Consumers Unfied liluminafing
Caseho. WV West Vigiie Eneeyy o Fawer Ce. Fate] Cost of Service
06-0880-E-427 Users Group Poiomes Edison Co. Revefilia apporticnment
U247 LA Laulstana Publio Service Entergy Guif &8s, Ing, Implemenitaton of FERC Dacision
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07-G3-BLANC Soutnem Power
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D7FQXFE

Doc. Mo, WI Wingoneln Industrizl Wiscansin Electric Power Go,  Gostof Servics, rate design, tarif
DEUR-103 Energy Group, In2. ISuas, Invemutitle rales,
ERO7-BEZ000 FERG  Loulslana Puplc Entangy Sendoes, Ine. Proposed modifications 1

Servica Commission & v Entargy Opanating Systom Agreement Schad.is M3S-3,

Sttt Companies Coel funsticnalization iesuss,
Doc ha, WY Cimerax Enargy Comyany Fiocley Moumizin Power Virlaga Pricing, Marginal CostPricing
2000-277-ERQT {PecikCom) Projectsd Test Year ;
CaseNe, OM Ohio Enengy Gloup Ohla Edioon, Toledo Fdieon.  Clags Céit of Sanice, Rate Restuchying,
07551 Cleveland Elpcyic Muminating  Apporionment of Ravems increzsa fn

Refe Schedues

ERO785  FERC Louisiana Pubic Entergy Services, Inc. Entergy's Gampliance Fing

Sarvics Commisslon and the Entergy Opating Syateen Agraeman Bandwidth

Staff Conpanies Calcylations.
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BEFORE THE

PUBLIC UTILITIES COMMISSION OF OHIO

INRE: IN THE MATTER OF THE APPLICATION

)
OF COLUMBUS SOUTHERN POWER )
COMPANY FOR APPROVAL OF 1T8 )
ELECTRIC SECURITY PLAN; AN ) CASE NO. 08-917-EL-SS0
AMENDMENT TO ITS CORPORATE )
SEPARATION PLAN; AND THE SALEOR )
TRANSFER OF CERTAIN GENERATING )
ASSETS )

And
IN THE MATTER OF THE APPLICATION )
OF OHIO POWER COMPANY FOR )]
APPROVAL OF ITS ELECTRIC SECURITY ) CASE NO, 08-918-EL-S80

PL.AN; AND AN AMENDMENT TO ITS )
CORPORATE SEPARATION PLAN )

DIRECT TESTIMONY OF LANE KOLLEN
L QUALIFICATIONS AND SUMMARY

Please state your name and business address.
My name is Lane Kollen. My business addsess is J. Kennedy and Associates, Ine.
("Kennedy and Associates™), 570 Colonial Park Drive, Sujte 305, Roswell,

Georgia 30075.

What is your accupation and by whom are you employed?
I am a wtility rate and planning consultant holding the position of Vice President

and Principal with the firm of Kennady and Associates.

. 65
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Please describe yonr professional experience and education.
I hold both a Bachelor of Business Administration in Accounting degree and 2

Master of Business Administration degree from the University of Toledo. I also

hold a Master of Aris degree from Luther Rice University. I am a Certified Public

Accountant and a Certified Management Accountant. I am a member of

numerous professional organizations,

I have been an active participant in the utility industry for more than thirty yeass,
both as an employee of The Toledo Edison Company from 1976 to 1983 and as a
consultant in the industry since 1983. I have testified as an ¢xpert witness on
planning, ratemaking, accounting, finance, aad tax issues in proceedings before
regulatory commissions and courts at the federal and staie levels on nearly two
hundred occasions, including proceedings before the Public Utilities Commission
of Ohis. My qualifications and regulatory appearances are further detailed in my
Exhibit__ (LK-1).

On whose behalf are yon testifying?

{ am testifying on behalf of the Ohio Energy Group, Inc. ("OEG™), a group of
large customers who take electric service from Ohio Power Company and
Columbus Southern Power Company (“OPC” and “CSP,” “Companies,”
“yiilitles,” or “distribution utilitics™). These OEG members are: AK Steel

Corporation, ArcelarMittal USA, Brush Wellman, BP-Husky Refining, LLC, E.L

. 86
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duPont de Nemours and Company, Ford Motor Co., GE Aviation, Griffin Wheel,
PPG Indusiries, Inc., Republic Engineered Products, Inc., Severstal Wheeling,
Inc., (formerly WCI Steel), The Procter and Gamble Co., aud Worthington

Industries.

Please déscribe the purpose of your testimony.

The purpose of my testimony is to address certain aspects of the Companies’
proposed Electric Secwrity Plans (“ESP™), including the Companies” proposal to
purchase capacity and energy at market prices in increasing proportions to reflect
“the continuing transifion to market,” the recovery of carrying costs on
environmental investments incurred prior to January 1, 2009, the proposed 3%
(for CSP) and 7% (for OP) annual non-FAC generation increases, the sale or
transfer of certain geverating assets and purchased power agreements and

entitlements, and the application of the “significantly excessive”™ earnings test.

Please summarize your testimony.

The Commission should modify the Companies’ proposed ESPs to limit
recoveries through their proposed Fuel Adjustment Clanse (“FAC™) riders to costs
that are prudently incurred in accordance with the requiremients of SB 221. The
Commission chould reject the Companies’ request to include the costs of
purchases at market prices equal to 5% of their Joads in 2008, 10% in 2010 and
15% in 2011. These purchases are not prudent because they will uneconomically

displace lower cost Company owned generation and cost-based purchased powear

P

b7
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that is available to meet their loads. The total harm 1o ratepayers from the 5%,
10%, 15% market purchase proposal over three years is $452 million for QPC and

$418 million for CSP.

The Commission also should modify the Companies® proposed FAC riders to
include the incremental increases in AEP pool capacity revennes received (the
Companies already propose to include AEP pool capacity payments made) and
off-gystem sales margins over the baseline amounts already included in present

tates.

The Commission should reject the Companies® proposal to increase their non-
FAC basic generation rates by 3% and 7% for CSP and OPC, respectively. These
proposed increases are not cost-based and arbitrarily add $86.974 million to the
cost of CSP’s ESP over the initial three year term and $262.527 million to the cost
of OPC’s ESP.

The Commission should reject the Companies’ proposal to increase their basic
generation rates to include incremental carrying charges on environmental
investment incurred during 2001-2068. The Companies’ request is inconsistent
with the statute, which allows such recoveries only for costs incurred on and after
January 1, 2009. For costs incurred in 2009 and subsequent years, the
Commission also should modify the computation of the Companies’ propased

carrying charge rate to reflect the Sectlon 199 deduction in the income tax

. B8
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expense component, The Commission already decided this issue and required this
offset 1o the Companies’ envirorﬁnantal revenue requircment in Case No. 07-63-

EL-UNC.

The Commission should reject CSP’s request for authorization to sell or transfer
thousands of megawatts of generation capacity and reject the Companies’
notification that they may sell or transfer various low cost “generation
entitlements” (purchased power contracts or entitlements) without secking the
Commission's authorization. Such sales or transfers will result in substantially
increased costs for Ohio consumers. For CSP, rates would go up because CSP
would become more deficit in the AEP pool, thus incressing its capacity
equalization payments to its affiliate utilities. OPC would hecome less surplus in
the AEP pool, thus reducing its capacity equalization receipts from its affiliate
utilities. Energy costs for each of the Companies would also increase, The
Companies have presented absolutely no economic analysis or study to support

these very significant proposals.

Finally, the Commission should decide in this proceeding the strueture of the
“significantly excessive earnings” test and how it will apply the test in the annual
review proceedings so that all parties know the rules going into 2009 and so that
the Companies can properly acoount for any refund obligations in their financial
statfements, In conjunction with the significantly excessive eamings test, the

Commission should reject the Companies’ proposals to: 1) exclude off-system

. 69
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1 sales marging, 2) ignore fuel adjustment clause (“FAC”) deferrals, 3) average
2 acinal earned retumns of the Companies for the review vear, instead of applying
3 the test on an individual utility basis as set forth in the statute, and 4) average
4 actual earned return returns of the Companies over a three year period, instead of
5 performing the test annually as vequired by the statute.
6
7 The remainder of my testimony is structured to sequentially address each of the

8 preceding issues.
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II. THE PROPOSED FUEL ADJUSTMENT CLAUSES SHOULD BE MODIFIED

TO EXCLUDE THE 5%, 10% and 15% MARKET PURCHASES, TO
INCLUDE PROFITS FROM OFF SYSTEM SALES, AND TO INCLUDE
CAPACITY EQUALIZATION REVENUES

Please describe the AEP-East Interconnection Agreement,
Because many of the issues in this case are impacted by the AEP-East

Interconnection Agreement it is important to understand how it operates,

The AEP-East Interconnection Agreement, originally entered into on July 6,
1951, is an agreement among the AEP-East Operating Companies, imder which
the individual generation resources of the participating companies {“Members™)
are dispatched on a single-system basis, and the costs and benefits of generstion
resources are shared on a system-wide basis, The Members are OPC, CSP,
Keniucky Power Company, Indiana & Michigan Company, and Appalachian
Power Company (Virginia and West Virginia). The Interconnection Agreement is

a FERC-approved rate schedule.

The Imterconnection Agreement provides for meeting total system energy
requirements on a least-cost basls from among available resources, AEP Service
Corporation, acting as agent for the Members, dispaiches energy on an economic
basis, assigning the highest incremental cost to off-system sales. Each Member
meeis its requiretent initially out of its own generation to the extent dispatched,
and thereafier through primary purchases from affiliates, The Interconmection

Agreement prices such purchases at the delivering Member's average cost of

P,
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generation for the month.

Revenues from off-system sales are initially allocated to the Member providing
the generation digpatched for each sale up to the amount of its generation costs fbr
the sale. Above that point, the Members share net revenues (profits or margins)
from such sales on the basis of their Member Load Ratio (“MLR™)- the tatio for
each Member’s Non-Coincident Peak (“NCP”) load over the latest twelve-month
petiod to the sum of NCP loads for all Members over the same period. Likewise,
AFP Service Corporation makes emergy purchases on a systemn basis and
appoytions the cost by MLR to Members.

The Interconnection Agreement also containg a capacity equalization mechanism
to levelize capacity investment imbalances among the AEP-East Members as they
rotate the construction of new generation. Each participating Member bears its
proportionate shate of the system’s total capacity and reserves based on the MLR.
The ‘deficit’ Members make capacity payments to the ‘surplus™ Members baged
on the surplus Member's weighted average embedded costs of investment in its
non-hydroglecttic gencrating plant expressed on a per kilowatt per month basis

plus associated fixed operating costs.

Pleage describe the Companies’ proposal to include purchased power at
market prices in their FAC riders.
The Companies propose to include the costs of purchased power acquired at

market prices for 5% of their loads in 2009, 10% in 2010 and 15% in 2011,

.12
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Companies® witness Mr. Baker describes this aspect of their proposed ESPs as “a
limited feature for the continuing transition to market rates,” (Baker Direct at 22).
The Companies have included the estimated effects of these purchases in their
projected FAC tates for 2000 using their projections of market prices for the
Market Rate Offer (“"MRO™) option in the MRO versus ESP comparison found on

Baker Exhibit JCB-2.

What is the estimated cost of such purchases at markc; prices?

The Companies estimate that CSP will be able to purchase for §88.15 per mWh
and OPC for $85.32 per mWh in 2009, 2010 and 2011, although the actual
purchase prices will be seflected in the Companies’ FAC riders, not these
estimates prices. The Companies estimate that these purchases will cost CSP
$100 miltion in 2009, $200 million in 2010 and $300 million in 2011, for a total
of $601 million over the initial term of the ESP. The Companics estimate that
these purchases will cost OPC $120 million in 2009, $240 million in 2010, and

$360 million in 2011, for a total of $721 million over the initial term of the ESP.

Do the Companies need these purchases to meet their loads?

No. In 2007, OPC and CSP had non-requirements sales for resale (io the other
AEP Companies and to the AEP Sysiem pool for sale off-system) of 29,874 gWh
and 10,697 gWh, respectively. Tn 2009, the Companies project that OPC and C3P
will have non-requiremerts sales for resale of 27,027 gWh and 5,658 gWh,

respectively, based on Companies’ witness Mr. Nelson’s Exhibits PIN-6 and PIN-
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3, respectively. In 2009, these sales for resale represent 46% of OPC’s available

energy sources and 19% of CSP’s,

These off-system sales figures demonstrate that both Companies already have
significant amounts of surplus energy. To put this in perspective consider that in
2009, OPC’s forecasted off-system sales of 27,027 gWh are almost equal o its
2009 forecasted native load sales of 28,151 gWh. For CSP, its 2009 forecasted
off-system sales are more than 25% of Jts 2009 forecasted native load of 22,715

gWh.

Aside from the nced aspect, are such purchages at market prices cost-
effective for the patepayers?

No. The cost of these purchases is far greater than the Companies would have to
pay to purchase from the AEP pool pursuant to the AEP Interconnection
Agreement. The Companies legally are entitled under the Interconnection
Agreement, a FERC-regulated rate, to power that is available from their sister
companies at a significantly lower cost, as I previously described. The following
table provides the average monthly rates at which each Company bonght from the
AEP pool during 2007 and the first six months of 2008 and demonstrates that the
costs of such purchases were a mere fraction of the cost of the purchases at

market prices that are proposed by the Companies.

. 14
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AVERAGE COST OF AEP POOL PURCHASES
C5P Pool Purchages OP Pool Purchases
Month Purchases Purchased Pumhases  Purchasas Purchated Furchases
Fmivk mWh $000 SmWh mwh 5000
Jan 2007 $29.13 ge2,837 28,524 sxq69 253,785 6,268
Feb 2007 106 820,393 27,850 526,60 181,349 5,080
Mar 2007 §2851 942020 27,801 £2208 318558 7.32%
Apr 2007 §27.91 o81.076 26,547 2308 310,294 7.443
May 2007 $19.77 1226732 2423 $28.42 312300 8,252
Jun 2007 $17.78 1,382 218 24,218 2848 308654 1057
Jul 2007 $1840 14200835 26288 $23.89 520,874 13,442
Aug 2007 $19.30 1157018 22,328 $27.75 445839 12368
Sep 2007 1881 131,168 25717 f26.58 447 BED 11,448
Qct 2007 07 BES B4T 18,320 $28.06  3B7.64: 10,452
Nov 2007 %2065 1.066288 22,018 $28.67 398437 8,507
Pac 2007 $20.92 1,156,888 24 196 $25.21 406,600 10,281
Avg 2007 §22.38 131,348,080 208,228 §2581 4350705 111411
Jan 2008 52040 1,311,028 28748 52485 476442 11,838
Feb 2008 $2263 1017202 22818 R27.32 390113 10688
Mar 2008 $24.00 1202286  2B.652 $2020 331,580 a,714
Apr 2008 $2455 1146081 281%™ 52545 303402 8,836
May 2008 $23.87 1156546 27613 2763  2O7 804 10,984
Jun 2000 $27.66 1287478 35,404 $34.80 a7 354 12 D88
Avg TIO7-B108 $71.60 14,102,821 308,598 g27.241 48354848 131,583

In essence, the Companies propose to purchase largs blocks of power at market
prices estimated at $85.32 for OPC and $88.15 for CSF when OPC can purchase
from the AEP pool at $25.61 to $27.21 based on jts recemt actual 12 month
purchases from the pool and CSP can purchase at $22.35 to $21.88 based on its

recent purchases. That obviously is detrimental to ratepayers.

