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DIRECT TESTIMONY OF 

CHARLES W.KING 

Please state your name, positloii and busmess address. 

My name is Charles W. King. I am President of the economic consulting firm of 

Snavely King Majoios O'Connor & Lee, Ina ("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 myself in 1970 to conduct research on a consulting basis 

into the rates, revenues, costs and economic performance of regulated firms and 

industries. Tlie frnn 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 utilities or 

transportation industries. 

Have you prepared a summary of yotir qualifications and experience? 

Yes. Attachment A is a summary of my qualifications and experience. 

Have you previously submitted testimony in regulatory proceedings? 

Yes. Attachment B is a tabulation of my ^pearances as an expert witness before 

state and iederal regulatory agencies. 

24 Q, For wliom are you appearing in tliis proceeding? 

25 A. I am appearmg on behalf of the Ohio Energy Group ("OEG'*). The members of 

26 OEG who take service from Ohio Power or Columbus Southern Power are: AK 

27 Steel Corporation, ArcelorMittal USA, BP-Husky Refining, Brush Wellman, E.L, 
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1 DuPont de Nemours & Company, Ford Motor Company, GE Aviation, Griffin 

2 Wheel, PPG hidustries Inc., The Procter & Gamble Co., Republic Engineered 

3 Products, Inc., Severstal Wheeling (fonnerly Wheeling Pittsburgh Steel)» and 

4 Worthington Industries. 

5 

6 Q. What is the objective of your testimony? 

7 

8 A. The objective of my testimony is to recommend a methodology for implementing 

9 the "significantly excessive earnings** test embodied in the Am. Substimte Senate 

10 Bill No. 221 ("S,B.221"). The significantly excessive earnings test is found in 

11 Section 4928.143(F) of the Revised Code of Ohio. Applied to 2007 data, the 

12 methodology I recommend results in thresholds for significantly excessive 

13 earnings as follows: Columbus Southern 14.20%; Ohio Power 14,23%. 

14 

15 Q. What does tliis section of S.B. 221 say? 

16 
17 A. Section (F) states as follows: 

18 With regard to the provisions that are included in an electric security 

19 plan under tliis section, tlie commission shall consider, following the end 

20 of each annual period of the plan, if any such adjustments resulted in 

21 excessive earnings as measured by whether the earned return on common 

22 equity of the electric distribution utility is si^ificantly in excess of the 

23 return on conunon equity that was earned during the same period by 

24 publicly traded companies, including utilities, that face comparable 

25 biisiness and financial risk, with such adjustments for capital structure as 

26 may be appropriate. 

27 

28 Q. In addition to meeting these statutory requirements, what other 

29 attributes should a '̂significantly excessive earnings^* test have? 

30 
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1 A. The test should be as simple and straightforward as possible, while still being 

2 iair to the utilities and their ratepayers. These criteria mean that the 

3 methodology for establishing the baseline return should be based on publicly 

4 available and clearly defined data, that it require a minimum of judgment or 

5 discretion, and that to the extent possible it should be equally applicable to all 

6 of the major electric utilities serving Ohio retail customers. Once the basehne 

7 is established, it is necessary for the Commission to use its judgment in 

S setting the ihreshold over which earnings would be significantly excessive. 

9 

10 Q. How will you proceed to develop a methodology that conforms to these 

11 criteria? 

12 

13 A. The language requires the identification of a group or groups of utilities and other 

14 companies that bear the same business and financial risk as the subject Ohio 

15 electric utilities. Pursuant to this requirement, 1 will identify two comparison 

16 groups, one of utilities and the other of non-utilities. I will adjust the earned 

17 remms of each group to match the risks faced by the two AEP companies 

18 operating in Ohio. I will then average the utility and non-utility returns to derive 

19 a base fine earned level of return. Tlie final step is to apply an adder that 

20 describes the margm over Ihis base line equity return that should be allowed 

21 before the earnings are considered significantly excessive. 

22 

23 Q. Have you idcBtilled utilities that are comparable to the AEP companies that 

24 provide retail electric service in Ohio? 

25 

26 A. Yes. The AEP companies - Colunibus Southern and Ohio Power - are both 

27 vertically integrated companies whose generation, distribution and transmission 

28 facilities are regulated by the Public Utilities Commission of Ohio ("PUCO") and 

29 the Federal Energy Regulatory Commission ("FERC"). Most of the publicly 

30 traded electric utility companies in the country conform to varying degrees to this 

31 pattern. Many still have their generation function regulated, but even those 
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1 companies often engage in off-system sales at market based rates. For this 

2 reason, I have used the entire list of electric utilities, with one exception', in 

Value Line's Datafile. This list consists of 64 publicly traded companies. 

4 

5 Q. What was the average return on equity of these companies during the most 

6 recent year? 

7 

8 A, Schedule I of my Exhibit (CWK-1) presents the net income and the year-

9 end equity amounts for each company for 2007 as reported in Value Line's 

10 Datafile. The average of the earned returns on equity for the 64 electric utilities is 

11 10,68 percent 

12 

13 Q. Have you identified non-utility companies that are comparable to the two 

14 AEP Ohio companies? 

15 

16 A. That is a more difficult task becavise non-utility companies are intrinsically 

17 different fi:om utilities. None have fi-anchised monopoHes, and none have their 

18 earnings constrained or protected by rate base/rate-of-retum regulation. However, 

19 the statute requires that an effort be made to find non-utility companies that arc as 

20 close to the subject Ohio companies as possible. The earned returns of the 

21 resultant sample of companies can then be adjusted for any measumble 

22 differences in risk. 

23 

24 Accordingly, I began with the 5,688 companies that are found in the Value Line 

25 Datafile. I first eliminated the electric, gas and water utilities, which reduced the 

26 fist to 5,587 companies. I then examined die capital intensity of the electric 

27 utilities and found that with only a handfid of exceptions, the ratio of gross plant 

28 to revenue ranged between 1.2 and 5.0. Using these parameters, I found that 657 

29 non-utility companies fall within these limits. 

30 

That exception is the livergreeii Energy Co. which experienced a return on equity of-175% in 2007. 
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1 I tiien sought to eliminate small companies which would have higher return 

2 requirements than utihties, and particularly AEP which has over $46 billion in 

3 gross plant. Eliminating ail companies with gross plant less than $1 billion 

4 reduced the fist to 260 companies. Finally, i had to eliminate any companies for 

5 which Value Line had not calculated a beta, since I proposed to use the beta 

6 measiure as the test of relative risk. The final list came to 219 companies. Those 

7 companies are listed in Schedule 2 of my Exhibit No. (CWK-1). 

8 

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

10 

11 A. The average return on year-end 2007 equity of these companies was 14.14 

12 percent? 

13 

14 Q. Can this return on equity be considered comparable to the Ohio AEP 

15 Companies? 

16 

17 A. No. These companies are much riskier than tiie AEP' s Ohio utilities. 

18 

19 Q. How can you adjust the non-utilities' average return to match the risk of the 

20 two Ohio utilities of AEP? 

21 

22 A. For this purpose, I use the "beta" measure as generated by Value Line. Beta is a 

23 measure of the co-variance of each stock with that of the overall stock market. 

24 The overall stock market's beta is LOO. To die extent that beta is greater than 

25 1.00, the stock displays greater volatility and higher risk than the market. Bel:as 

26 less than 1.00 indicate less volatility and lower risk. The beta reflects all fcwms of 

27 risk, so it is the one comprehensive measure of risk that is available for most 

23 traded stocks, 

29 

30 The betas for each of the 219 comparable non-utility companies are presented in 

31 column H of Schedule 2 of Exhibit No. (CWK.-1). The average beta for the 
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1 entire group is 1.08, reflecting the fact tiiat these companies are, on average, more 

2 risky tiian the average for the market, 

3 

4 In order to adjust for this higher level of risk, I identified the average beta of the 

5 electric utility comparison group. That average, shown in Column E of Schedule 

6 3 of Exhibit No,_ (CWK-l), is .89, indicating a lower level of risk than the 

7 non-utility group, 

8 

9 On schedule 4 of my exhibit I adjust the average return for the 219 non-utility 

10 companies to reflect the much lower risk associated with utility operations. For 

11 this purpose, I use the Capital Asset Pricing Model, which applies the beta to a 

12 risk premium of stock returns over bond yields. Wliiie there are many measures 

13 of the risk premium, the average historical risk premium between 1926 and 2008 

14 has averaged about seven percent.' Since we are measuring historical earned 

15 returns, tiiis average is arguably appropriate for use as a risk adjustment. I apply 

16 the difference between the 1.08 beta of the non-utility group and the .89 beta of 

17 the utility group, which is .19, to the seven percentage point risk premium to 

18 derive an adjustment of 132 basis points, or 1.32 percent. A reduction of 1.32 

19 percent to the average non-utility earned return of 14.14 percent yields a risk-

20 adjusted return of 12.82 percent. 