In addition, the Companies legally are obligated under the Interconnection
Agreement 10 sell power they have available to the other Pool Members.
Consequently, the Companies would be required io sell any excess power
resulting from their 5%, 10% and 15% purchases inte the AEP pool at

significanily lower rates than they paid. As [ noted previously, OPC sells huge

P. 75
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amounts of pawer to the AEP pool and CSP also sells to the ABP pool, The
following table provides the average monthly rates at which sach Company sold
into the AEP pool during 2007 and the first six months of 2008 and demonstrates
that the Companies’ proposal to purchase power at market and then resell it 1o the

AEP pool will result in a significant loss on such transactions,

AVERAGE PRICE FOR AEP POOL SALES

CSP Pool Sales QP Fool Sales

Month Sales Bales Sales Bales Salss Sales
Hmwh mwh 5000 mWh  mWh $000

Jan 2007 §2265 266389 6,046 §32.56 1,867,180 54,288
Feb 2007 $2543 190,357 4,840 536542 1528168 54,135
Mar 2007 §24.87 200464 4,885 351.88 923,745 48,015
Apr 2007 32515 288,980 7,374 $48.70  D27430 45248
May 2007 g3078 370,039 11,3090 $18.07 1460728  B2805
Jup 2007 $86.17 447802 16,186 $31.72 1824340 67850
Jul 2007 §3214 485351 158M $31.31 1971837 BI72
Aug 2007 53847 500358 18,251 $3132 1932121 80513
Sap 2007 $20.0% 417050 1218 §2558 2194281 52828
Qot 2007 $32.21 333138 10,728 $25.18 2,083,690 BO.817
Nov 2007 §24.53 345185 B 466 42838 2751702 @S858
Dec 2007 §30.37 260566 8,180 $58.74 1084202 63680
Avg 2007 $30.38 4110324 125184 $34.54 10345121 685672
<Jan 2008 $29735 353432 4,888 $3211 2207649 70,888
Fei 2008 £28.32 240322 7,047 $37.87 1,871,488 @323
Mar 2008 $30.96 180,726 4,857 33478 2098351 72802
Apr 2008 $2B48 211,393 6,021 $3p85 1,812,188 B4,403
May 2008 $26.47 2OB248 7,895 53005 18120621 70818
Jun 2008 §43.97 318088 13088 $43.10 19568703 84338
Avg 7107-6/08 $31.51 39392803 123,830 $34.88 22870703 740984

In essence, the Companies propose to purchase at $85.32 for OPC and $88.15 for
CSP and sel into the AEP pool for OPC at $34.54 to $34.98 per mWh for recent
12 month periods and for CSP at $30.39 to $31.51 per mWh. That proposal

obviously is extremely harmful to ratepayers.

. 18
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OEG withess Mr. Stephen Baron has prepared a quantification of the increase in
the Companies’ fue) and purchased power expenses due to the proposed 5%, 10%
and 15% purchases, He quantified a harm to CSP ratepayers of $75.4 million
annally for each 5% of load supplied by these proposed market purchases and to
OPC ratepayers of $69.6 million. Qver the initial three-year term of the ESP, the
harm to OPC ratepayers would be $452 million and to CSP ratcpayers would be

$418 million.

Will these proposed 5%, 10% and 15% market purchases result in exporting
the Companies’ lower costs to the other AEFP Members and raie
jurisdictions?

Yes. If the Companies purchase at market, then these high cost purchases will
push lower sast energy to the other AEP Members, which in turn will benefit their
ratepayers. Transferring this lower cost power to the AEP System also will allow

the AEP System to sell more pawer in the off-system sales market to third parties,

which int turn will provide additional off-system sales margins. These margins are

allocated among the AFP Members pursuant to the FERC-spproved
Interconnection Agreement on, the basis of each AEP Company’s Member Load

Ratio share, AEP sharcholders also retain part of the profit from off-systemn sales.

Consequently, under the Companies” proposal, the additional costs of the
purchases at market will be assigned directly to the Ohio retail ratepayers, while
the benefits of lower cost generation will be exported to the other AEP Members

P,
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and ather retail jurisdictions, such as West Virginia, Virginia, Kentucky, Indiana,
and Michigan. In addition, the increased AEP System off-system sales marging
will be shared with AEP’s shareholders and with the other AEP Members and

their ratepayers in other states.

Do the Companies propose o include the off-system sales margins in their
proposed FAC riders?

No. The Companies exclude all off-system sales margins from their proposed
FAC riders. Thus, the increased costs will be recovered by the Companies
through their FAC riders, but none of the increased margins will be used to reduce

the costs charged to Ohio ratepayers.

The margins from off-system sales are large. In 2007, the profit fom off-system
sales received by OPC was $146.7 million and for CSP was $124.1 million, based
on the monthly AEP System reports provided by the Companies in response to
OEG-2-1. In each of the jurisdictions that AEP operates profits from off-system
sales are used by the state commissions to lower rates, For example, in West
Virginia profits from off-system sales are flowed through to ratepayers
automatically through their firel adjustment clause. In Kentucky, profits from off-
system gales are reflected n base rates and the fuel adjustment clanse. While the
FERC-approved Intercounection Agreament requives that profits from off-system
sales be treated as income to the utilities, each state commission detarmines its

own retail ratemaking treatment. AEP’s proposal to insulate off-system sales

. 18
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profits from Ohio raterneking jurisdiction would be discriminstory. It would
place Ohio at a disadvantage compared to West Virginia, Virginia, Kettucky,

Indians and Michigan.

Should the Commission adapt the Companies® propesal to ineclude the 5%,
10% and 15% wmarket purchases in their FAC riders?
No. The proposed costs are imprudent and unreasonable. The harm to OPC

congumers is $452 million and to CSP consumers 3418 million.

Thus, the Companies’ proposal fails to meet the threshold Section 4828.143(B)(2)
requirement that all costs recovered through awtomatic riders, such ag the FAC, be

“prudently incired.” The Companies carry the burden of prdof on this issue,

Please describe the AEP Pool capacity payments and receipts.

The AEP Interconnection Agreement requires Members that are cepacity “deficit”
to pay the other Members that are capacity “swplus” a monthly capacity
equalization charge. OPC is considered a “surplus” Member, so all “deficit”
Members must pay OPC a charge to cqualize their ¢apacity costs. CSP is a
“deficit” Member, so it must pay all surplus Members a fee to equalize their

capacity costs,

How do the Companies propose that these AEP capacity receipts (OPC) and
capacily payments (CSP) be reflected in their FAC riders?

. 19
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The Companies do nat propose to includs any AEP pool capacity receipts as an
offset to the costs recovered in their proposed FAC riders, according to the detail
shown on Mr. Nelson's Exhibits PIN-4 and PIN-5 for OPC.! Consequently, the
additional AEP pool capacity receipts will be retained by OPC and will not be
flowed through to the ratepayers who pay for the generation that allows OPC to

receive the receipts,

This asymmetry is unreasonable. If the capacity equalization payments made by
CSP are charged to ratepayers in the FAC, then the capacity equalization revenues

received by OPC should be credited in the FAC.

How should the Commission modify the Companies’ proposed FAC riders?

There are three changes that are essential before the Commission can reasonably
find the costs recoversd through the Companies’ FAC riders will be “prudently
incurred™ and that “benefits derived” are “made available to those who hear the
surcharge.” The first modification is to reject the Companies® proposal to
purchase power at market prices equal to 5% of their loads in 2009, 10% in 2010,
and 15% in 2011. The second modification is o include the incremental AEP

pool capacity payments received by the Companies, The third modification is to

! Exhibit PIN-5 line 38 shows the amount in account 555 purchased power

included for AEP pool capacity of 80 and includes a footnote that this applies only to
CSP. In other words, it only is included in the Companies® proposed FAC if the amoumt
is positive, i.e. a payment, which is the case for CSP.

P.
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2 through the AEP Interconnection Agreement,
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I11. THE COMMISSION SHOULD REJECT THE PROPOSAL TO
ARBITRARILY INCREASE NON-FAC GENERATION RATES
ANNUALLY BY 3% FOR CSF AND 7% FOR OPC
Please describe the Companies’ proposal to increase their non-FAC basle
gencration charges by annual percentages during the imitial term of their

ESPs.

None of the Companies’ witnesses described this aspect of the Companies” ESPs
other than to address the computation of these amounts as reflected on Mr.
Baker’s Exhibit JCB-2 and Mr. Roush’s Exhibit DMR-1. However, the
Companies’ ESPs include increases in the basic generation rate (non-FAC rate) of

3% annually for CSP and 7% annually for OPC,

This results in annual non-FAC increases of $14.209 million in 2009, $14.636
million in 2010 and $15.0735 miition in 2011 for CSP, according to Mr. Roush’s
Exhibit DMR-1 page 1 of 2, with a total over the three years of $87 million,
according to Mr, Baker’s Exhibit JCB-2, This results in anmual non-FAC
increases of $41.771 million in 2009, $44.695 million in 2010 and $47.824
million in 2011 for OPC, according to Mr. Roush’s Exhibit DMR-1 page 2 of 2,
with a total over the three years of $263 million, according to Mr. Baker's Exhibit

JCB-2.

Has the Company provided any cost basis in support of these 3% and 7%

increases in the non-FAC basic generation rates?

P, 82
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No.

Does SB 221 contemplate such arbitrary rate increases?
No. It is my understanding as a regulatory expert, and not as a lawyer, that the
provisions of SB 221 that authorize rete increases pursuant to an ESP require that

such increases be based on prudently ncurred costs.

Should the Commission authorize these 587 million and $263 million
generation rate inereases?

Na. These proposed increases are arbitrary and are not consistent with the
requirements of $B 221 for increases bas;cd on prudently incurred costs, In
addition, the Companies have utterly failed to meet their burden of proof as set
forth in 8B 221.

P,
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1 IV. THE COMMISSION SHOULD MODIFY THE PROPOSAL FOR
2 ENVIRONMENTAL CARRYING COSTS
3

A ©. Please deseribe the Companies’ proposal for recovery of envirenmental
5 carrying charges?

6 A.  The Companies propose to include in their basic generation rate recovery of

7 “environmental carrying charges,” The proposed charges consist of a grossed-up
8 rate of return on environmental investment plus depreciation plus property taxes
9 and administrative and general expenses, according o the detail provided on
10 Companies’ witness Mr. Philip Nelson’s Exhibits PIN-8, PIN-9 and PIN-10. The
11 proposed charges include these carrying charges on environmental investment
12 incurrad during 2001 through 2008 (retroactive portion) and snnuel increages due
13 to environmental capital additions starting in 2009 (prospective portion).
14

15 Q. Do you agree with the Companies' proposed recovery of carrying cosis on
16 environmental capita] additions starting in 2009 (prospective portion)?

17 A Yes. 1 agree with this general concept as long as the recovery is in accordance

18 with the requirements of Section 4928.143(BX2)(b), which allows utilities to
19 recover the costs of “an environmental expenditure for any elsctric generating
20 facility of the electric distribution utility, provided the cost is incurred or the
21 expendifire ocours on or after January 1, 2009,

22
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Do yow agree with the Companies’ proposed recovery of environmental
carrying costs on environmental capital additions during 2001 through 2008
(retroactive portion)?

No. First, the statite previously cited provides for incremental recovery of
prospective environmental costs on or after January 1, 2009, but does not provide

for incremental recovery of environmental costs incurred prior to that date.

Second, the Companies’ existing RSP rates provide recovery of generation costs,
including environmental, through December 31, 2008. The Companies propose
that these raie levels be continued effective January 1, 2009 in their basic
generation rates. Most recently, the Commission granted increases in the rates
charged for generation service in Case No. 07-63-EL-UNC to provide the

Cormpanies recovery of their increased environmental costs.

The Companies’ claim that existing rates do not provide full recovery of their
environmental carrying costs also ignores their non-environmental investment and
the effects of accumulated depreciation since 2000, In other words, the
Compenies’ limited analyses fail to demonstrate that there is any net under
recovery of generation costs in the aggregate. To the contrary, the evidence
indicates that the Companies are not under recovering based on 2007 earnings. In
2007, CSP actually earned 22.1% on common equity and QOPC eamed 11,7%.
The compuiations of these earned rates of return are detsiled on my

Exhibit  (LK-2).
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What are the effects of the Companies’ proposal to recover environmental
3 calTying cosis (retroactive portion) on their hasic generation rates?

4 A, The effect is to increase the CSP basic generation rate by $26 million and the

5 OPC basic generation rate by $84 million starting ou January 1, 2009, according
6 to Companies witness Mr. Nelson’s Exhibit PIN-8. The cumulative effect of this
7 proposal over the three year term of the ESP for CSP ratepavers is $78 million
8 and for OPC ratepayers is $252 million.

5

10 Q.  Whatis your recommendation regarding the Companies' proposal to recover
Il environmental carrying costs (retroactive portion) as a component of the
12 bagic generation rate?

13 A, [recommend that the Commission reject the Companies® proposal. This proposal

14 is inconsistent with the statite and fails to properly consider all costs that already
15 are recovered through present ratas.
16

17 Q. Do you agree with the Companies’ compwtation of the environmental
18 carrying cosis?

19 A, No. The Companies’ computation of the carrying charge rates applied to the

20 environmental investment is flawed because it does not reflect the Seetion 199
21 deduction in the income tax expense component. The computation of the carrying
22 charge rates is detailed on Companies® witness Mr. Nelson's Exhibit FIN-10.

23
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Flas the Commission already decided the issue of whether the Section 199
deduction should be included in the rate of return applied to envirnonmental
rate base for the Companies?

Yes, The Commission already decided this issue in Case No. 07-63-EL-UNC.
The Commission required that the Section 199 deduction be used to reduce the
income tax gross-up on the equity return in the computation of the revenue

requirement, specifically for environmental costs,

What is your recommendation regarding the Section 199 deduction in the
computation of the environmental carrying charges sought by the
Companies?

I recommend that the Commission direct the Companies to reflact the Section 199
deduction in the computation of the federal income tax component of the carrying
charge rate, consistent with the Commission’s determination on this issue in Case

No. 07-63-EL-UNC.
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1 V. THE COMMISSTION SHOULD REJECT THE PROPOSAL TO SELL OR
2 TRANSFER GENERATING ASSETS AND PURCHASED POWER
3 CONTRACTS
4

5 Q.  Please deseribe CSP's request for autharization to sell or transfer generating
6 assets.

7 A, CSP requests authority to sell or transfer the Waterford Energy Center

8 (“Waterford™), a combined cycle plant rated at 821 mW, and the Darby Electric
9 Generating Station (“Darby™), a simple cycls plant rated at 480 mW in the winter
10 and 450 mW in the summer. CSP asscrts that it has no plans to sell or transfer the
11 Waterford or Darby plants at this time.
12

13 Q.  Please describe the Companies® notification to the Commission that they may
14 sell or transter their “gencration entitlements” other than owned generating
15 assets.

16 A, The Companies argve thet they are not obligated to seck authority from the

17 Commission to sell or iransfer various “generation entitlements,” but that they
18 may do so without firther notification to or authorization from the Commission,
19 Other terms for these “generation entitlements™ would be “purchased power
20 contracts™ or “purchased power entitlements,” The costs incurred pursuant to
21 these purchased power contracts or entitlements are recognized by the Companies
22 as purchased power expense. The Companies identify the following contracts or
23 entitlements (Baker Direct at 43-45): |

24
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1. CSP’s contract with AEP Genevating Company for the output of
the Lawrenceburg combined cycle plant with 4 rating of 1,096
mW.

2, CSP and OPC’s contractal entiflements to a portion of the output
of the QOVEC generating facilities, Kyger Creek and Clifty Creek,
with CSP's entitlement of 95.6 mW and OPC’s entilement of
370.2 mW.

What reasons does CSP offer In support of their proposal that the
Commission authorize the sale or transfer of the Waterford and Darby
plants?

The only reason offered by CSP is the testimony of CSP witness Mr, Baker that
these plants have not previonsly been included in rate base. They were acquired

in 2005 and 2007,

Is CSP's sole reason a sufficient bagis for the Commission to authorize the
sale or transfer of these two plants?

No. First, the Companies cannot “sell or transfer any generating asset it wholly or
partly owns at any time without obtaining Commission approval.” (Sectiop
4928.17(E)). There are no conditions set forth in the statwte limdiing its
application only 0 assets that were in rate base, a point that Mr. Baker
acknowledges in his testimony. Thus, the Commistion showld not make its
decision to authorize or not on this distinction, but rather on whether the sale or
transfer is prudent and whether the effect on the Companies’ foel and purchased

power expense is prudent.

P.
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Second, the sale or transfer of these assets does not need to be addressed in this
proceeding and certainly not through an open-ended pre-authotization as
requested by the Companies. If at some future date, CSP has a specific proposat
that the Commission can assess, then CSP can file an Application for the

Commission to consider the sale or transfer at that time,

Third, the Companies only may recover fuiel and purchased power costs that are
“prudently incurred” through their FAC riders. I the sale or transfer of these
plants causes the Companies’ costs recovared through their FAC riders to
increase, then the increased costs would not be prudent because they could have

been avoided.

The sale or transfer of these assets will cause a huge increase in CSP’s capaoity
equalization payments. Since Janvary 2007 through June 2008, CSP has paid
betwsen $8.55 and $11.45 per kW/month for its capacity deficit. If CSP sells or
transfers these plants, it will increase its capacity deficit by 2,462.6 mW, which
will increass its capacity equalization payments by $252.7 million to $338.4

million annually.

Similarty, if OPC sells or tansfers its generation entitlements, this will reduce
OPC’s capacity equalization receipts. Sitce January 2007 through June 2008,
OPC has received between $8.30 and $11.06 per kW/month for its capacity

surplus.

P,
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1
2 Fourth, the Companies have the burden of proof regarding these issues. Yet, the
3 Companies have done no studies and have no gnalyses or other documents that
4 “discuss the financial or operational effects of such & sale or transfer,” according
5 to the Companies’ response to OEG-2-2, a copy of which I have attached as my
6 Exhibit __ (LK-3).
7
8 What is your recommendation regarding the CSP reguest that it be
9 anthorized to sell or fransfer the Waterford and Darby plants?
10 I recommend that the Commission reject CSP’s request. It is unsupported and
11 will imprudently increase the Companies’ fuel and purchased power expense if
12 CWP actually sells or transfers these plants.
13 |
14 Should the Commission address ¢he Companies’ claim that they do not need
15 to seek authorization te sell or transfer their generation entitlements?
16 Yes. 1 will not comment on whether the Companies have the legal authority 1o
17 sell or transfer these generation entitlements without specific authorization from
18 the Commission. However, the Commission should make it clear in this
19 proceeding that if the Companies s¢ll or transfer these peneration entitlements,
20 that it will consider as imprudent all incremental costs of fuel and purchased
21 power resulting from such transactions and that these incremental costs will not
22 be recoverable through the Companies’ FAC riders. As I noted previously, the
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1 costs recovered through such automatic recovery mechanisns must be “prudently

2 incurred” and Companies have the burden of proof.
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VI. THE COMMISSION SHOULD ESTABLISH THE STRUCTURE FOR THE
SIGNIFICANTLY EXCESSIVE EARNINGS TEST AND REJECT
PROPOSALS TO EXCLUDE OFF-SYSTEM SALFS MARGINS, TO
AVERAGE COMPANIES ACTUAL RETURNS, AND TO PERFORM THE

EARNINGS TEST OVER A THREE YEAR PERIOD

Please describe the significantly excessive earnings test sef forth in SB 221.
The significantly excessive eamings test for an ESP is set forth in §4928.143(F)

as follows:

With regard to the provisions that are included in an electric security
plan under this section, the commisgion shall consider, following the
end of each anmual period of the plan, if any such adjustments
resulied in excessive earnings as messured by whether the earned
return on comman equity of the electric distribution utility is
significantly in excess of the returm on common equity that was
earned during the same period by publiely traded companies,
including utilities, that face comparable business and financial risk,
with such adjustmenis foy capital structure as may be appropriate,
Consideration also shall be given to the capital requirements of future
committed investments in this state. The burden of proof for
demonsirating that significantly excessive carnings did not ocenr shall
be an the ¢lectric distribution ntility. If the commisgion finds that
such adjnsiments, in the aggregate, did resnlt in significantly excegsive
earnings, it shall require the electric distribution utility to returne to
consumers the amount of the excess by prospective adjustments;
provided that, npon making such prospective adjustments, the electric
distribution mility shall have the right 1o terminate the plan and
immediately file an application pursuant to soction 4928.142 of the
Revised Code, . . In making its determination of significandy excessive
earnings under this division, the commission shall not consider,
directly or indirectly, the revenue, expéense, or earnings of any affiliate
or pareut company.

Why is the significantly excessive earnings test imporiant to ratepayers?
The significantly excessive earnings test provides an important protection to the

atility’s ratepayers against harm in the event that the utility’s revenues

P.
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significantly exceed the utility’s cosis fo provide generation service to non-
shoppers and all other regulated services, including transmission and distribution

SEIvices,

Does the Commission need to address ¢he methoedology for and the
application of this test in this proceeding?

Yes. The Commission cannot wait until 2010 to determine the methodology it
will use to determine the threshold for significantly excessive emmings, the
computation of earnings on comunon, or the application of the methodology.
Under Generally Accepted Accounting Principles (“GAAP™), the utilities ave
required to recognize a regulatory liability for any refunds that arise each year and
that will be refunded to ratepayers prospectively in the following year. Thus, the
utilities must know the Commission’s methodelogy and how the Commission will

apply this methodology for 2009 in 2009.

How should the Commission apply the significantly excessive earnings test
for the prior year in the annunal reviews?

The Commission must determine the appropriate methodology in this proceeding,
and then apply that methodology in the annual reviews. The appropriate
methodology consists of two components, the significantly excessive earnings

threshold and the actual earned return on common equity.
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First, the Commission must determine the methodology it will use to compute the
rate of return on comﬁmn equity threshold over which the Companies will be
deemed to have significantly excessive earnings that are subject to tefimd. Once
the Commission makes this determination, the methodology should remain the
same for use in all futare annual review proceedings unless there is some
compelling reason to ¢hange it prospectively. The methodology for compuring
the threshold is addressed by OEG witness Mr. Charles King,

Second, in this proceeding, the Commission must determine the methodology it
will nse to compute the utility’s actual earned return on comsnon equity for each
review year. This step is necessary so that the actusl eatnings can be compared to
the threshold established in the firsi step for each year. The Commission should
determine whether the earnings on common are to be measured on an accounting
basis with no ratemaking adjustments, whether it will allow or require ratemaking
adjustments, and if so, what adjustments or types of adjustments will be allowed

or required.

In each of the furure annual review proceedings, if the Company's actual earnings
are jin excess of the threshold, then the difference, grossed-up on a revemie
requirement basis, should be refunded to ratepayers in accordance with the

requirements of the statute,
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How should the Commission compute the actual earned refurn on commen
equity for each annual perind?

The Commission should compute the actual earned return on common for each
annua] period using the per books acieal accounting earnings on common and the
utility’s year-end actwal common equity balance, with limited ratemaking
adjustments. The authorized ratemaking adjustments should be specified by the
Commission in this proceeding and should be modified only progpectively upon
consideration of a request from the utility or other party to add or remove such

adjustments,

What adjustments should the Commission include on such a list?

The list can be as extensive or limited as the Commission beligves is necessary to
ensure that rates are just and reasonable. At a minimum, the ratemaking
adjustments should be consistent with the requirements and limitations on cost-
based recoveries specified in Section 4928.143(B)(2). For example, only prudent
fuel and purchased power expenses should be included. Also, at a minimum, the
ratemaking adjustments that are reflected should be consistent with other
Commission orders wherein thers wete specific disallowances of or directions

relating to rate base, expense or rate of return amounts or components,

In addition, the Commission should remove the effects of any refimds in one year

based on the significantly excessive earnings test for the prior year so that the
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refund is computed on a discrete annual basis for the prior year and does not

influence the actual earnings for another vear.

Finally, the Commission should require the utilities to exclude the effects of fines
and penalties, one-time writeaffs, cosis and acquisition premiums related to
mergers and zn::q,m‘'.4itionz§b and effecis of mark-to-market accounting for derivative

gains and losses.

Companies witness Mr. Baker proposes that the Commission adjust setnal
carnings for the review year to exclude the earnings from off-system sales in
the computation of significantly excessive earnings (Baker Direct at 38-39).
Do you agree?

No. The Comnussion should reject this and any other proposal to carve-out
revenues or carnings from the- significantly excessive earnings test for several
reasons. First, SB 221 contemplates no such ad hoc exclusions to the utility’s
earnings. Removal of these would result in a distorted picture of the utilities’

financial condition.

Second, the Companies offer no proposal for the removal of all the costs
associated with making the off-system sales for purposes of the significently
excessive earninges test. Such off~system sales are available to the Companies and
the AEP system only because the costs of the underlying gemerating assets and

purchased power contracts are recovered from ratepayers. These costs include
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both fixed and variable costs. These costs also include the common equity
investment in the Companies’ generating facilities. Thus, the Companies’
proposal is biased against Ohio ratepayers due to a fimdamental mismatch
hetween the off-gystem sales revenues they propose be removed from the test and

the limited, if any, costs that they propose be removed,

Third, the Companies” ESP provides for 5%, 10% and 15% market purchases at
higher costs than existing self-pencration. The displaced lower cost power then
is available for sale to other AEP companies or off-system. It is inequitable for
the Companies to arbitrarily increase the costs to ratepayers in this manner and
then compound the harmn to ratepayers by retaining the entirety of their shares of

the resulting increased off-system sales revenues,

Mr. Baker sargues that the off-gystem sales revenues are “FERC-
jurisdictional” and should he excluded from retail rates om that busis.
(Baker Direct at 38-39). Do you agree?

No. This position is completely contrary to the requirements of the
Interconnection Agreement and the federal preemption resulting from thie FERC-
regulated rate. [ agree with Mr, Baker that the Interconnection Agresment is a
FERC-tagulated rate.  However, my non-legal understanding of federal
preemptian is that it does not requirs that the rate be ignored, but rather requires
that the costs ov revenues incurred pursuant to that rate be mposed on the states

for retail ratemaking purposes. For example, Kentucky Power Company
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ratepayers presently pay Ohio Power Company for AEP pool capacity charges
pursuant to the Interconnection Agresment through a combination of base and
environmental surcharge rates. In other words, Kentucky Power Company is

required to pay in retail rates the costs incurred due to this FERC-regulated tate.

Similarly, all AEP Companies share in the AEP system off-systam sales margins
based on their member load ratio shares no matter which utility’s power plants
actually genetated to make the sales. The FERC-regulated rate requires that AEP
allocate these margins to each of the AEP Members. In all the AEP regulated
jurisdictions, these off-system sales margins are flowed through by the AEP
Members to their retail ratepayers. Mr. Baker's position would discriminate
against Ohio by applying the FERC approved Iwierconnection Agreement
differently and worse for this state compared to West Virginia, Visginia,

Kentucky, Indiana and Michigan.

If there are significantly excessive earnings, shonld the Commission gross-np
the amount in excess of the earnings threshold to compute ¢he refund
amount?

Yes. A gross-up for income taxes is necessary because earninps on common are
stated on an after tax basis, not on a before tax revenue basis. Such a gross-up for
income taxes is similar to the use historically by the Commission of a gross
revente conversion factor to convert operating income deficiencies or surpluses

into revenue deficiencies or surpluses. The objective is to determine the amount
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of revenue overcollections in the prior year that resulted in the significantly

excessive earnings so that an equivalent amount can be refunded to ratepayers.

The statutory test seems to suggest a limitation on the potential refunds by
linking the excess earnings to the “adjustments™ pursuant to amy ESP. Do
you agree with such an interpretation?
Yes. Subject to a correct understanding of the purpose of the test and the
definition and application of the term “adjustments,” the statute appears to limit
potential refunds to the amount of the ESP increases recovered during the year
subject to review. The statute, as previously cited, states:
With regard to the provisions that are included in an electric security
plan under this section, the commission shall consider, following the
end of each amnua! period of the plan, if any such adjustments
resulted in excessive earnings as measured by whether the earned
retirn on common eqguity of the electric distribution utility is
significantly in e¢xeess of the¢ retwrn on common equity that was
earned during the same period by publicly traded companies,
including utilities, that face comparable business and finanecial risk,
with such adjustments for eapital strueture as may be appropriate.
The interpretation and application of the significantly excessive earnings test must
be considered both in the proper context and on the basis of substance over form.
The purpose of the test is to provide a meaningful ratepayer protection through an
all-inchisive eamings test. This test provides protection against excessive ESP

Tate increases by incorporating the net effects of all revenues and all costs in the

calculation of earnings.

P.
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How should the Commission compute the “adjusiments” due to the ESP rate
increases?
The total ESP sate increases or adjustments in any review year should be
computed by multiplying the ESP riders by the actual billing determinants for the
year. This yields the total ESP revenues in the review year. This anoual dollar
amoynt is the maximum amount of the utility’s refund obligation during any

review year of the ESP.

Is there another possible interpretation that the utilities may argue?

Yes. Although the Cornpanies have not advanced this position in this procseding,
another interpretation would be to agsume that the term “adjustments” refers both
to BSP rate riders and to the specific incremental costs that justified the riders.
Under this interpretation, the ESP rate increases and the incremental costs
necessarily net to zero. There would be no effect on eamings and an ESP

adjustment could never result in significantly excessive earnings.

Would such an interpretation be rational?

No. The Conunission should veject this interpretation as inconsistent with the
plain language of the statue snd leading to absurd results. Contrary o this
potential interpretation, the term “adjusoments” only can mean ESP rate increases.
The Commisgion has jurisdiction over rates, Costs are incutred independent of
Commission action. The Commission only can determine the basis for and the

amount of rate increases. The Commission does not regulate the acnat costs

P,
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ingurred by the utilities. There are thousands of categories of costs incurred by

the utility everyday that go up or down independent of any ESP adjustment.

To illustrate this point, assume in any year that the utility incurs $10 in
incremental expense and the utility does not seek an ESP rate increase. In this
example, the utility’s earnings are reduced by $10 before tax, all else squal. Even
if the utility’s reduced eamings that year wegze excessive, there wonld be no
*adjustment™ that could have “resulted in excessive earnings” because there was

no ESP rate increase, Therefore, the utility would face no refund liability.

Now assume that the Commission approves a rate increase of $10 based on its
approval of an ESP tider. Here, there ic a $10 “adjustment” to rates, and earnings
befare tax are increased by a like smount. This $10 adjustment is refundable to

consumers to the extent there are significantly excesgive eamings.