21 

22 Q. You have now calculated the risk-adjusted equity returns of both the utilities 

23 and the non-utilities. Are there any further adjustments that need to be 

24 made? 

25 

26 A. Yes. There is one further adjustinent that should be made, and that is to recognize 

27 the financial risk differences of the AEP Ohio companies relative to the utility and 

28 non-utility comparison groups. Columbus Southern has a ratio of equity to total 

29 capital of 47.3 percent, and Ohio Power has a ratio of 47.7 percent. Schedule 3 

30 shows that the utihty comparison group has a slightiy less risky ratio of 49.2 

Stocks. Boncia. BIIIB and Inflation. 2Q08 Yearbook. Ibbotson Associates 
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1 percent* and Schedule 2 shows that the non-utility group's ratio is even loss risky 

2 at 51.7 percent 

3 

4 On Schedule 5 of Exhibit No._ {CWK-]), I have adjusted both tiie utility and 

5 non-utility equity returns to recognize these differences in fijiancial risk resulting 

6 from different capital structures. In both cases, I have computed a pre-tax return 

7 on total capital using, as the cost of debt, tiie 7.31 percent September 2008 yield 

S on Moody's Baa corporate bonds as reported by the Federal Reserve. I have used 

9 the average equity percentage of die 64 electric utilities of 49.2 percent from 

10 Schedule 3, and the non-utility equity percentage of 57.1 percent fix>m Schedule 

11 2. 

12 

13 My adjustment recognizes the fact tiiat tiie level of earned pre-tax net operating 

14 income is independent of the capital structure. On line 9 of Schedule 5,1 set the 

15 pre-tax return on capital at the levels of the 64 electric utilities (1L90%) and tite 

16 risk adjusted non-utility sample (13.86%), I then derive the return on equity for 

17 each AEP company by subtracting the weighted debt cost (line 14) ftom the 

18 composite return on capital of each sample group (line 9), In line 16,1 de-weight 

19 tiie equity remms, and in line 18 I apply the companies' tax factors to derive the 

20 return on equity for each AEP company based on the two samples of comparable 

21 companies. In hne 20, I average tiiose equity returns to derive the base line 

22 comparable return on year-end equity for each company. They are: 

23 • Columbus Southern 12.20% 
24 • Ohio Power 12.22% 
25 

26 Q. What adder is appropriate to take th^e base line equity returns to the level 

27 of ''significantly excessive?" 

28 

29 A. liere, it is necessary tor the Commission to exercise its own judgment because 

30 there is no objective, generally accepted measure of a "significantiy excessive 

31 return." I suggest the use of the adders that the FERC awards to encourage 

32 investment by utilities in major innovative transn^ission Imes, FERC provides a 
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1 50 basis point adder fx>r participation in Regional Transmission Organizations and 

2 anotiier adder of up to 150 basis points as an mcentive for investment. FERC 

3 apparentiy regards that these adders are fiilly sufficient to encourage risky 

4 investments in transmission lines that must traverse difficult terrain and encounter 

5 siting resistance. Anything more would be significantly excessive. 

6 

7 Q. Using FERC's 200 basis point adder, what would be «iie threshold of 

S "significantly excessive earnings'' on common equity? 

9 

10 A. If we add 200 basis pohits to the base line rctums on year-end equity, tiie 

11 thresholds of significantiy excessive earnings are: 

12 • Columbus Southern 14.20% 
13 • Ohio Power 14.22% 
14 

15 

16 Q, Are you recommending that the Commission adopt your methodology^ but 

17 not these speciHc threshold numbers? 

18 

19 A. Yes. These threshold numbers are merely illustrative of the results tiiat are 

20 derived from the methodology that I recommend. The first application of the 

21 significantiy excessive earnings test will be in 2010 and based on earned returns 

22 in 2009, The numbers may be quite different then. 

23 

24 Q. With regard to the adder to the base liae earned returns, why haven't you 

25 adopted the statistical confidence levels that the utilities^ witnesses have 

26 recommended? 
27 

28 A. The use of statistical confidence ranges would lunit any finding of excessive 

29 earnings to so few observations that the test would become a cipher. A two-tailed 

30 95 percent confidence interval would mean that only 2.5 percent of all 

31 observations in die sample company groups would be deemed to have excessive 

32 earnings. A 90 percent confidence interval would increase that proportion to five 
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1 percent. These intervals virtually ensure tiiat no Ohio utiUty would ever be found 

2 to have experienced significantiy excessive earnings, 

3 

4 Another objection to the use of sQ; confidence intervals is that tiiey "hard wire" 

5 the definition of si^ificantly excessive earnings in a manner that provides the 

6 PUCO with little or no flexibility. As tiie testimony and exhibits of Dr. Makhija 

7 demonstrates, the application of a 95 percait confidence interval to utility and 

8 non-utility company equity returns can lead to a very high excessive earnings 

9 threshold based on 2007 data. But 2007 was a relatively prosperous year. It now 

10 appears that in 2009, tlie first year that the significantiy excessive earnings test is 

11 apphed, earnings will probably be dramatically lower. The apphcation of the Dr. 

12 Makhija's 95 percent confidence interval will likely result in a much lower 

13 threshold, one that could conceivably deprive the AEP companies of what would 

14 otherwise be judged adequate earnings. The Commission must retain the 

15 flexibility to adjust its excessive earnings test to reflect the circumstances of the 

16 day. 

17 

18 Q. Does this complete you testimony? 

19 

20 A. Yes. It does, 

10 
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Exhibit NO.. _{CWK-1) 
Soheduie 1 

Nsmd 

1 Allegheny Enargy 
2 Allele 
3 Altlant Energy 
4 Ameren Corp 
6 AmericanEleo Powar 
Q Avista Corp 
7 Black Hilts 
a Central Vermont PuBlltSvc. 
OCenterpointErtwgy 

10 CH Enensv Croup 
11 Clacocorp 
12 CMS Energy Corp 
13 Cansdidated EdlBon 
14 Constfitlatlon Enargy 
15 Dominion ReBourcse 
la DPL Inc 
17 DTE Energy 
18 Duke Energy 
19 Edison International 
^Q El Paso Electric 
21 Empire OiatrlctEiedneCa 
i l Energy East Cci[^ 
23 Entergy Corp 
24 Exeioft Corp 
25 FirstEnergy Corp 
26 Florida Public Utniiies 
27 Fortls Inc 
2S FPL OrQup 
29 Great Plains Energy 
30 Hawaiian Eiadrlc 
ai IDACORP, Inc. 
32 Integrys Eneffly 
33 ITC HoWings Corp 
34 Maina & Marltimes Co 
35 MDU Resources 
36 MGE Energy 
37 Njsource Inc 
36 Northeael UtilitioB 
3B NorthwHstem Corp, 
4QNstar 
41 OGE Energy 
42 Ottar Tall Corp 
43 PepcD Holdlrigs 
44 PG & E Corp 
4b Pinnacle West Capita 
4e PNM Resources 
47 Portland (General 
46 PPL corp 
4B Progress Energy 
ED Public Services Enlwprtses 
51 Puget Energy irTc 
52 Scana Carp 
S3 SBTTipra Energy 
54 Sierra Padflc Res 
65 Southern Cc 
8B TECO Energy 
&7 UIL Holdings 
5a Unl&ourca Energy 
S9 Unilll corp 
60 veciren Corp 
Bl Wester Energy 
02 Wilmington Capitgl M 
93 WlBconsin Energy 
34 xc^ Energy 

Comparabia Eleci i ic Util it ies 
RAtum on Equity 

TkJter 
Symbol 

AYE 
ALE 
LNT 
AEE 
AEP 
AVA 
BKH 
CV 
CNP 
CHe 
CNL 
CMS 
ED 
CEG 
D 
DPL 
DTE 
DUK 
£lX 

ee 
EDE 
EAS 
ETR 
EXC 
FE 
FPU 
FTS.TO 
FPL 
GXP 
HE 
IDA 
TEG 
ITC 
MAM 
MDU 
MGEE 
NI 
NU 
MWE 
NST 
OQE 
OTTR 
POM 
PCS 
PNW 
PNM 
POR 
PPL 
PGN 
PEG 
PSD 
SCQ 
SRE 
SRP 
SO 
I E 
UIL 
UNS 
UTL 
W D 
WR 
WCMA.TO 
WEC 
XEL 

YHf-ertd 
common 

Equity 
2.5347 

742.6 
2,afl2.5 
6,730.0 

10,07S.O 
814.0 
968.9 
16B.4 

1,81D.O 
622.2 

i.ooe.a 
2.115.0 
aS5£.Q 
5.327.0 
G,3e0.0 

$71.7 
S.AFin 0 

21,106.0 

s,se3.o 
fi66.5 
S3a.2 

3,20B.O 
7,B3B.S 

10,133.0 
8.677,0 

46.S 
2,5as.D 

10,735.0 
I,se6.3 
1.273.5 
1.207.3 
3.232.7 

563.1 
42.9 

2,616.6 
427.7 

6,076.6 
2,SM-a 

823.0 
1.701.3 
i.Bao.B 

523.2 
4.01 B.4 
fl.546.0 
3,631.6 
1,8819 
1,316.0 
5,538.0 
8,417.5 
7,296.0 
2.621.6 
2.eS3.0 

a.ais.o 
2,096.6 

12,337.0 
2,017.0 

464.3 
890.1 
100.3 

1,233.7 
1,626.0 

20,0 
a.odd.o 
a.afifi-8 

rillllllonBaf 
Pre Tax 
Income 

6S6.a 
137.2 
576,6 
966.0 

1,636.0 
62.S 

145.8 
22.6 

Sfi4.Q 
65.4 

105.2 
287.0 

1,386.0 
1.200.8 
2,133.0 

334.3 
610.0 

2,234.0 
1,643.0 

1DS.2 
47.6 

366.5 
1,874.4 
4,176.0 
2,102.0 

5.0 
242.0 

1,680.0 
230.7 
144,9 
96.0 

2B7.1 
108.e 

4.7 
si2,e 
75.7 

484.1 
360.9 
65.6 

366,9 
360.9 

61.9 
458.7 

1.645,0 
449,7 

63.1 
219.0 

1,304.0 
1,027.0 
2,355,0 

aS7.3 
487.0 

1,659.0 
264.9 

2,617.0 
309.5 
77,2 
S7.5 
13.2 

219.2 
232.2 

0.0 
5S4.1 
B70.4 

Dollara^ 
Income 

Tax 

250,8 
47.7 

2S6.B 
330.0 
S16D 
24,3 
45.6 

6.8 
195.0 
21.9 
2S.6 

105.0 
452.0 
404,2 
715.0 
122.5 
153.0 
712,0 
492.0 

34.5 
14.4 

114.1 
514.4 

1,446.0 
863.0 

1.7 
33.2 

366.0 
71.5 
51.4 
13,7 
56.0 
36.7 
2.0 

1fi0.0 
27.9 

172,1 
109.4 
32.4 

135.4 
116.7 

26.0 
1B2.2 
530,0 
15D,fl 

3,2 
74.0 

270.0 
334,0 

1.060.0 
72.6 

140.0 
524.0 
87.5 

5S5.Q 
126.0 
30.5 
36,1 
4.5 

78,0 
55.5 

0.0 
216.4 
264.6 

Port-Tax 
Income 

416.0 
5d.5 

320.5 
B66.0 

1,160,0 
3S.5 

100.1 
15,8 

388.0 
43.5 
78.6 

179.0 
836.0 
798.4 

1,420.0 
211.8 
457.0 

1,S22.0 
1,151.0 

74.8 
33.2 

262.4 
1,160.0 
2,730.0 
1,306.0 

3.3 
208.6 

1,312.0 
153.2 
93.6 
82.3 

181.1 
73.3 

2.6 
322.8 
48.8 

312.0 
251.5 

5S.2 
223.5 
244.2 

54.0 
296.5 

1,006.0 
286.8 

89.9 
145.0 

1,034.0 
683.0 

1,323.0 
184.8 
327.0 

1,135.0 
197.3 

1,78^0 
183.6 
46.7 
68.4 
5.7 

143.2 
168.4 

0.0 
337.7 
576.9 

Return OR 
Equity 

16.41% 
12.05% 
12,05% 
9.75% 

11.41% 
4,21% 

ia32% 
a 38% 

22.04% 
8.33% 
7.88% 
6.46% 

10.57% 
14.96% 
15.12% 
24.30% 

7.81% 
7.18% 

13J1% 
11.22% 
6,16% 
7.67% 

14.80% 
28.84% 
14.58% 
6.75% 
6.05% 

12.22% 
10.16% 
7.35% 
6.81% 
5.60% 

i3. ia% 
9.10% 

12.85% 
11.42% 
8.15% 
8.BS% 
8.46% 

13.13% 
14.53% 
10.31% 
7.38% 

11.77% 
S.46% 
3,64% 

11,02% 
18.67% 
6.23% 

16,14% 
7.33% 

11.07% 
13,65% 
6.58% 

14.44% 
9.10% 

10.06% 
5.46% 
8.67% 

11.61% 
3.22% 
0.10% 

10.90% 
9,15% 

Average 10.68% 
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Eloctric Utility Comparison Croup 
EquJfy PercentRgaaand Betas 

Exhibit NCi.__(CWK-1) 

B 
f$ HlUlmig) 

Mamo 

1 All«ghflny eneroy 
2 Allew 
3 Alliant Energy 
4 Ameren Corp 
S Amer icsnEI^ Power 
6 Avista co ip 
7 Black Hills 
B Central Vermont Public SVC. 
9 Centerpoint Enepgy 

10 CH Energy Group 
11 C l B w C w p 
1S CMSEMrgyCdrp 

13 Cflnaolldated EdiBon 
U Ccnsteliatlon Energy 
16 Dominion RwQurce? 
16 DPL inc 
17 DTE Energy 
l a Duke Energy 
19 Edison intsmatlonal 
20 EIPfiBoElecWc 
21 Empire DifiTrlct Electric Co 
22 Energy East Corp 

23 EnteroyCorp 
24 EjffllonCQfp 

25 FirstEnergy Coil) 
2a Flgrid^Publicut l l i t lM 
27 Fortlainc 
2a FPL Group 

29 Greet Plains Enemy 
30 Hduuaiian Electnc 
a i IDACORP, Inc. 

32 integrys Energy 
33 r r c Hotdings Corp 
34 Maine &Mantimee Co 
35 MPU RaSflLl«!6B • 
38 MGE Energy 
37 N ^ u r c e Inc 
3a Nortned&t Utilities 
as Nontiwesiem Corp. 
AQ Nstar 
41 OGE Energy 

42 Otter TaHCSofp 
43 Pepco Holdings 
44 P G & E C o f P 
45 PliinAni«r wes t Capita 
45 PNM Resources 
47 PortlanctQenarai 
48 PPL Corp 

49 Progress Energy 
50 Public Services Enterprises 
Si Puget Energy Inc 
52 S C ^ a c o t p 

63 Sempra Energy 
54 Sierra Pacific Res 
65 Southern Co 
se TECO Energy 
57 ulLHokHngs 
Sa Uniaource Energy 
&e UnftllCorp 
«Q vectren cotp 
61 WeBlar Energy 
62 Wilmington Capital M 
£3 WiscoriEin Energy 
64 XcBl E n e r ^ 

T lc lwr 
Symlxiil 
AYE 
ALE 
LNT 
AEE 
AEP 
AVA 
BKH 
CV 
CNP 
CHG 
CNL 
CMS 
ED 
CEG 
D 
OPL 
DTE 
OUK 
EiX 

' EE 

EDE 
EAS 
b lK 
EXC 
FE 
FPU 
FTS.TO 
FPL 
GXP 
HE 
i(3A 
TEG 
UC 
MAM 
MDU 
MGEE 
NI 
NU 
NWE 
NST 
OGE 
OTTR 
POM 
PCG 
PNW 
PNM 
POR 
PPL 
PGN 
PEG 
PSD 
SCG 
SRE 
SRP 
SO 
TE 
UIL 
UNS 
UTL 
WC 
WR 
WCMA,T 
WEC 
XEL 