If the utilities’ potential interpretation is adopted, there never could be any
significantly excessive eamings. Their definition of the term “adjustments™ to
mean both ESP rate increases and the costs used to justify the increases would
preclude any net effect on eamings. If this potential interpretation is adopted, the
earnings test is vitiated and meaninglegs and there would be no meaningful
ratcpayer protection against excessive raie increases. Although I ant not a lawver

and cannot expréss a legal opinion, it seems to me unlikely that the Legislature

. 02
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1 and Governor would have included the significanily excessive earnings test in 88
2 221 if they intended it to be meaningless and offer no protection to consumers,
3
4 If the utilities alveady have excessive earnings before any rate increases due
5 to the ESP, will these excessive earnings be retained by the wiilities under 4
6 reasonable interprotation of the tesi?
7 Yes, but only for a limited time period. Under the significantly excessive
8 eamings test, all ESP rate increases will be refunded to the ratepayers until such
9 time as the wility's earnings are reduced to the thrashold for significantly
10 excessive earnings. In other words, the significantly excessive earnings will be
11 reduced over time until its earnings hit the significantly excessive threshold. The
12 result is an intentional and structured form of earnings afitition that ensures that
13 rate increases will ba refunded until the utilities’ costs increase to the point where
14 its earnings are reduced to the significantly excessive threshold. After that point,
15 the utility will be able to implement and retain BSP increases without refunds |
16 sufficient to sustain its earnings at the significantly excessive threshold or lower
17 level,
18
19 Dr. Makhua asserts that the significantly excesgive earnings test is “an
20 asymmetric test, since excessive earnings in a year are to be returned, while
21 shortfalls in prior years are left uncompensated.” (Makhua Direct at 27).
22 Please respond.

o -
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First, the statute defines the significantly excessive earnings test, repardless of its
characterization by Dr, Makhua or AEP"s apparent dislike for the test. Second,
SB 221 is indeed asymmetrical, but in favor of the utilities, not their ratepayers.
SB 221 provides the utilities with asymmetric opportunities fo recover
incremental gencration costs as well as io recover distribution costs they
otherwise would have to recover throngh traditional distribution rate cases. In
addition, SB 221 allows the utilities to recover and refaint excessive earnings to
the point where they are “significantly excessive,” a level of return much greater
than would be allowed in traditional rate cases. The significantly excessive
earnings test provides only a limited opportunity for ratepayers o recover
excessive rate increases balanced against a regulatory stheme that is extremely

favorable to the utilities compared to the traditional regulatory scheme,

Mr. Baker proposes that the significantly excessive earnings test be
performed “on the two Companies on a combined basis.” (Baker Direct at
39). Please respond.

The Compﬁes’ proposal js prohibited by the express language of the statute.
The statute specifically refers to the earnings of “the electric distribution wtility,”
in the singular, not the plural. The statute states: “. . . the commission shall
consider, following the end of each apnual period of the plan, if any such
adjustments resulted in excessive earnings as measured by whether the earned
refurn on common equity of the electric distribution wtility is significantly in

excess of the reham on common equity . . .”

P,
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In addition, the statute prohibits including directly or indirectly the revenue,
expenses or eamings of any affiliate, such as sister utilities in the same holding
company. The statute states: “In making its determination of significantly
excessive earnings under this division, the commission shall not consider, directly
or indirectly, the revenue, expense, or eamings of any affiliate or parent

company,”

Companies® witness Dr. Makhua proposes that the Commission average the
Companies’ earnings over a three year period, presumably coincident with
the initial term of the proposed ESP, (Makhna Direct at 11). Please respond.
This proposal also is prohibited by the express language of the stawe. The statute
specifically requires an annual applicat'ion of the significantly excessive earnings
test. It does not allow averaging over a multi-year period. The statute requires
the application of the test “following the end of each annual period of the plan.”
The test is designed as a ratepayer protection against excessive ESP rate increases
that ar¢ placed into effect and/or adjusied each year. The Commission is required
to congider whethér the ESP rate increases in each year resulted in significantly
excessive earnings in that same year, Finally, the threshold for significantly
excessive earnings must be determined each year because the underlying data
necessarily will change each year, including the group of companies that will be

considered comparable and their earnings,

P. 05
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How do the Companies’ earnings for 2007 compare to the result of the
threshold test addressed by OEG witness Mr. King for 20072

Columbus Southern Power Company eamed 22.1% and Ohio Power Company
earned 11.7% on a per books basis, assuming no ratemaking adjustments. CSP
would be over the significantly excessive earnings threshold for 2007 if the
threshold is computed in the manner proposed by Mr. King and if the test had

been applicable for 2007, The computations are shown on my Exhibit __ (LK-2).

Have you quantified the revenve requirement effect of each 1% in earned
return on common equity for each of the Companies nsing 2007 data?

Yes. A 1% return on common equity is equivalent to approximately $19 mitlion
in increased revenues for Columbus Scuthern Power Company and $37 million
for Ohio Power Company. Stated another way, if the Commission found that the
utilities had excess eamnings by 1%, then these are the amounts of refunds that

would be required.

Does this complete youy testimony?

Yes.

. 06
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RESUME OF LANE KOLLEN, VICE PRESIDENT

EDUCATIL
University of Tolade, BBA

Accounting

University of Toledo, MBA

Luther Rice University, MA
PROFESSIONAL C CATIONS

Certifled Pablic Accountant {CT'A)

Certified Management Accountant (CMA)

PROFESSIONA F N

American Institute of Certified Public Accountants

Georgia Society of Certified Publie Accountants

Instituie of Managerment Accountants

Mere then thidy vesrs of wtlity industry experience in the financial, rate, tax, and plamning sreas,
Specialization in revenue requircrments analyses, taxes, evaluation of rate and fnancial impacts of
traditiona} and nontraditional ratemaking, wtility mergersfacquisiion and diversification. Expertise in

proptietary and nonproprictacy software systems used by wtilities fior budgeting, tete case support and
strzfegic and fmancial planning.
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RESUME OF LANE KOLLEN, VICE PRESIDENT

EXPERIENCE

1986 to

Present: L Kennedy s Associates, Ine.: Vice President and Principal. Responsible for utility
stranded cost analysis, revenne requirements analysis, cash flow projections and solvency,
financial and cash effects of traditianal and nontraditional ratemaking, and rescarch,
speaking and writing on the effects of tax law chapges. Teslimony before Connecticut,
Florida, Georgia, Indiana, Louisiana, Kentucky, Maine, Maryland, Minnesota, New York,
North Carolina, Ohio, Pennsylvania, Tennessee, Texas, West Virginia and Wisconsin state
regulatoty commidsions and the Federal Energy Regulatory Commission.

1983 to

19862 Energy Managgment Assoctutes: Lead Consultant,
Consuiting in the arcas of sirategic and financial ptanning, tmaditional and nontraditions)
ratemaking, rate case Support and testbmony, diversification and gencration cxpansion
planning. Directed consuiting and software development projects utilizing PROSCREEN
11 and ACUMEN proprietary software products. Utlized ACUMEN detriled corporate
sinmlation systemn, PROSCREEN I strategic planning system and other custom deveioped
software to support wtility rate case filings including fest year revenue requircments, raic
hase, operating income and pro-fonua adjustments.  Also utilized these software products
{or revenue simulation, budget prepasation and cost-of-aervics analyses,

1976 to

1983: The Taledo Edison Company: Planniag Supervisor.
Responsible for finameial planning activites including generation cxpansion planning,
capital and expense budgeting, evaluation of tax Jaw changes, rate case strategy and support
and computerized Gnancial modeling using propristary and nonproprietary Solware
products. Directed the modeling and evaluation of plenning alternatives including;

Rate phase-ins.

Construction project ¢canoellations and write-offs.
Caonstruction praject delays.

Chpacity swaps.

Financing alternatives.

Competitive pricing for off-gystem sales.
Sale/leasebacks.

J_KENNEDY AND ARSQCIATES. INC.
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RESUME OF LANE KOLLEN, VICE PRESIDENT
CLIENTS SERVED
Air Products and Chamieals, Inc. Lehigh Valley Power Commnitles
Airco Industrial Gases Maryland Indusirie] Group
Alcan Aluminnm Muktiple Intervenors (New York)
Armeo Advanced Materials Co. National Southwire
Armaao Steel North Caraling lndustrial
Bethlehem Steel Enerzy Consorpers
Connectient Industrial Energy Consumers Occidental Chensical Corporation
ELCON Chio Energy Group
Enron Gas Pipeline Company Ohio Industrisl Energy Consnmers
Florida Industrial Power Users Group Chio Manufacturers Association
Gallatin Steel Philadelphia Area Industrial Energy
General Electric Company [Jsers Group
GPU Iudusirial Intervenors PEI Indwstrial Group
Indiana Industrial Group Smith Cogeneration
Industrisl Consumers for Taconits Intervenors (Minncsota)

Fair Utility Rates - ¥ndiana West Penn Power Industrial Intervenors
Industrial Enetgy Consumers - Ohio West Virginia Energy Users Group
Kentucky Indusirial Utility Customers, Ine. Westvaco Corporation
Kimberly-Clark Company

tory Commisstons and

Government Agencies

Cities in Texas-New Mexico Power Compary's Service Territory
Cities in AEP Texas Central Company’s Service Territory

Cities in AEP Texas North Company’s Service Territory

Georgia Public Service Comwnission Staff

Kentucky Attornay General's Offies, Division of Consumer Protection
Louisiana Public Service Commission Staff

Maine Office of Publit Advocate

New York State Energy Office

Qffice of Public. Utility Counsel (Texas)

J. KENNEDY AND ASSOCTATES. INC,
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Allegheny Power Systemy

Atlantic City Eleemic Company
Carolina Power & Light Company
Cleveland Electric luminating Company
Delmarva Power & Light Company
Duquesne Light Company

General Pablic Utilities

Georgia Fower Company

Middle South Services

Nevada Power Cornpany

Niapara Mohawk Power Corporation

Utilities

Otier Tail Power Company
Pacific Gas & Electric Company
Public Service Electric & Gas
Public Service of Oldahoma
Rochegter Gas and Bleetric
Savaanah Electric & Power Company
Seminole Electric Cooperative
Soathern Califamnia Edison
Talguin Eleetric Cooperative
Tampa Electric

Texas Udlities

Toleda Edisan Company

J. KENNEDY AND ASSOCTATES. INC.
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Date Casa  Jurisdict, Party tHility Sublost

e T2 A Louisiana Pybiic Gulf Blates Coash revanie mruirements
inierim Service Commizsion Ufitiea financial sohvency,

Sinll

1186  LH17282 LA Laukslana Pubkc Gulf Slates Cash mwanue moukamenls
inem Senvica Commizsion Unilies financlal sokmenoy.
Retuttat Stalf

1288 D813 Ky Aliomay Ganaral Biy Rlvers Revarue ranuimmeiy

Piv. of Congumer Eletific Corp. sccaudng afUsiments
Folecion - Tinanclal varkau! plan.

187 UATE2 LA Loudslana Pubvic Guff Staies Cash ravenio mouiemarns,

Interim 1o kokid  Sevice Conmision Uttidies Trancia scivancy.
Distict CL Siuff

dmr  Genergl Wy West Viminia Energy Monongahala Fower Tex Reform Acl of 1885,
Qrder 236 Usars' Gioup Co.

487 U782 LA Loukisng Puble Guif States Prudance of Rivar Band 1,
Pruderce Sarvics Qormeriasion Ukitles CLONAMIC ANdkigies,

F neaialion studeg.
4187 M-100 NC Naoith Cartlina Puke Power Co, Tex Relorm Acl of 1986,
Sub 113 Industrial Ensrgy
Consumeans
547  SGE24E. WY Vst Vieginka Monangehel Power Revinua requimments,
Enargy Ugers' Co. Tax Resam Actof 1906,
Greup

587  uU-1Toa2 LA Louaina Public Gulf Stales Reverua rouismerns,
Case Bervica Commission Litifiges River Baipd 1 phasedn plan.
[n Chinf Sizf finangiat soivency.

i U722 LA Lotisiang Pubks [ Btates Revanus equramenis
Casa Smevica Commission Liilies Rizer Bend 1 phasesin plan
in Chief Stalf fdncis solvancy,
Suraputia)

TR UATHZ WA 1ouksiana Pubil Gult &tves Prudenge of River Band 4,
Prudenca Senice Commission Libges aconomic Mnalyses,
Sumabutal S caprelztion shidles,

TE7 866 wv Wast Viinla Monorgahals Power Raverue sauiemonty,
E&C Eneegy Ussrs' Ca Tatx Ratomn Az of 1086,
Rehijlfal Gaonp

J. KENNEDY AND ASSOCIATES. INC,
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Export Testimony Appearancos
of
Lana Kallan
As of Saptember 2008
Date Casa  Junsdlc), Party Udlity Subjact
RE7 98BS KY Afioeney Generl Pig Rivers Fleciie Financial worioul pian.
Div. of Consumer Com.
Prafectan
&8 EDISGR- MW Tacone Minnzsots Poser & Ravenue requirements, QAN
¥z intarvents Ligh Co. expanse, Tax Raform Agt
of 1686,
1087 EFO2M-E  FL Oot/demtal Florida Power Revvanie fequlements, D34
Chemical Corp. Com expansa, Tex Rejom At
of 1585,
ner BT T Corneciioul industial Cannactisu Light Taet Prefomn Actef 1986,
Enemy Consunars & Powir Cor
188 U7262 LA Louisizna Public Guif Slales Revenue mquirsments,
19 il Servica Compission Vbsies River Bend 1 phase-in ien,
Diswiet &1 rate f volut,
e 08 KY Kanturcky indusinia! Louigville Gap Econamics o Trimbie County
Uiy Casiomess & Baie Co, <ormpletian,
288 10064 Ky Kaniucky industried Lovisville Gez Ravenus reqirsmante, O&M
Uitlity Cstomers 4 Elgcliz Co, BpaRs, capite) slardure,
axeass dalires income taxes.
588 1047 Ky Alea Aluminum Big Rivars Flaciric Firnncial workeat plie.
National Soutiwine rorp.
5i38 M-arot7 PA GRU fntusiial Malropalitan Nonutiity ganeraior defarad
15001 | nderveries Exlizan Co. sl racovery.
o8 METH7 PA GPU Incusiria) Fanngyivan Nomutilty generaior defarrad
20005 inisrvanos Etexiric Co. ooat ra0avery.
BBE  U17282 LA Laulsiana Public Gull Stakas Pradance of River Bend 1
16th Judiddl  Senvie Commiaaion Litkiss economic analyses,
District Ct wancoNstion siudias,
Trancid modding.
TR MATDI7-  PA GPU Indugtrial Matrogoltan Nopwiity goneraicr dofarred
1001 Iriervanom Edison Co. cast reccvary, SFAS No. 62
Rebuftat

4. KENNEDY AND ASSOCIATES. INC.
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Export Tesfimany Appasrances
of
Lans Koilan
As of September 2008
Date Case Jurledict. Parly utility Subject
TRy MBI PA AU Indusirieh Panmsyivany Nonulidy genarolor defeited
20005 intervanom Eleciric Co. cagt reoovary, BFAS Na. 52
Rebigtel
/68 880525 CT Connextitut Cannaciiot Light Excess delered tanes, OBM
Incustrial Energy & Pomer Co, NpansEs,
Corsumen
ge8 10064 Ky Kenkky indusirial Lairawila Gas Premabre ctimmants, inigrest
Rehaaring Utility Customens & Elentrls Ca, eupenzs,
nigs B0 OH o industrial Cloveland Elecic Revanue requiremenis, shasa-n,
EL-AIR Enengy Gonduniirs Iurninating Go. axcasy delamea tromy, O6M
exponses, Fnencia
08 &1 oH Ohia Industrial Taiedo Edieon Co. Revanuz requiemants, phase-n,
EL-AIR Energy Conames ewoess dafared twes, OSM
experses, finanoidl
considerations, working capial
08 8800 FL Flarkte edusirial Fiorida Power & T Raform Aclof 1988, tae
35-El Prwer Liserg' Gioup Lig Ca. expanses, OAM axnonses,
pension axpeiss (5FAS No. BT,
1088 3TeOU GA Ganmla Puble Atlarts Ged Light Fonsicor spensa (BFAS No, &7).
Senica Commiasion Co.
Staft
188 LA LA Loislana Public Gulf States Rala basa ancison pian
Remand Sarvice Commissian {tikies {SFAS Na. 71}
Staff
1288 Uamn LA | oulsiana Public ATAT Commuricafions Pension expansa (SFAS Na 8T).
Sndca Coarmission of South Canrral
Stelf Hiples
1286 LTS LA Losiana Pubiic Sout Centeal Compensatad absancns {SFAS No.
Rabential Sands Commiseion Bal 43), pension expenga (SFAS No,
Staff 87}, Part 32, income tax
aairalizakion,
M9 UATE LA Louisfors Public Gul States Revenua requisemers, phacon
Phase |l enice Commission Ulflitiea of River Bard 1, recovery of
Stalf canaind plent.