Yoar-And 

Common 
Eqidfef 
2.534J 

742.6 
2,6S2.5 

6,730.0 
10,07S.D 

914.0 

HS.S 
ie8,4 

1,810.0 

522.2 
1,00d.fi 
2.11B.Q 
S,&62.0 
S,327.Q 

8,390.0 
B71.7 

6,Be3.a 
21.1M.0 

8,383.0 
666.5 
S38,2 

3.2DB.0 

7,636.9 
10,133.0 

8,977.0 
46.9 

2,565.0 

io.rs5.o 
1,666.3 
1,273.5 
1,207.3 
3,232.7 

563.1 

42.8 
2,S1S.$ 

427.7 
6,076.6 

2,906.9 
823.0 

1,701.9 
1,680.9 

623.2 
4.018.4 
8,646.0 
9,531 .a 
1.691.9 

1.316.0 
5,536.0 
8,417.5 
7.2&5.0 
2,521.9 

2,B63.0 
a,sis.o 

2,996.6 
12,357.0 
2,017.0 

464.3 
6&0.1 
100.3 

1,233.7 
1,826.0 

20.Q 
3,098.0 
6,266.a 

Total 
Repartad 
Capttal 

$,479.3 
1,153.5 

4,329.6 
12,638,0 

24,342.0 

1,54S.e 
1,534.2 

311.8 

10,174.0 

946,1 
1,760.5 
6,212,0 

16,667.0 
10,180.7 
22,698.0 

2,437.1 

12.824.0 
30,607.0 
16,376.0 

1.321.6 
1,061.1 

7,108.7 
17,e02,0 
22,1 BG.O 
17.646.0 

BB.fi 

7,BBB.O 
22,01 S.O 

2.706.8 
2,501.fl 
2,364.2 
5,552.0 
2.041.6 

70.4 
3,676.1 

660.1 
10,671.0 
3,974.6 
1,648.4 

4,246.2 
3,026.5 

662.1 
8,753.0 

16,676.0 
e,G58.7 
2,836.8 
2,620,0 

12,747.0 
17,262.0 
16,041.0 
5,202.7 

S,eE2.0 
13,071-0 
7.134.4 

27,BQS,Q 
S,17B.4 

043.6 
2,214.9 

262.6 
2,479.1 
3,738.3 

36.9 
6,302.1 

12,746.1 

Equity 
Pen» j i t 

3 S . 1 ^ 

64.4% 
61.5% 
53.3% 

41.4% 
5fi.0% 
63.2% 

60,4% 

17.6% 
55 .1% 
66.7% 
23.6% 
53.0% 
52,3% 
4 1 0 % 
36.6% 
45.6% 

66 .1% 
45.7% 
50.4% 

4S.e% 
4 5 . 1 % 
43.8% 

45 J % 
50.3% 
49.4% 

33.0% 
4B.B% 
57.6% 
50.9% 
51,1% 
56.2% 
27,6% 
61,0% 
68.4% 
64.8% 

4 7 4 % 
46.7% 

49.9% 
4 0 . 1 % 
66.6% 
59.3% 
45.9% 

50.3% 
53.0% 
57,6% 
50.1% 
43.4% 
46.3% 
45.5% 
46.5% 

49.6% 
63.6% 

42,0% 
44.7% 

39.0% 
49.2% 
31.2% 
38.2% 
49,8% 

46,8% 
51.4% 
49.2% 
49.4% 

Beta 

2.10 
0.S5 

0.90 
0.80 
1.15 
1.00 

1.10 

o.as 
0.70 
0.66 

1,35 
1.55 
0,70 
0.fiS 

1.06 
0.90 
0.80 

1.05 

0,80 
0.65 
0.85 

D.8S 
0,90 
0.90 

0.66 
0.50 
0.80 
0.85 
D.70 
1.00 
0.96 
0.7S 
0.35 
0.85 

0.95 
0.95 

0.86 

0.75 
0.75 
0.75 

0.90 
0,95 
1.QQ 
0.95 

0.66 

O.as 
D.fiS 

0.80 
0.60 
1.00 
1.25 
0.75 
1.10 
D.fiO 
0.70 
0.A5 
0.90 
0.90 
O^S 
0.60 
1.05 

Average 4«.2% 0J9 

http://00d.fi
http://BB.fi
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Exhibit No.„_(CWK-1) 
Schedule 4 

Comparable Non-Utility Companies 
Risk Adjustment to Return on Equity 

A B C D E 
Average Risk Adjustment Non- Adjusted 

Beta PrBinium To Non- Utilities Non-Utilities 
Utilities ROE 

1 Electric Utilities 0.89 

2 Compai^ble Non-Utilities 1.08 14.14% 12^2% 

3 Difference 0,19 7.0% 1.32% 
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Stephen J. Buron 
Fagel 

1 L QUALIFICATIONS AND SUMMARY 

2 Q. Please state your name and business address. 

3 A. My name is Stephen J. Baron. My business addiess is J. Klennedy and Associates, 

4 Inc. ("Bwennedy and Associates"), 570 Colonial Pailc Drive, Suite 305, RoswelU 

5 Georgia 30075. 

6 

7 Q. What is your occupation and by who are you employed? 

8 A. I am the President and a Principal of Kennedy and Associates, a fum of utility rate, 

9 planning* and economic consultants in Atlanta, Georgia. 

10 

11 Q. Please describe briefly the nature of the coasuidng services provided by 

12 Kennedy and Associates. 

13 A. Kennedy and Associates provides coiasulting services in the electric and gas utility 

14 industries. Our clients include state agencies and industria] electricity consumers. 

15 The firm provides expertise in system planning, load forecasting, financial analysis, 

16 cost-of-semce, and rate design. Current clients include the Georgia and Louisiana 

17 Public Service Commissions, and industrial consumer groups throughout the United 

18 Stiites. My educational background and professional experience are summarized on 

19 Baron Exhibit _(SJB-1). 

20 

J* Kennedy and Associates, Inc. 
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1 Q. On whose behaif are you testifying in this proceeding? 

2 A. 1 am. testifying on behalf of The Ohio Energy Group ("OEGO, a group of large 

3 industrial customers of Columbus Southern Power Company ("CSP") and Ohio 

4 Power Company COPC"), hereinafter referred to as *tbe Companies". The 

5 members of OEG who take service from the Companies are: AK Steel 

6 Corporation^ ArcelorMittal USA, Brush Welhnan, BP-Husky Refining, LLC, E.L 

7 duPont de Nemours and Company, Ford Motor Co., GE Aviation, Griffin Wheel, 

8 PPG Industries, Inc., RepubHc Engineered Products, hic, Severstal Warren, Inc 

9 (fonnerly WCI Steel), The Procter and Gamble Co. and Worthington hidustries. 

10 

11 Q, Have you previously presented testimony in any of the Companies' cases in 

12 Ohio? 

13 A. Yes. I have 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 Virgmia, Virginia, 

15 Louisiana, Indiana and before the FERC. 

16 

17 Q. What is the purpose of your testimony? 

18 A. I am addressing a number of issues raised by the Companies' proposed ESP 

19 associated witli its requested rates and riders. First, 1 will address the impact of the 

20 Companies' proposals to include market purchases in their ESP generation rates. 

21 As described by wimess Baker, the Companies have included maricct purchases of 

22 5% in 2009, 10% in 2010 and 15% in 2011 in the overall ESP generation rates. 
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1 OEG witness Kollen will specifically address this issue in his testimony. I will 

2 present the impact of the maricet purchases on 2009 projected rate levels. 

3 

4 T will also address the Companies* proposed non-bypassable Provider of Last Resort 

5 ("POLR") charge that is designed to compensate the Companies for the cost 

6 associated with POLR switching risk by the Companies retail customers. As 

7 described in the testimony of the Companies' witness Craig Baker, this charge is 

8 based on a quantification of the cost of an "option" that permits ESP customers to 

9 opportunistically shop and shopping customers to opportunistically return to ESP 

10 SSO service. While OEG has not determined whether this option is correctly 

11 priced, OEG does oppose the POLR charge in the event that a customer waives its 

12 option (shopping) rights during the ESP. 

13 

14 I will address the Companies' proposed Energy Efficiency Rider, and specifically 

15 the proposed allocation of these costs to rate schedules. OEG supports the 

16 Companies' EER proposal. 

17 

15 Finally, I will address the Companies' proposed demand response options* As 

19 discussed in Companies' witness David Roush's testimony, the Companies have 

20 modified their tariff language to specifically prohibit SSO customers fi-om 

21 participating in PJM Demand Response programs, either via a third party provider 

22 or directly as a PJM member. OEG recommends that the Companies' ESP plan 

23 include provisions wherein AEP will offer non-shopping customers PJM Demand 
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1 response options. Effectively, AEP, a PJM member, should make available to its 

2 ESP customers the option to participate in the PJM programs dirou^i AEP. 

3 

4 Q. Would you please summarize your testimony? 

5 A. Yes. 

6 1. As recommended by OEG witness Kollen, the Companies' ESP 

7 proposal to include market based purchases of 5%, 10% and 15% of total 

8 energy requirements in 2009,2010 and 2011 is unreasonable. The inclusion 

9 of these market purchases will have a very significant and detrimental 

10 impact on the Companies' ESP rates. In 2009, as a result of the Companies' 

11 proposal to purchase market based energy ratha: than obtain energy from the 

12 AEP pool, CSP's rates will be higher by $69.5 miUion and OPCO's rates 

13 will be higher by $75.4 million, hi 2010 and 2011 the impact will be 

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

15 

16 2. The Companies have proposed a non-bypassable POLR charge 

17 based on the calculated cost of an option to purchase SSO service at the 

18 proposed ESP rates. This POLR charge is designed to provide 

19 compensation to the Companies due to their obligations to provide POLR 

20 service to customers, who may switch to an alternative supplier or return to 

21 SSO service from an alternate supplier during the three year torn of the 

22 ESP. While the proposed charge may be conceptually correct, I have not 

23 verified whether it is computationally correct. Notwithstanding ^is, 
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1 however, the charge should be waived for ESP customers who either: a) 

2 agree to forego their right to shop during the three year temi of the ESP; or 

3 b) agree to not talce service und^ the ESP and, in the event of a return to 

4 POLR service, agree to waive their right to take service imder the ESP and 

5 accept market based rates. 