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimony Appearances
af
Lang Kollen
As of Septomber 2008
Date Case Jurisdict Party Uhility Subjoct
B8 GATGO2EL R Talquin Becirc TalquinCily Reanomic anayses, ncemental
B41326-E Cooperative o Talchassen cotial-mvice, average
cusiomer ralms,
e LTI LA Louisiane Publig ATAT Communications Pensign spenag (SFAS Ho. &7,
Senvica Comenkasion of South Cantral vompensaed absances (SFAS Na, 43),
Staff Sty Fal32
B39 ps5h ™ Cecidernisl Chamical Houston Lighting Canosltadon oo roemery, e
Corp. & Fowr Ca, EA[IBAER, [BVENLIB AQUERTIETS.
Blea /AU GA Goongla Publc Goosgia Fower 0o Promotional practices,
Sirvice Cormiselon advertishng, economic
| devalapment.
Ofg U172 LA Loulghana Public Gulf Status Fevenue rquiremants, detafiec
Phesa || Servica Comemizelon LHikfies investigalion,
Detalled Stelf
1089  8gd0 ™ Enron (a2 Pipeiine Tanas-New Madto Deafamad acseuniing aatmant,
Powsr Co, sale/faagahack
1089  e92B ™ Enron Ges TexasNew Mexico Ravanyue rEquicments, impuitd
Plpsiina Powsi Co, capilal siruchin, &8N
‘ wiwrking eopie.
W0Wies  RANE4 PA Philedelphia Aras Phlaceiphia Revanus reulrements,
Indugiiel Epargy Elactic Co.
Lisas Group
A5 RE2IZB4  PA Philadeiphla Arag Priladelpbia Revernse Rquirmants,
1283  Sumebultal Indstrisl Enangy Eaehia Co, slchesahack.
{2 Flings) Usars Group
140 U-17282 LA Lowssiana Public Culf Siaies Raviriug mguiramnts
Fhasa Sarvie Commisgion LTHes datrilost invastipsiion.
Datalled . Stefl
Rabuttal
|0 U782 LA Loulsiana Publie G Sizien Phase-in of River Band 1,
Phasa I Sarvics Commisaion Uties deronuipted assal plan.
Staff
A0 M0MBEl A Flovidl3 Inciusirial Florida Fowar QBN aupenses, Tax Refum
Powar Uisem Group ELighGo, Aol of 1988,

16
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Expart Tastimony Appearancos
of
Lane Koilen
As of Saptambaer 2008
Date Case Jurisdict Party Uy Subject
400 803198 R Florida Indusiial Florida Power 02\ expenses, Tax Raform
Rabutiph Powet Lisers Gioyp & Light Ce. Az af 1986.

480 U-17282 LA Loulslana Rybée CGuif Stes Fusg clanse, ain on sale

W didy  Servics Commission Lz of utilly assels.

Distict CL

850 0158 Ky Kentucky nduslrial Laouisville (as & Reveru feguirsmants, pasHeat

LNl Custoimars Electic Co. yaar eddiiong, forscasled gt
YAAr,
1200 (17082 LA Lauigiana Publig Guif Slates Reverus requirorents.,
Phass fvf Senvice Commission Ubiiies
Stk
| 9, Ny Muieple Niagesa Moneak inegnthve requlztion,
atal intgrveniors Power Carp.

551 045 ™ Offien of Public E Paz0 Elaciic Finansigt modaling, acopmi;
Lidty Counsal Ca. Bnalysss, pucencs of Pao
of Toaxis Varée 3 ‘

91 POISTT PR Alteghery Ludum Com., Wast Peqn Powar Co. Facovery of CAAA oosts,

0512 Armeo Advanned Maletials hams! cout fnancing,
Co., The West Pann Power
Indusirial Lisers' Group

a9 g1 Wy Wesd Virging Energy Marongzhala Power Racovery of CAAA coets, lneat

£NC Usars Graup Go. cost fndrchd,

nar o UrE2 LA Louiswra Pubk Gulf Slaes Astotimpaimmant, daregulatad
Service Commisaion Utiétins gasel ylan, navenue raulre-
Staft menls,

1201 21410- o Ak Products and Clndinnat Gas Rewevsa iquiraments, phise-n

EL-AR Chamicals, Inc., & Flectric Ca. plan
Armoo Steel Co,,
General Elecinic Co,,
(ndustrial Enengy
Consumean

1201 10200 ™ Offico of Putie Taxas-Naw Mexico Financial iniageity, siralegic
Uity Coungel Power Co, planning, declined business
of Texgs sifigtions.

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimony Appearances
aof
Lans Kollon
As of Seplembar 2008
Date  Case  Jurisdict. Party Utility Subjmct
582 4f0esGs  FL Cocidentsl Cremicl Pierkda Power Carp. Revenus requirements, D&M axparse,
Conp. pansicn expanss, OPED aipanse,
fosed dismantling, nuciass
| ssioning
897 RONZTIA PA GPU indugtial Melcpe/an Bdisan Incankive regulaton, priaimance
Intervenons Con, rawarits, purchasced power gk,
QOPER exponse:
862 243 KY Kentucky Indusirial Generic Frocasdie OPEB axpense,
Uty Consumess '
9z 420904-E1 FL Fhorida Industrisl Tamps Elctric Ca, OPED axpensa,
Powar Usere' Group
o2 39348 M Wndkiana Indusiiial Ganeric Prceeding CPED avpansa,
Growp
o2 Hosd0-PU  FL Floridm Industriet Ganare Procasding (PED anpanse.
Powar Uses’ Group
87 3034 N indussal Consumers Indigna Michigan OPED suparse,
for Fair Uk Rtes Power Co.
11682 L-190904 LA Lowistana Publie Gutf Silakes Marges.
Service Commission UtlkeEntergy
Slok Com.
162 8649 Mo Wastvacn Com, Pofornac Edison Go. DPER axpanza.
Enataico Aluminum Co,
e 8275 oM Ohio Manuiaciurars Genafo Proeeding OPEB expensa.
AU-COI Apsasiation :
1209 RONZATE PR Armen Advanced Wt Pann Prwer Ca. Incanive requiation,
Matarinls Co,, perioamanca rouards,
The WPP ntuzirial puthassd powear sk,
Intervannss OPER rupanse
1292 19349 LA Loulslena Publs Seuth Cantra Bell Affifate frensactions,
émduaﬂumnis{m rost eflocaiions, marnger.

J. KENNEDY AND ASSOCTATES. INC.
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Expert Testimony Appearances
of
Lane Kollen
As of September 2008
Dato Case  Jurisdict. Party Uttilty Sublect
1282 R00322479 PA Phiiacisiohia Arsa Fhiacahhin QFES sxpenst.
Inchusiriad Eneegy Eloctria Co.
Users' Graup
"3 &487 MR Maryland industriaf Baimora Gas & OFER axpanse, tefemes
Group Eiaclie Co., fusl, CWAP in rate bess
Bahiahem Stec! Com.
193 39438 N P8} Industrial Group P5) Enamy, Inc. Rolunds due 1 over-
collaction of taxes o
Mxtle Hi canceliBfion.
@ T Gonneclicut Induskid Connecticut Light OPEB expense.
Enegy Contumass & Powar Co,
33 U-18304 LA Latgsiana Public G Stnfes Mener.
(urebutialy Sarvioa Commissicn Utitas/Enlary
. P Com.
93 %0 CH Chio ndusinal Oivo Pewer Co. Adfilleks transactions, fusl,
ELEFC Freny Consumers
383 ECH2- FERC Louisiars Pukc Gy Skaies Merger.
21000 Soniea Comnisslon Litfiies/Eriavoy
ERE2-B05000 Carp.
483 92-1464- H A Products Crcinnal Gas & Rewame Eouirements,
EL-AIR Armio Stosd Eletiffc Co. phese-n plan.
Industrinl Eneatyy
congumas.
43 ECY2- ©  FERG Leyisiang Public Guif Stales Heger,
21000 Servioe Cammission UtiiesEntemy
ER82-806-000 Corp.
{Rebuttal)
¥4} 93113 Ky Kentueky Whisinel Kartucky Likes Fusl clause and enal contract
Uillty Cusinmers relund,
993 92400, KY Kantucky Industral 4y Rivere Eleciiic Disafiowances and restiution for
. S2-480A, Likity Cusiomars and Sap. oxdessivefual caols, Hlegel and
S0-360-C Kertucky Atimay impraper payments, recovery of mine
Ganaral clisure omts.
1083 WM LA Lousizna Public Cajun Exactric Power Revenua requirsments, dett
Serviea Commission Chaperative resiruching agresment, Rivar Bend
Staff G5 Feguary.

J. KENNEDY AND ASSOCIATES. INC,
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Export Teatimony Appearances
. of
Lane Kallen
As of September 2008
Date  Case Jurlsdict. Farty Uity Subjact
194 08T LA Louclena Putife Culf Stales Al and Imasiigation into fudl
Sanvice Commission \itliliess Co. clauge conly.
Staft
484 U20847 LA Lowlslena Pubfic Guif Stertes Nuciear and kesel unk
{Sugrabutial) Senics Cormisaion Viibtes periormance, fust casts,
Stafl fuel clause principles and
il
504 U200 LA Lawstana Pubfic Loulsizna Powsr & Planning and quandfication issuss
Sendoe Commizsion Light Ca. of Jazed cost integraled resouce
Sisd plan.
284 U-15804 LA Lowshana Publls Gul Stalrg Rivar Band phasedn plan,
[l Post- Sequize Commission Ultlias Co. devegiiaiod aesat plan, capital
Margar Eamings Siaff shructure, other revenus
Review fequiramari issues.
B4 LI7d A Louisiana Puble Cajun Fleckic GET canpsreive reismaking
Eenize Commizsion Fower Coopariive poRiclas, exciusian of River Band,
Sialf oiher Fevenue mouisemant Esuee.
1086 39050 GA Goorgla Publi: Southem el (noentive rata plan, sermings
Sendce Commisslon Teiaphone Cao. Vi,
Staff
1064 52580 GA Georgia Puble Southem Bl Alttmative reguiation, cost
Sanice Commission Tetephana Co. Alecalian,
Staff
M U-19604 LA L ouisisna Public G Stikes River Bend phasa-in plan,
nifial Post. Sewvioe Comemissian Lifliiae Co, dereguizied astet plan, capital
Marget Eamings Statl siniclive, otter revende
Review raquirarant 155uas.
(Roekuirzaf)
1194 UATISS LA Laulslana Puble Cajn Elocwic (AT cooparstiva ralamaking potiey,
{Rebubai) Servica Commissian Powex Cooparalive axeiision of Rivar Band, ather
Staf revanue paquirement issises,
5 ROMDAIZTT  PA FP&L industin! Pannsyhania Power Ravenua ragpiremants. Fosgh
* Customer Allance & Lignt Ca, dismanting, nutiaar
decammissinning.

J. KENNEDY AND ASSOCYATES, INC.
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Page 13 of 11
Export Testimony Appoarances
of
Lane Kollen
As of Saptombser 2008

Datg Case Jurisdlet, Party Utility Subject

@85 3805-). GA Gaorgla Pubjie Sautham Bel Incarive negulation, Aiixe
Savice Commiseion Tasaphane Co. impaackons, revenue raquiremanis,

rate ralund,

s U-19904 LA Loulsfana Pubic Gulf Steias Gy, vog), nuciasr fuel costs,

(Direct) Sandce Commission iz Co. contract pudends, basafus
Slafl reelignment.
10RE 9503614 N Tennesses Office of BoliEouth Affflalo traneactions.
tha Atiomay Ganarel Telacommunicalions,
Comsumer Advocal Inc.
1085 U483 LA Louisiana Public Culf Statss Nouctoar OZM, River Band phase-n
(Direey) Barvise Camyrission Uiliiea Co. pian, baseffun rasigament, NOL
Sl and AlMin a68at dikrrind XS,
oiber fevenus requirament isguts,
185 1) LA Louisiena Pubiic Gulf Stales Gas, coal, nuclasr fuet cost,
{Sumelutizl) Sarvice Commisaion Utihes Co. contract prutianes, hasefionl
Staff Division waligrment.

185 L2485 LA Loyisiana Fublic Gulf States Nuttaar OM, River Bond phaserin
{Eupplamanisl Diract) Service Commission LAZitas Co, plan, basahost caslicnmant, NCL
12198 121485 Sialf and AliMin assal defamed laces,
{Sunrchulta) olhaf fevonia renuirament issisa.

1% 35-200. OH Industrial Freegy Tha Tolado Edian Co, Compalition, ass8f wiiteoffs and
EL-AIR Coneumeny Tha Cieveland reweloalion, GEM axponca, pther
85-300- Electric ¢avenue faquiramen issues,
E-AIR {lsminiaking Co.

286  PUCNa T Dffiea of Prdlie Central Fower & Mugleer dacommissianing.
14987 Lty Couriael Light

BOE  954B5ACS  NM Cliy of Las Gruees Fi Paso Bechic Co. - Strendad ¢o5! retovary,

masicipatzabon,

6 8725 MD The Marsiand Balfmore Gas Marger sauings, kacking mechenism,
Industrial Groug & Eieclo Co., azmings shaing plan, rveous
and Radtand Polomag Elettric mequirement ksues.

Garter. Ine. Power Co. and
Consloliedon Enery
Cop.