6 

7 3. The Companies' proposed Energy Efficiency Rider is reasonable and 

8 the underlying allocation of costs on a direct assignment basis is appropriate 

9 and should be adopted by the Commission. 

10 

11 4. The Companies' have proposed to prohibit customCTS from 

12 participating directly in PJM Demand Response programs (̂ na third party 

13 providers or directly throug PJM membership). If this prohibition is 

14 adopted, the Companies should be required to offer PJM Demand Response 

15 programs to large industrial customers on an optional basis via an ESP tariff 

16 rider. AEP should either offer its customers opportunities to participate in 

17 these PJM programs directly, or through contractual arrangements with third 

18 party providers. 
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I IL RATE IMPACT OF MARKET PURCHASES INCLUDED IN ESP RATES 

2 

3 Q, OEG Witness Lane Kollen addresses and objects to the Companies' proposal 

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

5 their proposed ESP fuel and purchased power adjustment calculations- Have 

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

7 proposed ESP charges? 

B 

9 A. Yes. As discussed by Mr. Kollen, the Companies proposal to include market 

10 purchases as part of their proposed ESP generation rates is unreasonable. As 

II explained by Companies' witnesses Baker and Roush, the Companies are proposing 

12 to include the costs associated with market purchases comprising 5% of their total 

13 generation in 2009, 10% in 2010 and 15% in 2011. The cost of these market 

14 purchases are significantiy M^er than the average fiiel and purchased power costs 

15 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 fiiel 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 fiiel and purchased power cost of S30.38 per mWb. Xhe 

21 Companies' proposed market purchases are 3.5 to 4 times as expensive as pool 

22 purchases. 

23 
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1 Q, Have you calculated the impact of these market purchases on 2009 ESP rates 

2 for each Company? 

3 

4 A. Yes. Based on data supplied by the Companies in tiie testimony and exhibits of Mr. 

5 Roush and witness Philip Nelson, together with tiie Companies response to Staff 

6 data request No. lO-l, I have developed an analysis of the impact on customer rates 

7 from die Companies proposal to include market purchases in its ESP ftiel and 

8 purchased power costs. 

9 

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 vsdil 

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 I is a sin-ular 

14 set of inĉ î ases in which AEP pool purchases have been substituted for the 5% 

15 market purchases included in the Company's 2009 ESP revenue increase 

16 calculation. 

17 



OCT-31-2008 FRI 02:41 Pti BOEHM KURTZ 8, LOWRY FAX NO, 5134212764 P, 34 

Stephen J. Baron 
Pages 

Table 1 

Columbus Southern Power Co. 2009 Proponed ESP Revenue Increased 

Tariff Class 

Residential 

GS-1 

GS.2 

GS^ 

GS-4/IRP-D 

AL 

SL 

CSPiOP Joint 

Total 
PiffarancB 

20D9 Rates As Fllad 

Without Peferral 

$ Increase 

$ l43,4dS,224 

7,680,997 

35.590,955 

118,211,671 

38,635,958 

1,201,113 

692,381 

2,913.607 

$ 349,621,907 

% Increase 

19.6% 

17.2% 

18.1% 

21.7% 

2B.5% 

11.7% 

14.4% 
2.a% 

19.7% 

2009 Rates, No Mariiet Purchases 

$ 

$ 

$ 

Withoid Deferral 
$ Increase % Ino^ass | 

119.342,559 

a.493,652 

29,740.353 

95,773.921 

30.136,004 

1,024,419 

564,833 

(3,007,839) 

260,067,902 

(69,554,005» 

16.3% 

14.6% 

15.1% 

17.4% 

22.1% 

10.0% 

11.S% 

-2.9% 

15.7% 

Table 2 shows a similar summary for OPCO. 

Tariff Class 

Residential 

GS-1 

OS-2 
GS-3 

GS-4/IRP-D 

OL 

SL 

EHG 

EHS 

ss 
sas 

CSP/OP Joint 

Total 

Difference 

Table 2 

Ohio Power Co. 2000 Proposed ESP Rflvanue Increases 

$ 

? 

2000 Rates As Filed 

Without DBferral 

% Increase 

170.653,977 

9,618,912 

79,489.573 

125.961.225 

126,644.811 
1,718.216 

1,813,394 

407,227 
6,880 

1,181.744 

37,035 

4,992,788 

524.620,783 

% Increase 

27.9% 

27.1% 

29.6% 

33.1% 

42.1% 

IB.0% 

20.9% 

29.4% 
47.1% 

31.4% 
20.3% 

5.1% 

3D.4% 

2006 Rate$. No Market Purehasea 

$ 

$ 

$ 

Without Deferral 

{Increase % Increase I 

149.513,762 

8,574.566 

69,658,299 

106,123.401 

108.669.429 
1,533.465 

1,624,558 

427.513 

5.580 

1,028.661 

33,931 

(165.619) 

449,247.569 

(75,373,214) 

24.4% 

24,1% 

25.8% 
28-4% 

35.6% 

16.2% 

18.6% 

25.3% 
38.2% 

27.4% 

ie.s% 
-0.2% 

26.0% 

Q. What do you conclude from this analysis? 
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1 A. It is clear that the Companies' proposal to mclude the 5%, 10% and 15% market 

2 purchases in their ESP generation rates results in significant cost increases to 

3 customers. For 2009 alone, this amounts to $69.5 milUon for CSP and $75.4 

4 million for OPCO. In 2010 and 2011, the impact would be roughly two and three 

5 times larger (respectively), due to tiie increased level of purchases. 

6 
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1 m . AEP's PROPOSED PROVIDER OF LAST ElESORT CHARGE 

2 

3 Q. Have you reviewed the Companies' proposed Provider of Last Resorts charge? 

4 A. Yes. As described by Companies' witness Craig Bakra-, flie POLR charge is 

5 designed to compensate the Companies for die costs associated with "standing by" 

6 to serve returning shopping customers at the ESP rates and the cost to the 

7 Companies from ESP customers opportunistically leaving SSO service for lower 

8 priced market rates provided by Competitive Retail Electric Service ("CRES'*) 

9 providers. Mr. Baker characterizes this economically driven opportunistic bdiavior 

10 as causing the Companies to "buy high and sell low."' The basis for the charge, 

11 which is non-bypassable, is tiiat SSO customers are fi-ce to shop whenever the 

12 market price fi:om CRES suppliers is lower and return to SSO service whenever the 

13 ESP rates arc lower than market. This creates a cost to the Companies that the 

14 POLR charge is designed to compensate. 

15 

16 Q. How have the Companies calculated their proposed non-bypassable charge? 

17 

18 A. The Companies have calculated a POLR charge that is designed to reflect die value 

19 of a financial option diat would permit die owner to purchase SSO service at the 

20 proposed AEP ESP rates. Using tiie Black-Sdioles model, the Companies have 

21 computed separate option prices tor CSP and OPCO, based on a series of inputs 

' Baker Direct Testimony at page 30, lines 13. 
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1 including tiie expected market price, tiic strike price (Tepresented by the proposed 

2 ESP rates) and die tiiree year time-frame covered by the ESP. 

3 

4 Q. Do you disagree with the approach that the Companies are using to calculate 

5 the POLR option charge? 

6 

7 A. While I don't disagree with die conceptual basis of the charge, 1 have not verified 

8 the proposed level of the charge itself. However, I do disagree that it should be 

9 imposed on all customers, whether or not they want to ̂ 'purchase" the option. In the 

10 event that a customer elects to waive their option rights, such a customer should not 

11 be required to purchase the AEP "POLR Option " During die three year term of die 

12 ESP, die Companies are proposing that each customer be reqdred to purchase an 

13 option that will give such a customer the right (in economic tenns) to either leave 

14 SSO service for a lower market price or return fem the market to a lower SSO price 

15 (the ESP tariff). In either case, the Companies are required to 1) absorb tiie loss if 

16 the market becomes less expensive than the ESP price or 2) stand-by to serve 

17 potential return CRES customers in die event that the market becomes more 

18 expensive. There is a cost to providing customers this "option." However, if 

19 customers elect to waive their ri^ts to shop during the three year ESP term, then 

20 there ia no risk to the Companies from customer switching and no basis for tiie 

21 Companies to impose the POLR option charge. Simply put, if a customer decides to 

22 not buy the "option," then there should be no charge. Customers should not be 

23 "forced" to purchase an option if they can make a three year binding commitment to 
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1 waive their shopping rights, which would result in the Companies avoiding the 

2 switcliing risks identified by witness Baker. 