J. KENNEDY AND ASSOCIATES. INC.
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Expert Tostimony Appearances
of
Lana Kollan
As of Septomber 2004
Date Casze Jurizdicl Party Lithhy Subject
905 Lopa2 LA [.curslana Putde Enlergy Guf River Band phase-in nlan, basafust
Mms L2202 Sarvich Commisakin Staag, Inc. reztigrement, MOL and AlMin sesat
{Burmsbuital) S daformag taes, alivar fevanu?
requirement issues, alacation of
rapulatedmonrequiatar noats.
1085 96327 KY Kenlucky indusinal Big Rivess Emionmental sunhage
Lifly Customers, Inc. Blectie Corp. recoverahla cosls.
297  RAOOSTHIT  PA Phiadoiphi Area PECO Energy Co. Strended cost recovery, rguislory
(ndustria! Enargy essats and habiities, intangitk
Usars Group Iraneition charpe, revenue
rekpirsrrren s,
397 9680 KY Kerlugky industial Kamiucky Power Co, Enronmants) surchenme reaovermbie
Usilly Customers, inc. COntl, Gy/Slom agmaments,
aowante [nventory,
jurisdictiona! diocation.
6097 TOBFIW MO MCI Teleoommenications Southweglem Sel Prics: cap reguledon,
Camp, ine., MCImelro Talephone Co. revanus equrEments, rale
Access Transmigsion of rstum,
Sanvices, Ing,
647  RODOTIRES  PA Phitatalphie Area PECO Ensggy Co. Restructuring, dareguiaiion,
Industiz! Erergy g SRANGR £oata, requlgsory
Users Growp e50ls, llabilites, nuclear
and fossi! decomvndssioning.
747  RO097MG54  FA PRAL industria Pennsyhvania Fower Rlestruciuring, deraguleson,
Custamer Alance &LightCa. slraniad cosls, reguisiory
aasats, labiltes, nuciear
30 fossA cecomimissicning,
a7 U-2:092 LA Lousiana Pubo Entamy Gutf Depronintion rales spd
Sarvies Camimisglan Sates, Ino. mekodislogias, River Bend
Stalf phase-in plan.
o a0 Ky Kenflicky Inustizl Laviisvlia Gz Mesger polioy, cost savings,
ity Custemars, lne. & Elsewie Co, and speradit sharng maciapim,
Kentucky Ulitias TEVenUS Axremens,
Co. rala of rekam,

J. KENNEDY AND ASSOCTATES. INC.
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Expart Testimony Appearances
aof
Lane Kollen
As of Seplember 2008
Data Case Jurisdiet Party Utithy Subject
37  ROMoTES  PA PRAL Industial Paoesylvania Powsr Resinuciuring, deraguiution,
(Suekyrtal) Cusnmer Afiance &tighCo sianded wosls, raguisiary
axxzts, fabvkbes, rucieay
and fazsi docommisskning,
W 91 Ky A)zan Ay rinum Gom, R Rivers Rashudlliing, Evenls
Soulwirg Co. Elactric Corp. raquiramenis, faasanabioness
1087  RO7006 FA Meiropeiiia Eciapn Medrapolian Resiueiusing, dérdgulaiion,
Indtustrial Usars Exdisan Ca. strancied tosls, regulaiony
Group assels, Fabillies, meclear
and fassl decommissioning,
revenue Fecuiraments,
WET  RATANNG PA Pansiec Industril Pennsylvins Restucuring, deragiation,
Customer Allance Bactc Ca. simnded cosks, rguiatry
arkits, lnbies, nudisar
and st gacomeniesianing,
revenLe fequirsmants,
"oy ana Ky Alcan Atminum Comn, Big Rhers Ragiraciuring, sevanus
{Fabuitall Sl Co. Elacirc Catp, feguimmants, rozsonablanets
of raies, oot atiocafion,
187 L2241 LA L oukiana Publc Enlargy Gut Alincation of guimied ard
Servioo Commisalon Hates, ine. noweduiated ots, other
Stalf Mevenus raguismant lanues.
1187 RO} PA Philadelohiz Area PECOEmgy Co. Rastruchiing, dergultion,
(Sumepuleal) Inchusiral Evargy atrandad ek, reguiatoy
Usars Group &s3al5, habiies, nucier
end sl decommissioning.
1Ay RO7E PA West Ponn Power Wast Parm Riastruchring, derguiation,
Industrizl Intarvenars Powsr £0. stranded eosis, reguialory
aecals, kahiites, sl
decommissionlng, mvente
faquramens, ssoitizmtion.
HBT  RO74I04 FA Duguesne Indusirial Duquesne Light Co, Reguctusing, demdulzikn,
Inlarvensrs girended] costs, megulatary
aswats, abiiifien, nuclear
sl fiogsil decommmissioning,
FEVBNUS fequirements,

secufiizafion,

J. KENNEDY ANI ASSOCIATES. INC.
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Page 16 of 31
Expart Yestimany Appearances
of
Lane Kollen
As of September 2008
Date  Cate  Jurwedic, Party Lhility Bubjast
1287 RO7I0RY FA West Penn Powse Wegt Penn Restnxciwring, feveguizion,
(Sumebunte) Indusirtal Intervenors Frwer Co. randed cogts, requlatory
aeseis, laivilies, fossd
degommissioning, evenue
requinements,
1297 R-OX3104 FA Duxiiatng Infutiial Cunuesne Lighl Ce. Resiuctring, deregulation,
(Surebultal) tnfervanars shanded coals, reguiaiony
a13413, flabibes, miclaar
nd foseil datomimissioning,
TBVBILE requirements,
sactirifizkon.
| " e A Loniiana Pgiic Enioigy Guf Alocation of reguisted and
{Burrabutiaty Service Commission Stales, Inc rievequlatad costs,
Sialf ciher rovanus
requirament iscuss.
208 BT Mo Westvaco Palomie Eizon Co. Marger of Duquesrie, AE, quslomar
st ards, savings shaving.
298 2082 LA L nuleiana Pubilic Enfamy Gulf Resimaduring, stranded cois,
(Aliooated Senvice Commission Siates, Inc. ragulaiory asgats, secuyiizalion,
| Strendad Cost issuas) e requigtery mikgation.
s 4330-) GA Geemia Halom Afants (as Reatucturing, unburding,
(535 Group, Lk Co. shranded coels, incerniiva
Geaple Textia regeiation, revenud
Manifactivers Assos. fequiranants.
| Uz LA L ouisisne Pubiic Eniegy Guf Restructuring, s¥andad ooes,
{Allocated Sayvice Commiesion Sipes, ne. Tequiainey assealz, seilizption,
Stranded Cosl issues) Staf reaulstery miiaalion.
{Sumabuilal)
1008 ar-se8 ME Malna Offica of the Banger Hydro- Reskvciwing, unbunding, stranded
Pubtiz Advacaie Glackic Co, costs, TED revanue mauiramants,
1088 995 GA Gaomis Public Bavite Georgia Power (0. Afffizie ransactions,
Commiszion Adveryary Staff
{0498 17735 1A Louisiana Pubic Cajun Electrie GLT cooperalive ratamaking
ge;tn Commisslan Power Conparative ;tsilw. oiher rvanue requiemen
LS.

J. KENNEDY AND ASSOCIATES. INC. .
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Expert Tastimony Appearances
of
Lana Kallan
As of Septamber 20108
Data Case Jursdiet Party Utility Sutjact
1ip8  U2nzr LA 1 owslana Publie SWEPCD, C8Wand Mergar policy, savings sharing
Semvica Commiscion AEP rmechanism, afili2e Yarsaciion
i gonditions,
1290 LW23068 LA Louisizna Puble Enargy Guk Alocation of reguizted and
(Daract) Horvkg Commiasian Siates, oo, noneedisaied coss, T s,
St and ather revanue requirment
I55UEs.
1208 08677 ME Maina Dfiice of Maing Public Regbuchring, unbunding,
Putilc Aduckate Sarvisa Co. sianded cost, TAD rmvanue
MRqUIBmaR
189 S8-10:07 CT Connadicid Indissinia) Urlicd [luminaing Stranded costs, invesimant tn:
Eneigy Consuman Co. i, sccumlinled dedarmed
income e, Sueess defmmed
income ke,
i U335 A Loukiana Pl Entergy Gulf Altotation of reguiated and
{Surrebuitel) Sarvice Cammisslon Sialss, e, nonreguiztad 2okt 1k lssuas,
Stafl and other nevenue JeFremeant
lesues.
kit P Ky ¥eniuciy industrial Liwigvilie Gas Revemm requiraments, ailemative
LIty Custeanars, lnc. and Elegirie Ca, fomme of regukatinn,
e 98408 KY Kenkucky indusiel Kenficky Utiitas Revencs rmqursments, elomative
Uiy Guslomers, Inz. Cn. fonme of regulation.
399 982 Ky Kenbaty industsi Lindsuila Gas Revenus squiamans.
Utllty Customniars, bna. and Eleclic Co.
389 99083 KY Kankokey Industziat Kenlucky Utifies Revenus raouiraments,
Utilky Customers, Ing. Co,
M8 U L Louisiana Pubic Enlergy Gut Aooaton ofreguiates and
{Supplamenta| Servize Commislon Statas, Inc. nonregulated coste, tax ssms,
Salrredbutial) Stalf and ofher revenua requirement
logles.
488 960344 cr Conneptieut duskilal Unlied iaminating Raguisiory asssls and liahiiies,
Enargy Consumemn Ca. siranded aosts, RoovVEry
mechanisma.
48 BO0205 cT Conneciicut irchsstrial Connactict Light Reudatary assels and labilties
Uity Custamers snti Powsr Cn. stranded cosls, Eewery
mechenisms.
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Pago (8 of 31
Expart Tastimony Appearancas
of
Lang Kollan
As of Saptember 2008
Pate Casa Juricdict Party Utility Subject
B9 9847 wy Kankmky Industrial Louigvife Gas Revenuz raquirsments.
8¢-082 Liiky Cslomars, Inc. and Flectic Ca.
(Additiona) Direct) :
SED SoedTé " Keankicky Industial Kerfiuoky iilies Rewents mequirments,
o8-0e3 Litlity Custamers, e, Co,
iAddiional
Dires)
L B ] i Kentuely Indusina Lonicnile Gas Alismalive reguaiation,
99474 Litfity Cuslomets, ke, and Blectris Co. and
(Respanse la Kartucky Liiiflies Co.
Amanded Appiations)
889  B7-506 ME Maing Cffice of Banges Hydro- Request for astounting
Puilic Advacaln Eloclric Co. ardsr reqarding dlactiia
industry resiructuring cosis.
680 MI%ER Ty Lowiglana Pl Entargy Guk Affiste transaciions,
) Fublic Servics Comm. Stalas, Ine. cosl Alacstions.
Sk
709 0325 cr Conmctiont Linftad Huminating Stranged costs, raguiakcry
Industial Energy Co. a5sals, fax ffects of
Consumens © pasel diastiue,
| e L33 LA Lousiana Public Soutfweasiem Elackie Mener Sattiemeant and
Service Commission Power Co, Cangal Stipulstion,
Staf and Bouth Wesi Comp,
ad Am&ricsn Eleclic
Fawer Co.
7158 07506 ME Maina Officaof Bangot Hydn- Restruetring, urbunding, srandad
Sramokyitial Public Advoraln Eieciic Ca, T8, TAD) revenue requremens,
789 0A0e52 wyv Wast Virginia Enargy Monorigahiada Povr, Requisiry ssats and
ECI Users Goup Pofnmar Fdisen, Tnblias.
Apraiachinn Powsr,
Whoeling Powir
B39 o571 VE Maina Offica of Man# Public Restiichring, untunding,
Sumetuttal Pubiz Advocals Sarvice Ca, shanced posts, TS0 mwahiug
rbirames.
B0 948 w Kemucky indeettl Loklevila Qs snd Raverua reouiemar.
o2 Uiy Customars, Inc. Electic (o
Radutial

J. KENNEDY AND ASSOCIATES, INC,
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Page 19 af 31
Expart Testamony Appearances
of
Lam Kallen
As of Saptembat 2008
Dare Case Jurisdict. Party Uity Subject
g8 o84m Ky Keriucky Industisl Kantucky Lt Co. Ravenia requiraments.
88083 LRy Customess, ing.
Rabuttsl
893 960452 wy Waat Virgini Enorgy Menongaheia Fower, Faguiatory assets sng
ES Usars Group Polomac Edison, Habifites, ’
Rehuttal Appaiachian Powes,
Whesling Poner
1089 {24182 LA Louialans Fublic Entemy Guif Aforation of reguizied sng
Dripact Sanice Commission Sates, Inc, ronreguialed costs, afifial
Staf anaachions, ax issues,
Bnd ofhies Tevenie requiremsnt
Issues,
11/0 21827 TX Cales-FLWerth T Elaetric Restuiuring, strandad
Hospilal Counc and CBile, 1avee, SOCURANON.
Goaillon of Independent
Coliegey and Univarziiiss
1D U2sh A Louislena Public Energy Gult Eervica company sfiake
Sumebulal Senice Commission Siges, Inc. wanezclon L0915
Afiatg Siaff
Transaoiiong Review
0400  98-1212-ELETPOH Gragter Clesedand First Enarmy (Cleveland Hietorice) raviesw, etrandad rosts,
081 M3-EL-ATA Growth Assaciaion Electic Mumhaling, reciulalory gsseis, lablieg,
83-1244-E1-AAM Toledo Edison)
0100 124182 LA Lapisiana Puldic Entergy Gulf Alicention of requlalad and
Surabutial Service Commission Sintes, ing, noaraguixied costs, afiiske
S lrancaations, tme iesueg,
und ather revenue requiremem
BaUeS.
0540 2000-107 Ky Kentuciy rxdustrial MBI'IM:W Power o, ECR surchonge rek-In 1o base rales.
Uiy Cusiomens, Inc,
SO0 UZ4R LA Louisiana Public Enleny Gl Afiiate expense
Supplemental Mirect Servicn Commigsion Slates, Inc. proloAma adjLsments.
Stadf
0500  A-1108%0FQ147 PA Phil ke phi Areas PECO Energy Marger batween PECO and Unicom,
dustial Energy
Users Group

J. KENNEDY AND ASSOCTATES. INC.
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Expert Toestimony Appearances
of
Lane Kollan
As of Septomber 2008
Date Cawe Jurisdict Pary Lnilhy Subject
070 2234 T The Dallas-Fort Worth Stalowide Generic Esoalation of O%M axpensss for
“Hospilel Councl and The Procsatfng unbundied TRD revanue renuiromens
Coskion of indspendant in proiaciad tet vaer,
Coleges 5nd Universities
0500  30-1654 CH AR 5iael Comp. Cncineti Gas & Electde G, Raquialory tranaiizn costs, inchading
ELETP o uaiedy acsats and iabillies, SFAS
08, ADIT, E0IT, 1€
700 U-21453 LA Louisiang Fublic SWERCO Siranded costs, ragulatery as5eds
' Senvdee Commission and labhities.
0BIOD  U-c4054 LA Louizna Fublic CLECD Alffilats wransaciion pricing relemeking
Bandos Commissian pinziples, subshization of nonraquisted
Sichr sffilates, reemaking adiustmants.

1000 PUCZEESD X The Dallas-t. Worlh TH) Electric Cn. Retbuciuing, TED Ewerve
SOAH 473-00-115 Hospital Counch and mquiremans, mitgation,

The Coslon of regeéeory sssels and ksbllies.
Indapendent Collegas
Ard Universiieg

1000 ROGG7AI04  PA Duquene Indusirial Puryussne Light G4, Final accounting for stranded

Afficdawit Irdervenom vosts, inoluding teatment of
suction proceads, Bies, oaptal
costs, swilchback sost, and
&8ss pension funding.

110 POO001RS7 PA Matopoltan Fdison Melopaian Edisen Co, Final ecoounting ke lrontied ¢oats,
R-00674008 incustrel Usors Graup Penpsyivania Elsctiz Ca, lnciuding tresiment o suction praceeds,
PL0001838 Panglee |ndusiial texes, raguiatdry Motk and
R-O0s74003 Cusiomor Aones Fahiilies, transaction costs.

1200 U-2148), LA Lailslena Public SWEPCO Siranded cosis, sxutatiny sets.
120925, U-22092 Sarvios Canmission
{Subdackat G) Siafl
Shrebugal

o1 U248 LA Louklana Pubiic Entery Guif Alocalion of regulsted and
Direct Senice Commisson States, Ine, rpnrequtated coss, {ax issuss,

Blaft v GihRr navenua recuirement
B5ues,

J. KENNEDY AND ASSOCIATES. INC.
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Expert Tastimony Appeavancaes
af
Lane Kollen
As of Septambar 2008
Date Case Jurisdict. Party Uthlty Subject
ool L2153, LA Louis'ana Publio Entergy Gl Iricsiry fesiruchuring, husiness
120025, U-22082 Saniea Commission Gisfes, inc. seperalin plan, tepizaton
(Subdockat B) St stchurg, hold halthiass
Surrebutia! condkions, Enancing,
D101  CasaNo. Y Kortucky Industrial Laulkeville Gas Recovery of envitonvenial cosls,
2000385 ity Cusiomens, Inc. & Elaciric Co. surcharge machaiism.
011 CasaNo. KY Kenhicky induskial Kanticky Racovery of erndrgnmantal cosls,
003 Uthlty Customers, ine, Uifies Ca. urchage mechanism,
001 A-V1030OFOGOS PA TWhat-Ed Inchurstrind GPU, Ine., Meger, apvings, milabilly,
A-H0400FO04D Users Gioug FlriEnargy Corp/
Faneloc Indusirial
Cuslomer ARgnce
0301 AO0000TBED PA Met-Ed industsal Wetrapolitan Edison Racovery of costs dus bp
P-00001867 Lisers Gaoup o, and Pervgyivania prowidar of lagt meart chiigaticn.
Fepsiac Incusirial Eieclric Co.
Cugtomer Allgneo
O U-29483, LA Louislana Public Entemy Guif Business separafion plan:
Ur20925, Public Sarvica Camm, Staten, ne, seltiamanl agreament on cvaral pian
L2092 Siaff i,
(Subdockai H)
Seitiamant Term Shasg
D4/ 121453, LA Lousiana Pubfs Ertorgy Gulf Business saparation plar
L0925, Pubf; Servios Corem. Slales, ine, agreman’s, hold hermiess conditians,
U-22082 Staft seperations melhodsioqy.
(Bubdockel B)
Contestad lasuss
0501  U214%, LA Louziana Puble Foiery Gt usiness separation pian;
Un20925, Public: Senica Comm. Siales, inc. agremants, hold hasrnloss nondilicns,
L2282 Staff Saparations methodziogy,
(Subdockel B)
Contestad ksues
Trenemission ang Diskibution
Rebuytlal

J. KENNEDY AND ASSOCIATES. INC.
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Pape 22 of 11
Expesrt Tastimony Appaarances
of
Lane Kollen
Az of Saplambar 2008
Date Case Jurlsdict. Party illity Subject
o701 L2483, LA Lauisiana Public Entergy Gu¥ Bsinask soparaion piar: salfiement
. 1-20995, | Fublie Sanvies Comm, Slalas, Ing. agmement on TAD kcuss agmamants
U092 Stalf necessary bn implemet TED separations,
Subdocket B held harfess condljons, separstions
Trarsmisslon and Diskibution Temm Sheat ethodaiagy,
1007 140001 GA Gedgla Publc Gaorgia FowerCompany  Revenus requirements, Raka Plan, fel
Savice Commizsion clBuge factvery.
Acversary Staff
" 43 GA Geomia Publie Atanta Ges Ligni Ca. Revanue rquirments, revenud forvesal,
Diract Service Commission O8M axpodas, deprociation, plant eddjiinns,
Panal with Atvarsary Siaff cash working capital.
Biokn Kngs
- 1901 U-258A7 LA Lawisiana Fublic Eniergy Gulf Slates, . Revenue rouimmens, capltal Struchire,
Birect Sernvie Comemission dhocetion of requtaed and noragulaiad coss,
Stat River Bend uprate.
fan2 2810 T Deflas FL-Werth Hospltal XU Epetric Sliputation. Regulatry assels,
Coundl & the Coalion & secunlization financing,
Indapendent Colleges & Uniesraiiies
0202 U287 1A Louisians Publi Erierny Guf States, e, Reverue requiramems, corpeeals fiansiea
Surrebuttal - Servica Camerission 1ax, convarsien (o LLC, River Bend uprale.
S
02 MY GA Ceorgia Public Aaria (s Ughl Co. Reverua requirarments, aamings sharing
Rebunal Banvica Commission okan, sarvice qually standards,
Fanel with Adversary Siaff
Bafin Kilings
w2 e GA (eomia Public Alfenta Ges Light Ca, Fidvirud raguisements, revenuafaracos,
Rahuiad Senvic Commisslon OZM axpanan, daprecinlon, plan! addiions,
Panal wih Arversory SIaff caahwrsking capal.
MieheBa L. Thebent
D32 001H48-El L South Fiodda Hospitat Flesida Power & Light o, Revesue reguirements, Nuclear
ang Healiheore Agsad, 1¥a awiansion, Siam demege accrpls
) mserve, Capltal syt OM sxpense,
D402 U-25687 LA Louialans Public Entergy Gufl Stales, Inc,  Revenue reguifemnents, corporaie franchiss:
(Supplaman Swrabulta) Saevica Compmisslon tax, eonveesion o LG, River Bend upraie.
0403 U-24453, k20075 Lewigiang Public SWERCQ Ausicets separzlion plen, T&D Tamm Eheel,
and L2033 Sepvice Cammission gbpraravona malhocoigies, hokd harmiass

J. KENNEDY AND ASSOCIATES. INC,
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Fage 23 of 3}
Expart Testimony Appearances
of
Lana Kallen
As of Septamber 2008
Data Case Jutisdict, Wanty Utllhy Subject
{Subdockst C) Stalf candRians.
0807  ELOY- FERGC Loisiana Public Entargy Senices, Inc. Systsm Agreament, produciion cos
88000 Senvica Commisslon &1l Tha Entergy Oporating  oqualization, taefle,
Companies
000;  L-25068 KA Louisiang Pullc By Gulf Staes, i, System Agreemend proguction cdst
Seonice Commisaian and Entergy Louislana, |ne. - dispariles, prudsnce.
Stafl N
0907 20200224 KY Kenseky Indusirial Kantuctcy Lisklles Co. Ling losses e fusl tlouss haodvery
2200225 Utles Customen, v, Lousyile Gas & Eisctrt Co, assodialed with off.system siles,
1102 HO200146 KY Kentuciy Incustrial Kentucky Utlilas Co. Emvironmental compianne cogls and
20020047 ULElas Customars, Ine. Loutswlle Gas & Blaciie Co, wurchanga recovery.
o183 aaaantes Ky Kentueky industial Kankicky Fowar Co. Enviranmental complancs cozs and
Liidties Cusomers, ino. SUyeIamma feCovary.
04103 a0l XY Kertuchy Induslrizl Kentusky Ulfilfes Co. Exterion of menges sWrChod:,
200200490 ity Cuglomug, Ine, Lovisvile Gas & Blecile Ce,  fiawa i Companies’ studins,
01 USSR LA Louisians Publie Ergy Gui Sk Ine.  Rsverua rexuirerners, 66rpor
Saevioe Commizsion anzhise tax, comwersion l LLC,
St Capital stuthug, pos! st yaa
Adjysiments.
063 FLd- FERC Louistena Pubfis Entay Secvicas, Inc. Syslam Agreement, prodiction oast
88000 Service Commission entthe Enoigy Cporaiing eoueizalion, it
Rebutst Companias
0603 200300088 XY Kanbucky Inchestrial Kertuoky Liites Co. Environenents! cast reeoveyy,
Uity Cuslomers gorrection of hase rale ey,
1403 EROM743000 FERC Laksiana Pubvic Entengy Eervites, . Unit powr purahgsos ahd sole
Sarvice Commission and fhe Entagy Opevalirg. oosl-besad taniff pursusnt 0 System
Coempanias | Agmamant,

J. KENNEDY AND ASSOCIATES, INC.
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Page 24 of31
Expert Testimony Appearances
of
Lana Kolten
As of Soptomber 2008

Date Casa  Jurisdiet, Party Utility Subject

11193 ER0S-563-000, FERC Lokesiana Public Enlargy Sanvices, 1., Unit powar purchase and sake
ER02-583-001, and Svice Conmissian the Entergy Crperating agtoements, conlrack,ai prowsions,
ER03-5830112 Compories, EWO Makel-  projecied costs, ievalizd ralas, and

Ing, LR, and Enloigy formula mies,
ERO3.681-000, Power, In
ER03-651-001
ERE3-682-00),
ER02G32:001, and
ERG368202
ER03-744-000,
ERO3 744001
(Consaldated)

12103 126527 LA ! ouisians Public Emangy Gulf Stales, Inc. Rewenue fequirements, covparals
Surrehuital Ganvee Commission franchiee tax, convession ¥ LLC,

skt Copilal sinichus, post iest year
asramanis.

1203 20M3M K Wentuory Industial {antucioy Lithes Co. Earrings Shorfing Machais,

20000535 Utiity Customars, inc. Louisvile Gas & Slacire Co.
12403 Ugh3g LA Lavistana Puble Ertengy Luisiens, e, Putchated power conlratts
Sarvice Corfmsion hetwaen sfifates, ems and
St conciiang.

0304 U-dgsp? LA Lowislana Pubiic Enteigy Gulf Sizles, Inc. Revenua requiraments, comana
Eupplernentst Service Commission franchies e, comuarion fo LLC,
Surrtiat &1k capital sinvitu, pos! oSt yodr

afjsimants.

04 20030M33  KY Kaniucky naustrizl Lonigvile Gag & Elocic 0. Revenua raquirements, dearaciation 1245,

Uty Customens, Inc. ORM sipents, datoryals and amertizaion,
PBings sharing mechanism, metger
surdratit, VOT surtredl

0N0d 0300434 KY Kaniucky Industial Horitlazky Listities Co. Ravenue raquirements, denrecieiion rzies,

Uity Cuslomers, Inc., CEM axparesa, deferrals and amertization,
eamings shering mechanism, memger
sxcredt VOT swomd,

0304 SOAM Docket T Chles Sorvad by Texas- Taxas-New Mevca Birantied costs fuaeup, induding
47304-2458, New Mexico Power Co, Pownr Co. Inchidiag veluakion Esuss,

PUC Docket T7C, ADIT, axcoss azmings,

J. KENNEDY AND ASSOCIATES. INC.
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Page 25 of M
Export Tostimany Appearantes
of
Lane Kallen
As of Saptember 2008

Oate  Cage  Jurstict. Party \titity Subject
200 )

0504  04169. o] Oliio Enengy Groug, ina Colsnbus Southem Powar Rt stabiBzaiion plan, delswats, TAD
ELLNG Co. & Ohio Power Co. 120 inCraEs, AAMNGS,

0604  SOAHDocket TX Hesinn Coundl for CentarPoint Sirandad costs Hus-up, cking
473014555 Health end Fdueaton Enamy Mouslon Eisclric valuation issues, TG, EOIT, exeess
PUC Dackal mitigaiion crxilig, eapacky auclin
29575 HUG-p Revanuas, interegt.

0804 SOAHDockel TX Heusion Coundl for CentedFoint Interest on sirended cost pursuant i
2473044588 Hesith and Fducaion Energy Housion Elschic Taxas Suprame Coust semand,

PUC Dochat
29556
(Suppt Direct)

0904  DochetWo. LA Lowjgians Pubdic SWERCO Fug) and punchased power sxpansis
U23327 Eandza Commission fecoverabie thvough fiel adustmen Sleuss,
Subdockat B S Iracting acSviies, eampkance i tams ol

various LPSC Crdess.

1004 DocketNo. LA Leuniana Pubiic BWERCO Revanii FeqLiNmanis.

U227 Sarvicn Commisaion
Subdocks: A Stalf

1202 Casa Mo Ky Galiatis Sl Co, Bzt Kankrcky Powar Envirmpmental cos! recovery, quallfiad
200400321 Goopacatlve, Inc., sk, TIER mauiaments, ces alosiion.
Casa No, Big Sandy Race, atak
200400372

D05 30485 ™ Housion Cemnel for CaniarPoim Engry Sirandad cost ine-up intluding regulslory

Haath and Education Houston Elociic, LLE Cenwes Co. apaas and lisbiiies, iTC, EQIT,
capacity aliction, ﬂw. axey mmﬂ
eradts, retmepactiva and prespect ADIT.

0205 18636 GA Geogie Pulic AllaniaGas Light Co, Revanue requiniimartis,

Sawvies Commission
Adversary Staff
005 1BAML  GA Georgia Public Allania Gas Light Go. Gomprehansive rata plan,
Pansl wilh Servics Commiasion pipaling vepsacsmant pmgrem
Tony Wakketty Aelvertary Slalf surchare. perfonrano biuwid it pien,

(205 18eABL GA [Geonsls Publo Alantz Gias Lighl Co. Energy conseyvation, acanomic
Fans| wiy Sarvice Cormmission develapment, and tarf izsuss,

Michalla Thaket Atvarsary Siaff

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimany Appearances
aof
Lane Kallen
As of Saptamber 2008
Date  Case  Jurisdict, Party Uttty Subject
(305 CmsaNo. Ky Kenuziey Indusidsl Kantuciey Utitkies Co, Envicnnmental cost reavery, JOb&
200400425 Uity Cusfomes, Ine. Labisvilo (343 & Eleciric Craabon Act of 2004 and § 199 detuclion,
CamaNo. 50054 common equily T2k, tefamal and
200400421 amorizsion of nonmeyming DEM expeise,
DG05  00500068 KXY Kertluoky Inciusfriat Kantucky Power Co. Erminmental cozt mcovery, Jobs
ity Customen, Ing. Creation Actof 2004 and §155 deduction,
mesgins an Alowances ugad ar AEP
systom sales.
0605 Q500451 FL Soulh Florida Hospital Florida Powe & Slarn damage qense and neseve,
wvi Haakhome Assoc Ligkt Ca. R0 costs, OEM gapenes projections,
febiim on Bquity perfonmare |noentive,
capdial SimciLm, selective second phase
pasiest pear ralg iereass,
BLE  J1056 ™ AWEnta for Vakby AEF Texas Giranded cost tue-up ngluding ropulaey
Hedhcan Caniral G0, acsek and lighfigss, 7C, EDIT, capaciy
auction, proceeds, uoess millgalon crexdis,
reyaspactive and pmspaciive ADIT.
s 2 G4 Geongia Puitic Atmes Enangy Cop. Reventia caquiramatits, solln of
Servica Commission sirTharges, ost reeauary throush Sirchanme,
Adversery Stall sepiiting requXemane.
faee M9%U GA Geoita Publie. Aimos Enagy Com. Afiliste Iransactians, nos! diogations,
Panal with Senvica Commission capisileation, cost of dabl.
Victora Taylor Ahcvarspry Stalf
oS o2 BE Delaware Fuble Sarvica Arkeian Water Co, Allocasion of tax el operiing lossas
Commission Stall batween reguisied und uvaguiated.
HAS 200500350 Wy Kentucky indusirial Utidy Karueky Liiites Ca, Viorkforme Separaion Program ookl
20500382 Cuslomars, Inz. Lauvie Gag and nescwery and sheared sauings through
Eiachic Ca, VDT suicredit
0406 2M0S00MAE KY Kexiticiy iecusiriol Kenucky Fowar Co, Systarn Sakes Clausa Rider, Envionireaital
Uity Customess, Ing, Cast Recovery Rider. Nt Congestion Rider,
Stom damags, vegalation management
piogam, deprecialion, off.cyelem sales,
meirenanta normakzalion, pension Bnd
OPER,
0 3194 ™ Cilies TomeNevw ievica Strended cost recovery through
0%04 31934 Power Co, campeion ansiion o changs.
Supplesvantal Retyospachve ADRT, prospaciive