3 

4 Q. Would you descril^e your specific recommendation on this issue? 

5 

6 A, The Companies' POLR charge should be waived for ESP custotners who either. 

7 a) Agree to forego their r l ^ t 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 rctom 
12 to POLR service, agree to waive their right to take service under the 
13 ESP and accept market based rates. 
14 

15 If a customer, by election, agrees to either remain an ESP customer for the entire 

16 three year plan temi, or agrees to not take tiie ESP POLR generation rate during the 

17 tiiree year plan because the customer elects to shop, and fijrther agrees to take 

18 maricet priced service in the event of a return to POLR service, the Companies 

19 would not incur any of the risks identified by Mr. Baker, which is the basis for the 

20 option based POLR cliai^e. Customer's electing this "waiver" should not be charge 

21 the POLR charge. 

22 

23 
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1 IV. RATE ISSUES 

2 

3 Q* Have you reviewed the Companies' proposed cost recovery methodology in the 

4 Energy Efficiency and Pealc Demand Reduction Cost Recovery Rider? 

5 

6 A. Yes. As described by Companies' witiiess Roush and presented in his exhibits, this 

7 rider is designed to recover the costs associated with energy efficiency programs 

8 from customer classes on the basis in which these costs are incurred. Effectively, 

9 the program costs are being assigned to rate classes on the basis of customer use of 

10 the programs. This is a reasonable approach to cost recovery and OEG si^ports the 

11 proposal. 

12 

13 Q. Have you reviewed Companies witness Roush's testimony regarding a 

14 prohibition of SSO customers from participating directly or mdirectly in the 

15 PJM Demand Response program? 

16 

17 A. Yes. Mr. Roush discusses the Companies proposal to prohibit SSO customer 

18 participation in these programs via a third party competitive supplier or directiy as a 

19 PJM member, Tlie Companies position appears to be tiiat SSO customers should 

20 not he permitted to participate in a wholesale PJM program, while purchasing 

21 provider of last resort supply. If this prohibition is adopted, flic Companies should 

22 be required to offer PJM Demand Recuse programs to large industrial customers 

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

2 PJM programs. 

3 

4 Q. Would you briefly describe the PJM Demand Response program? 

5 

6 A. Yes. PJM has had demand response programs in effect for a number of years. One 

7 of tiie early programs was the Active Load Management ("ALM") program, which 

8 is essentially a traditional int^Tuptible load arrangement that retail customers could 

9 participate in via their Load Serving Entities (LSEs). The ALM progran has been 

10 revised to accommodate the market driven capacity obligation mechanism of the 

11 PJM Reliability Planning Model ("RPM"). Demand resources can be dkectly bid 

12 into tiie RPM process (Demand Resource) or partidpate as Interruptible Load for 

13 Reliability ("ILR"). ILR load is certified that it can be interrupted and paid a price 

14 (interruptible credit) tied to the zonal capacity charge. PJM also offers other 

15 capacity related demand response programs associated with the PJM Synchronized 

16 Reserve Market and the PJM Regulation Market. Finally, PJM also offers 

17 economic demand response programs tied to locational marginal cost ("LMP"). 

18 These economic programs pernut customers to participate in the savings associated 

19 witii the difference between LMP costs and their generation rates. All of these 

20 programs ai"e at the wholesale level, which means that a retail customer must 
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1 participate tiirough a competitive supplier (such as a curtaihnent service provider) or 

2 a Load Serving Entity such as AEP.̂  

3 

4 Q. Should the Companies develop additional Demand Response programs, tied to 

5 the PJM programs as part of their ESP? 

7 A. Yes. The Companies should offer, eitiicr directiy, or dirough designated third party 

8 suppliers witii whom the Companies enter agreements, participation in the PJM 

9 programs. To the extent tiiat there are real benefits to the Companies and tiieir retail 

10 customers from partidpationj there is no reason to simply foreclose the opportunity 

11 to participate. While OEG recognizes that there must be coordination between the 

12 Companies and customer participation m PJM Demand Response progranis under 

13 the ESPj this does not mean that potential savings to participating customers and 

14 perhaps, all of tiie Companies' customers should be foregone. 

15 

16 Q. The Companies currently offer Industrial Interruptible rates through tilieir 

17 IRP rate schedules. Would these schedules be affected by your 

18 recommendation? 

19 

20 

As noted previously in my leaiimony, it is possible for an individual custoiner to become a member of 
PJM aiid participate directly in the programs. 
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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 die use of tiie PJM Demand Response options. 

4 

5 Q. Does that complete your Direct Testimony? 

6 A. Yes. 
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Professional Qualifications 

Of 

Stephen J. Baron 

Mr, Baron graduated from ihe University of Florida in 1972 with a B.A. degree witii high 

honors m PoUtical Science and significant coursework in Mathematics and Computer 

Science. In 1974, he received a Master of Arts Degree in Economics, also from the 

University of Florida, His areas of specialization were econometrics, statistics, and public 

utility economics. His thesis concerned the development of an econometric model to 

forecast electricity sales in the State of Florida, for which he received a grant from tiie Public 

Utility Research Center of the Univerdly of Florida. In addition, he has advanced study and 

coursework in time series analysis and dynamic model building, 

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

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

Following tiie 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 

responsibihties included the analysis of rate cases for electric, tel^hone, and gas utilities, as 

well as the preparation of cross-examination material and the preparation of staff 

recommendations. 

J. KENNEDY AND ASSOCUTES, INC, 
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In December 1975^ he joined the Utility Rate Consulting Division of Ebasco Services, Inc. 

as an Associate Consultant In the seven years he worked for Ebasco, he received successive 

promotions, ultimately to the position of Vice President of Energy Management Services of 

Ebasco Business Consulting Company, His re^onsibiltties included the rnanagMneni of a 

staflF of consultants engaged in providing services in the areas of econometric modeling, load 

and energy forecasting, production cost modeling, pUmning, cost-of-service qnaiysis, 

cogeneration, and load management. 

He joined the public accounting firm of Coopers & Lybrand in 1982 as a ManagCT of th© 

Adanta Office of the UtiUty Regulatory and Advisory Services Group. In this capacity he 

was responsible for die operation and management of the Atiania office. His duties included 

the technical and administrative supervision of the staff, budgeting, recruiting, and marketing 

as well as project management on client engagements. At Coopers & Lybrand, he 

specialized in utility cost analysis, forecasting, load analysis, economic analysis, and 

planning. 

In Jamiaiy 1984, he joined the consulting firm of Kennedy and Associates as a Vice 

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

During the course of my career, he has pravided consulting services to more than thirty 

utility, industrial, and Public Service Commission ctients, including Ihree international utiUty 

clients. 

J. KENNEDY AND ASSOCIATES, INC, 
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lie has presented numerous papers and published an article entitled "How to Rate Load 

Management Programs" in the March 1979 edition of "Electrical World" His article on 

"Standby Electric Rates" was published in tiie November 8, 1984 issue of "Ptiblic Utilities 

Fortnightiy-" hi Febniary of 1984̂  he completed a detailed analysis entitied "Load Data 

Transfer Techniques" on behalf of the Electric Power Research Institute, which published 

die study. 

Mr. Baroji has presented testimony as an ejqiert witness in Arizorw, 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 Vhginia, Wisconsin, Wyoming, the Federal 

Energy Regulatory Commission and in Uitited States Bankmptcy Court. A list of his 

specific regulatory appearances follows. 

J. KENNEDY AND ASSOOATES, INC. 



OCT-31-2008 FRI 02:42 PH BOEHfl KURTZ ̂  LOWRY FAX NO. 5134212764 P. 47 

Data 

4/81 

4/81 

6/ai 

2/84 

]/84 

5/64 

10/84 

11/84 

was 

2/85 

3/85 

3/35 

3165 

5/B5 

5/85 

Caso 

203(0) 

ER-B142 

U-1933 

B924 

84^38-U 

63047Q-EI 

a4.199-U 

R^42651 

55-65 

1-840^1 

9243 

349B-U 

R-B42B32 

84-249 

Jurisdlct-

KY 

MO 

Pl 

KY 

AR 

FL 

AR 

PA 

ME 

PA 

KY 

GA 

PA 

AR 

City of 
Santa 

' 

Expert T&sdntony Appearances 
of 

Stephen J . Baron 
As of October 2008 

Party 
IjQuisvill&Oas 
&E|BCtl1cC0. 

KenaesClly Power 
& Light Co. 