ADFIT,

J. KENNEDY AND ASSOCIATES. INC.
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Page 17 of 31
Expart TesHmany Appearances
of
Lane Kollen
A5 of Saptember 2008
Dale Cass Jurlsdict. Party LRflity Subjest
036 U453, LA Lowislana Public Entargy GLif Statas, Ine Jdiwisdicons; saparation plan,
U-20925, Sarvice Commision
1)-22092 Slaf
306 NOPRRegy RS Miarcafr Valley AEP Teoms Cenlral Proaaed Requialions aiecting fiaw.
104385-OR Haakth Gara and Houston Company and CenterFiolm  through o ratepayrs of axess
Conncil for Haakf: Education Enery Hovsion delerred bveoma ues and invesiment
Biachic Tax creds on genewation plam that
s soid or dareguiated.
408 U251 LA Laisians Fubiic Enlary Louwiana, Inc 2002-2004 Aveei? of Foal Adistrent
Sendoca Commission Clause Filrgs, Afftiale ransactions,
Sialf
OvAE  ROMDGT3E5, PA Mel-Ed ind, Users Group Matropaliian Edtsan Co. Reczvery ol NUG-relatad sirindad
Etal Permsylvaiia ind. Pannayhvania Eleciic O, caals, govemmant Mandaxed programs
Custornes Alience costs, sl damage costs,
Uroe L2327 LA Lovisiang o Soutiuestesn Retvemms requimmants, foruls
Service Commission Blentiio Power Co. e plan, banking prposal
Statf
0BIB k21453, L& Louigiang Fublie Entargy Guf Jutkeiclional shparation pian,
L-21925 Senvics Commiesinn Biatas, Inc.
u-22082 Sl
(Subdockel J)
1106  05CVMO3-3376 OH Various Taung Authorties Stals of Ok Degartinent Accounting for nuclear fual
Frankin County {NoneLl ity Procaading) of Revemue wsambios 95 manuipctued
Courl Affidavit aquiprrent and cagitaizad plani
120 Uz 1A Louilena Public Soufweziam Elocric Rewenus equiesients, ammida
Subdochsl A Senice Camméssion Peoe Ca., fele plan, benking pmypasal
Reply Testimony Staf
Mr U754 LA Lonstslina Publie Enteroy Gulf Siaiss, inc., Jdiisdictianal siocation of Enlergy
Servion Commistion Entery Lowisiana, LLC Sysiem Agresmnant equalizaion
Sty remady racaigs.

(37 33%09 ™ Cilioa AEP Texna Cenlml Co. Revenve \
frachionaiization of frmsmissian and
clisirkusion eosks.

0hor 230 TX Citles AZP Taptas Norh Co. Revenue requirsments, induding
frsctioraisation of trarsmission and
distribution cogts.
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Page 2B of 31
Expeort Testimony Appnéranms
of
Lane Kohan
As of Septomber 2008
Date Caose Jurisdict, Party Utility Subjact
fanr  n0eoMTZ Y Kantueky Intusipal Eazt Kanhicky Ilerim rie increess, AUS lnan
Litkty Customars, inc., Fows Coopertive covenants, crak faciky
raquisamanls, fisancial condifion.
oX07  U-29187 A Louisiana Putks Clac? Power, LLG Pamanant {Phase ) siomi
Sarvica Commizsion damaga cost racovery.
Saff
Mar 29784 LA Loutslana Public Enteegy Culf Sizes, Ine. Jwisdietionat alncslion of Ertergy
Supplamental Sanvice Comnksion £y Louksiana, LG System Agreement squalizaliog
And Staif rarrady raoeinte.
Rahutal
007 ERO7-852-000 FERC Lowslana Public Enigmy Barvices, Ing, Alncriion of Inangible and genarml
Afficawit Sarvice Commission and the Entergy Cperating.  plant and ABG expenses (o
Companies produgtion and stais Ingome tax
affecty on equafization remedy
Iacadats
047  ERO7-524000 FERC Loulsina Pusie Emangy Senvces, Inc, Pyl herdging coats and complanca
: Affidavil Sanvice Commisgion and the Entergy Operating with FERC US0A.
Companies
0507  ERO7-682000 FERC Louisiana Putliz Erdemy Bevvices, Ine. Allpcetion of Mangible and general
Affidelt Sarvioe Commisabn and heEmtaryy Operaling plond and A0 axpensas
Companiss poduction and accou 324
efiects an NSS-3 aqualizalion remedy
payments and radaipls.
067  \-24764 LA Loulsiana Public Entargy Louisiana, LLC Show cause for vickitng LPSC
Barvios Comenlzghan Enaray Gulf Sialas, be. Qrder onfuel edging aosls,
Siaf
0707 200600472 KY Kentucky Indusidal LAy East Kenlucky Power Revanus requiements, post tesl poar
Customers, N, Cooperative sduetments, TIER, surchange rausmss
and cosls, financial need.
0707  ERO7.9EG000 FERC Lowisiang Publie Entergy Servioss, In, Stotm demagd couts ralated in Huroenes
Afficdani{ Sawvica Commigsion Kalina and Fite and elfests of MSS-3
agualizaton paymants a rmoaipls.

J. KENNEDY AND ASSOCIATES, INC.
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Page 28 of 31
Expeit Tastimony Appearances
of
Lane Kolten
As of Septamber 2008
Data  Casa Jurlsdict. Party Uttty Subject
1047 05UR103 W Wistansin Industried Whatrsin CleckicPowsd  Revanue raquiperments, cerrying chages
Direct Energy Group Company an CWIA. amortizelion and refun on
Wisconsin Gas, LLC refulatory assels, wordng cépital, ncontive
compensation, e of relg bese i liew of
copitdizaion, quintficaton apd wsa of
Poinl Beach sals proceads,
1007 O5UR103 W Wisconsin Industrial Wisconein Electri: Power  Revenue requifeiants, carying chargas
Surrehuttal Enengy Grotp Company ot CWIP, amortizzion and rebum on
Wiscanain Ges, LLC reguistory #8%0m, working capial, incantiva
compangation, use of rate baea in deu of
capitalization, quantifieation and use of
£oM Bsech sala oceads,
1007 25080-U GA Georgia Publle Barvice Georgla Power Company Affiite posts, incentive compensation,
' Diract Commission Fuble consolidatad incama taves, §159 daduction.
Intenest Advarsary Staff
1or 06-0033ECN WY Viest Viminia Enempy Users Appalactian Power Company (GOC surcharpe during corsbinasiion patied
Rireet Group and pastin-sanvice date.
14y ERO7-HBZ000 FERG loctelena Publiz Senics Entergy Sarvices, Inc. Funcllonakzation and alccation of
Diraet Commissicn and the Enlergy Opexating  Inkanpible and penesal plant end ARG
Companies arponses,
Mioe  EROT-552000 FERC Lonrisiens Publi; Service Eniengy Services, ne. Fuetonafization dnd alosstion of
Cross Arswsiing Commission and the Eniergy Operating  intenalive end qenerel planl and ARG
Camganies OpENSES.
08 07.651-7L-AR OH Ohia Energy Group, Ine. (o Edizan Company, Reverus Requirements,
Direst Cleuélans Elsetric
Hisminating Camgpny,
Tolade Edison Compsny
0208  ERO-GSGQ00 FERC Louisiang Publis Sevica Entergy Services, ne. Punclionalization of experses m account
Dlract Cammission and the Entergy Cperaling 923, storm damvane oxpenss and accounts
Comparies 824, 2281, 182.3, 254 and £07.3; tax NOL

eanybasks n accouni 185 and 236; ADIT;
nuckear senvice {ives and effect on
dapvaciation &nd decommissigniig,

1. KENNFDY AND ASROCTATES. TNC.
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Page 30 of 31
Rxpert Yostimony Appaarances
of
Lane Kollen
As of September 2008
Oate Cass  Jursdict, ' Party Uity Subjact
0308  EROT-956-000 FERC Lowisiang Pubdie Sarvies Enlenyy Services, ing. Funciionelizetion of expenaes i acounl
Crass-Answering Commission and the Entary Operaling 927, stant damage axpanse and aceounts
Corriparios 924, 23,1, 182.3, 264 and 407.3; tax HOL
tarrybacks In account 165 and 236; ADIT,
nuchear sansicd|lwss and oliect an
depracition and dacommissioning,
fd40R  2007-00562  Kf Kenlucky Industrial Uity Kantucky Ulilies Co. Marger surcredit.
And 200700583 Customers, inc. Leuisya Gas and
EkaireCo.
008 268%7 BA Gaargle Public Servics SCANA Energy Rule Nisl samplaint
Ofact Camiesion Stalf Markaiing, Inc.
Pangl with
Thomas K, Bona,
Cynihia Jahngon,
Michella Thebet
0508 26837 GA Geangla Pubfie Bervica SCANA Enemgy Rula Nisi complaint,
Rebisttal Commission Stall Markeding, Inc.
Fane| with
Theenas I Sand,
Cynthie Johnidn,
Michella Theban .
0508 26877 QA Gemgia Pubks Senviea SCANA Enamy Fulz Mis| eamplain
Supplamenial Cémmission Siaff Makalig, Inc.
Rebutial
Penel with
Thomas K. Bond,
Cynthia Johnson,
Michele Thabart
0B/ID&  2008-D0115 KY Kartuaky industrial Lithity East Kentucky Powsr Envirotinental surtharge recovaries,
Cuslomers, Inc. Cadparativa, nG. It cosis recovared in existing ralds, TIER
ariea el GA Georgia Public Servies Alnos Energy Corp. Revenue requiamants, ind projacied et
Dhact Comméasion Public yoar rate hase and expanses,
interes] Advacacy Stafl
08 I GA Georla Public Service Atmos Energy Corp. Affifiats transactiors and division enst
Fanal with Comrslssicn Publc sikrcations, capital sbychre, cogt of del.
Vietorla Taylor intexas! Advooaoy Staff
08/08  GEAG.CE.170 W Wisconsin Incustrisi Enargy Wiscensin Power and Malyon Dewey 3 or Colombia 3 fived
Dhact Giroun, Inc. Ligh Company financial paramalars.

J. KENNEDY AND ASSOCIATES. INC.
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Page 3! of 3]
Expeart Testimony Appearancas
of
Lana Kollan
Ag of Soptembar 2008
Date Case Jurisdict. Party Uiilky Subject
0608  GEBOUR-116 Wi Wisoonsin indusiral Bnesgy  Wisconsin Power and CWIP in raia bess, 1ot Sxpenaas, pansion
Direcl Groug, Inc. Light Gompany expense, fngncing, capital siruchung,
deqaupling.
0B/0B  GGBMUR-116 Wi Wistonsln Industrisl Enwgy  Wiscensin Power and Capital slitsctia,
Rebytial Groug, e, Light Company
0308  eRS0LR-118 W Wisconsh Indusrial Enemgy~~ Wissonsin Public Sevica  Pridanca of Weslon 3 outags, incenive
Direct Group, 'nc. Cop. enmpgngafion, Crang Cradh Wied Farm
Ineremental revenug requirement, capi
iGN, ‘
0908  GAS0UR-148 W1 Wiscansin indusirial Energy Wiscorsin Public Service Prdance of Waeion 3 oulage, Section 199
Sumabuttal Group, Inc. Camp. daducdion.

J. KENNEDY AND ASSOCTATES. INC.
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EXHIBIT __(LK-2)




0CT-31-2008 FRI 02:51 PN BOEHM KURTZ & LOWRY FAX NO. 6134212764 . 42

Exhibit___(LK-2)
Paga 1of2
American Electric Power Operating Companies
2007 Dollar and Percentage Return on Commen Equity
Source: Form 1 Pages 112, 114,115, 117
(3000's}
Columbpus
Sauthern Ohit
Pawer Power
compan Compan
Camman Stock Issued 41,026 321,201
Premium on Capital Stack 257 882 728
Other Paid-In Capital 32,457 535,212
l.ess: Capital Stock Exp
Retained Eamings 552,162 1,469,717
Undistributed Sub Earnings 8,593
Other Comprehansive Income {16,394) (38,541)
Total Cornmaon Equity 1,166,677 2201,.017
Net Income - Tatal Company (1) 258,088 268,564
% ROF, L 224% 11.72%
Each 1% ROE - Net Imcome Effect 11.867 224910
Campasita Income Tax Rate (Fed and Stata) 38.50% 38.60%
Each 1% ROE - Revenue Requirement Effect 19,002 37,318
Net Util Oper Ino
Electric 332143 372,480
Gas
Other N
Total 332,143 372480
Electric % 100.0% 100.0%
Preferred Stock - 18,827
Lang-Term Debt 1,298,224 2497.006
Taotal Capitalization 2,464,901 4,804,649
Rreferred % of Tolal Capitalizaticn 0.0% 0.3%

(1) Net income does pat reflact roduction for prafarfas akvidands, (affacta unly Ohia Power and only by minimal amaoiat),
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Exhibil____(LK-2)
Page 2 of 2
American Electric Powsr Operating Companies
Calculation of Composite Income Tax Rate
Tax Yoar 2008

1. Assume pre-tax income of 3 100.00G0
2. Stale incoms tax at 8.5% 5 8.5000
3. Taxable income for Federal income tex before manufacturing deduckion 3 91.5000
Manufacturing Dedustion Rata (Sect. 16%9) b 0.0600
4, |Less: Manufacturing Deduction (Sect. 198) ] 5.4900
5. Taxable income for Federat income tax (Line 3 - Line 4) 5 86.0100
6. Federal income tax at 35% (Line 5 x 35%) § 20,1035
7. Total State and Federal income taxes (Line 2 + Line ) 5 32.6035
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EXHIBIT __(LK-3)
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AEP OHIOQ'S RESPONSE TO
' OHIO ENERGY GROUP’S
DISCOVERY REQUESTS
SECOND SET
CASE NOS. 08-917-EL-5S0 & 08-918-EL-850

INTERROGATORY REQUEST NO:

2-2 At page 14 of your Application the Companies seck approval to sell ar transfer
their generating assets at the expiration of finctional sepaation,
a. Please provide all studies, memoranda, documents or emails that discuss
the financial or opezational effects of the requesicd sale or transier.
b. Please provide all documents which demonsiiate that such a sale o
trangfer is in the best interest of the Companies’ ratepayess.

RESPONSE:

a. The Companies are not presently requesiing any general authoiity to se]l oz transfer their
generating assets. Page 14 is intended to describe the approach that wonld be used when
functional separation ultimately ends, i ¢, that it would lead to the sale or transfer of theit
penerating assets. Ne studies, memaranda, documents oy emails have been created that
discuss the financial or operational effects of such & sale or transfer.

h. Section 4928.17, Ohio Rev. Code, reflects the Ohio General Assembly's detarmination
that corporate sepazation is in the best interest of electric uiility company customess.

Prepared by: 1. C, Baker and Counsel