Anzona Corporation 
CommiaslQn 

AlrcoCafbidQ 

Afkansas Electric 
Energy ConaumBR 

Florida Industilal 
Pffliiar Uses'Group 

Arkansas Etectdc 
Energy Consurners 

Lehigh VallBy 
Power Commlttea 

AlrtQindustrNI 
Gases 

Philadelphia Araa 
Industrial Eneigy 
Users'Group 

Aloan Aluminum 
Corp.,Btal. 

AttomayGanerBl 

West Penn Power 
Industrial 
IntervencHS 

Arttansas Electric 
Energy Conaumeis 

Chamber or 
CommBrce 

UUIfty 

LOUI&VIIIBGBS 

& Electric Co. 

KartsaeCity 
Power &Ught Co. 

Tuoson Electric 
Co. 

LouisvlleGas 
&Bacti1cCo, 

Arkansas Power 
& Light Co. 

FtartoaPwar 
Corp. 

Arkansas Power 
and light Co. 

Pennsylvania 
Power & Light 
Co. 

Central Maine* 
PoiverCo. 

PhilBdelphla 
ElfictilcCo. 

LDulsvlllsGas 
S Electric Co. 

Georgia Power 
Co. 

West Penn Power 
Co. 

Arkansas Power & 
L^htCo. 

Santa Clara 
Municipal 

EjdiibU iSM-1) 

Page 4 of B 

Sub jec t 

Cost-cf-^aervica. 

Forecasting. 

Forecastlna pIsFining, 

Revenus recjUlwrwnb, 
cosinaf-senfce, forecasting, 
weather nonrnaHxatlon, 

Excess capadCy.cQst-of-
sarwica, rate design. 

Allocation affixed costs, 
load and capactty balance, and 
rBsarvB margin. Diversilicatlon 
ofutill^. 

Cost allocation and fab deai^, 

Interruptma rates, excess 
capacity, and pha&a-in-

intemjpHbteraied^n. 

Load and energy forecast 

EconDmlcsofcomplBttr^tai 
generating unit 

Load and energy l4i«casting, 
gsnaration planning economics. 

Generation planning ecoitomlcs, 
pnJdence of a pumped storage 
hydro umi 

Cost-^-sarv|cB,ratedasign 
return mu)tipller& 

Coai-Q^servlca, rate design. 

J. KENNEDY AND ASSOCIATES, INC. 
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m 

B/as 

7/85 

IQ/BS 

1G/B5 

2/85 

3/BS 

2/B8 

3/86 

3/86 

S/86 

8/86 

10/86 

12'66 

Case 

64-768-

e42T 

E-7 
Sub 391 

29046 

B5-Q43.U 

85^63 

ER-
8507698 

R-flfin??D 

R.85Q220 

B5-299U 

85.726-
EL-AIR 

86-oei-
E-GI 

E7 
Sub 408 

U-17378 

38063 

J u r l s t B q . 

Clara 
m 

NC 

NY 

AR 

ME 

NJ 

PA 

PA 

AR 

OH 

WV 

NC 

LA 

IN 

Expert Testimony Appearances 
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WastVliglnIa 
Induslnal 
intervanofs 

Carolina 

{CIGFURIII} 

Industrial 
Energy Users 
Association 

AiltansasGas 

AircD Industrial 
Gases 

Air Products and 
Chemicalg 

West Parm Power 
Industrie 

Inteiverurs 

West Penn Power 
Industrial 
Intervenois 

Arkansas Eleclrlc 
Energy Consumefs 

Industrial Eleehlc 
Consumets Group 

West Virginia 
Energy Users 
Group 

Carolina Industrial 
Eneigy Consumers 

LouisiBnaPubtc 
SavkaCafTimissiQn 
Staff 

Industrial Energy 
Consumers 

Stephen J. Saron 
fts of October 2008 

Utitltv 

Monongahela 
Power Co. 

Duke Power Co. 

Orange arwl 
Î ocWand 
Utiltiea 

AfWaJnc 

Centra Maine 
Power Co. 

Jsfsay Central 
Powers. Light Co. 

Wast Pann Power Co. 

West Pann Power Co. 

Ailonsas Power 
& Light Co. 

Ohio Power Co, 

Monongahata Power 
Co, 

DukB Power Ca 

Gulf States 
Utilities 

IncfanaaMkihigan 
Power Co. 

Exhihi t (SJB-1) 

Page S o f 19 

Suts'ect 

Generation pfenning economics, 
prudence <}F a p u n ^ storage 
hydro unit 

Cost-of-aervjce, rate design, 
interftipUbifliBtadasiffi. 

Cost-<rf-serwifie, rate design. 

Regulatory poicy, gas cost-d-
servjce, rate design. 

Feaslbililyofintenruptibb 
rates, avoklfid cost 

Rats design. 

Optimal resene, pmdence, 
off-^stem sales guarantee p|aa 

Optimal reseivamaiglhd, 
pfudsncfi,Qlf-fiyatOTsalas 
guarantee plan. 

Cosj-oMBivica, rata design, 
ravenue distribution. 

CosKf-servica, rata design, 
IntdrAiptbta rates. 

GatiafBtlon planning Bconorwa. 
lunKlenceoF a pumped $ « ^ e 
hydro uniL 

Cosl-of-serviBa, rata design, 
inteiTuptiilB rates. 

Excess capacity, economic 
anaiyais of purchased power. 

J. KENNEDY AND ASSOCIATES, INC. 
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Date CasB Jurisdlct. £SSS^ utility Subject 

3/87 

4/87 

5/B7 

5/87 

5/B7 

5/87 

6/37 

6/87 

7/37 

8/B7 

9/87 

10/87 

10/67 

EL-BB-
53-001 
EL-as-
57-Q01 

U-172fl2 

87.023-
E-C 

87-072-
E-S1 

B6.524-
E-SC 

97B1 

3B73<I 

U-17282 

85^10-22 

3673-U 

RJ1R0220 

R-B70651 

1-860025 

Federal 
Energy 
Regulatory 
Cormrisgior 
(FERC) 

LA 

WV 

WV 

m 

KV 

(^ 

IA 

CT 

GA 

PA 

PA 

PA 

Louisiana Public 
Service C o m m i s s i 
Staff 

Louisiana Public 
Sen/ice CommissiQn 
Staff 

AtrcQ Industrial 
Gases 

wast Virginia 
Energy UswB^ 
Group 

West Virginia 
Efwrgy Users'Group 

Kentucky tnduslhal 
Energy Cortsumefs 

GaorgiaPublic 
Sewlca Commission 

Louisiana Public 
Service Commission 
Staff 

Cannfw:tlnut 
Industrial 
Energy Consumers 

i36{»igta PubHc 
Saraice Corrfnissjon 

Waal Penn Power 
Industrial 
IntervanOrS 

Duquesne 
Industrial 
IntervsnofS 

Pennsylvania 
IndustiiEd 
Intewenors 

(3ulf States 
Utiltjes, 
Southern Co. 

GuK states 
Utilities 

Monongahela 
Power Co. 

MonongahalB 
Fewer Co. 

Monongahela 
Power Co. 

Loui&vlHeQas 
SEIenfricCo. 

Georgia Power Co. 

Gulf States 
utilities 

Connectteul 
. Ught&PowerCo. 

GawgtePowerCa 

West Pann Power C a 

DuquBsne Light C a 

Cost/benent analysis of u i « 
power sates oonlract. 

Load forecasSriQ and imprudenGe 
damages, Rhier Bend Nudaar unit 

IntenuptiblBFalBS. 

Analyze MonPowBf^IiJBltilirrg 
erKl examine the poasonahjaness 
of MP^ dams. 

Economic dispatching of 
pumped storage hydra unit 

Analy3l5rf impaaoi1986Tax 
RefiarmAcL 

Econorric prudence, evakjation 
ofVogtienudearunlt-lQad 
forecasting p piarvflng. 

Phaa&4n plan far River Bend 
Nuclear unit 

MsthQdalQgyforrefundino 
rate moderaiion fund. 

Testyearsaias and revenue 
fofBcgst 

Excess capacity, rslafailily 
ofgenei^c^gsy&cem. 

!ntBrmptib!eiats.QOSt-of-
sefvics, revenue allooatlon, 
rate design. 

Proposed rules forcogenarallon. 
avoided cost, tats racovery. 
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Expert Testimony Appearances 

of 
Staphen J . Baron 

AsofOctof3er2008 

Exfiibk (SJB-2) 
Page 7 of 19 

Data Case Jurisdlct Party Utility Subject 

10/87 E-Q15/ MM 
GR'57^223 

10/B7 a702-EI FL 

12/B7 37-Q7-D1 CT 

3/Ba 1Q064 KY 

3/03 a7-ia3-TF AR 

5/SB 8701710001 PA 

S/ea B70172CDa5 PA 

7/S6 

7/Ba 

11/ae 

Taconlte 
Intenrarors 

Occiderital Chemlcaj 
Corp. 

Connecticut Industrial 
Eneigy Ccmsunners 

Kentucky Industrial 
Energy Consumers 

Ar1(ans8s Electric 
Conaumajs 

GPU Industrial 
Iniervenois 

GPU Industrial 
Intenrertors 

3/39 

88-171- OH 
EL-AIR 
88-170-
EL-AIR 
Interim Rate Case 

Appeal 
of PSC 

R-68Q9e9 

88-171" 
EL-AIR 
88-170-
EL-AIR 

870216/283 
264/266 

IBth 
JudidBl 
Dock^ 
U-17282 

PA 

OH 

PA 

Industrial £nargy 
Conswmais 

Louis^naPutilic 
Service Ccmrrtsslon 
Cirratit 
Court of Louisiana 

United States 
Steel 

Industrial Energy 
Consumets 

Amico Advanced 
Materials Corp.. 
Alleghany Ludlum 
Corp. 

t)/llnnesQla Power 
a t ight Co. 

FlQlMaPowarCorp. 

Connecticut Ught 
Power Co. 

Loi) isvleGas& 
EleclricCa 

Ari<ansasPowBr& 
Light Co, 

MetropoStan 
Edison Co. 

Pennsylvania 
ElBClrfcCQ. 

CleyelandHectric/ 
TdedD Edison 

Excess capacity, pom^r and 
ai5tH3f-sen4cs, fate design. 

Revenue forscasling, weather 
nonriErfizatlon. 

Excess capadly, nudsar plant 
ph8sa>in. 

Revenue lorecasL weather 
pormaHzatian rate treatment 
Of cancelled plant 

Standby/backup elactitc rates. 

Cogeneration delen^l 
machanism. modloatian of eneigy 
co6irecfflffify(ECR). 

CoQanerstiDn defenal 
mechanism, modiflcatlnn of energy 
costrBCOtfary(ECR). 

Plnanclal analysis/need for 
Interim rata relief. 

Gulf States 
UNil is 

Cleveland Electric/ 
Toledo Edison. 
General Rate Case. 

West Penn Power Cc. 

load forecasting, irDprndence 
damages. 

Gas CDSt-c '̂Servicfl, rate 
design. 

Weaiherr)ciniiail2atlonof 
peak loads, excess capacity, 
nagu la^ policy. 

CalCMtatad auQJdad capacity, 
recovery of cspacity payments. 
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Expert Testimony Appoarancas 
of 

Stopiien J . Baron 
As of October 200B 

Exhibit (SJB-1) 
Page & of 19 

Date C a s e Jur is<| {c i . Party Utility SublMt 

3/39 8555 TX 

8/89 3840-U GA 

9/89 2087 NM 

10/39 2262 NM 

11/89 3B728 IN 

1/90 U-17282 LA 

5/90 890366 PA 

6/9Q R-9Q1609 PA 

9/9Q 8278 MD 

12/eO U-9348 Ml 
Rebuttal 

12/90 U.172a2 U 

Phase IV 

"I 'm 90-205 M£ 

m 90-12-03 CT 
Interim 

nmlrtfntaj Chemical 
Corp. 

Geoi^ia Public 
Service Commisslan 

Attorney General 
QfNBwMnx|f:n 

Now MexiGQ industrial 
Energy Consumais 

Industrial Consumers 
forFairUtiRty Rates 

Louisiana PubHc 
Sen/ice Commissbn 
Staff 

GPU Industrial 
Intanranofs 

Arnioa Advanced 
Materials Corp., 
Allegheny Ludlum 
Corp. 

Maryland Industrial 
Croup 

Association of 
Businesses Advocating 
Tariff Equity 

Louisiana Prihlio 
Service Commission 
Staff 

Alrcoinri i i^al 
Gases 

Connecticut Industrial 
Ene% Consurt^rs 

Houston Lighting 
& Power Co. 

Georgia Power Co. 

PulJlic Service Co. 
ofNewModrxi 

Public 5enrico Co, 
of New Mexico 

Ir^anaMkhlgan 
PDWWCO. 

GulfStatBs 
Utitiea 

Metropolitan 
Edison Ca 

West Penn Power Co. 

BaWmorBGa3& 
Electric Co, 

Consumers Power 
Co. 

Gulf states 
Ut i les 

Central Maine Power 
Co, 

Connecticut Light 
& Power Co. 

Cost-of'senflce, rate design. 

Revenue fCiecastino, weather 
nomiallzatlon, 

PrudencB'Palo Verde Nuclear 
Units 1,2aricl3, load few-
casting, 
Fuel«^usr»ntciausB,oif-
system sales, CQSHrf-servlce, 
rate design, msiginal cost 

Excess capacity, capacity 
EC|ualizat)tfi,ju^dion4 
cost allocation, rate design, 
(nterruptibla rates. 

JurisdictiorialCDStBllQGation. 
O&M expense analysis. 

Noruilllliy generator cosi 
recovery. 

AHncation (A QF demand chai%|d& 
in the turf cost, cost-^if-
servlce, rata design 

Cost-of-servicB, rate design, 

Denoand-sUen^agemenL 
environmental extemaitles, 

Revenue rBquirements, 
Jurisdletlonalallocailon, 

Invesitgation rlto 
intenuptible sarvica and ratas. 

Interim rate fBfiBf,financlBl 
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D g t e . 

5/91 

aj9i 

a/91 

e«i 

m 

9/31 

10/91 

Casf i 

90-12-03 
Phase II 

E-7, SUB 
SUB487 

8341 
Phasfll 

91-372 

EL-UNC 

P-910511 
P'91D512 

91-231 
- E - l ^ 

8341-
Phase 11 

10/91 U-17282 

Nate; Notestlmany 
*3spfefiledorvWs-

lirai 

12/91 

12/91 

Jurisdlct 

CT 

NC 

MD 

OH 

PA 

WV 

MO 

LA 

U'17a49 LA 
SubdockQtA 

91410-
EL-AIR 

p-^fln?afi 

OH 

PA 

Expart Testimony Appearances 
of 

Steplwn J . Baron 
Afi of October 200& 

Conr^lcutlndustnat 
Energy Consumers 

North Carolina 
Indiatrial 
Energy Consumefs 

WeafeacoCofp, 

ArmcoaealCaiLP, 

Alleghany Ludlum Corp., 
A rmcoAdva i^ 
Materials Co., 
"0)6 Wast PennPotfer 
industrial Users'Group 

West Virginia Energy 
Usertf Group 

WasivacoCorp. 

LoUstanaPubric 
Servloe Commission 
Staff 

Louisiana Publte 
Service Commission 
Staff 

Annco Steel Co., 
AlrPn5ducfs& 
Chemicals, Inc. 

ArTTCDAduanced 
Materials Coip., 
AllQghany Ludlum Corp. 

UtHltv 

Connecticut Light 
APowerCo. 

Duke Power Co. 

Potomac Edison Ca 

aiicjnnati(S8&& 

ElacirtcCa 

West Pann Power Co. 

Monongahela Power 
Co. 

Potomac Friisffli Co. 

GuK Slates 
Utmues 

South Central 
Ball Telephone Co. 
and piQ|:K»edmeDger with 
SouthemBellTetephoneCo. 

Cincinnati Gas 
aElacfjicCo. 

West Penn Power Co. 

Exhib i t fSJB-1) 

Page 9 o f 19 

s u b l e c t 

Rerenue raqtaremems. cost-of-
servlce, rats design, dem£md-stde 
management 

Revenue requirements, cost 
aMocaQon, ratBde»gn, demand-
side manageniaiit. 

Costalocstton,i9tsdes|n, 
1990CteanArAclAmendrTOnls. 

Economic analysis of 

cogeneration, avdd cosi rate. 

Economic analysis of proposed 
CWiPRfderfonddD Clean Air 
Act Ameruinwnts axpHnditures. 

Economic analysis of proposed 
CWIP Rider rof199Q Clean Air 
Act Amendments expendJlUfcis. 

Econorifilc analysts of proposed 
CWIP Rider for IddOQaan Air 
Act AniBfldlnQnb enpenditures. 

Results of coinprahHiBftffi 
management audit, 

Analysis of South Central 
Belts restructuring and 

Ra» design. IntermpHbb 
rates, 

EvaluaHonofappropriatB 
avoided capacity costs-
OFpiojecb. 
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Date 

1/92 

fi/92 

8^2 

8/92 

9/92 

10/92 

12/92 

12/92 

1/93 

2/03 

4/93 

7/93 

8/93 

9/93 

Caso 

C.gi3424 

92-02-19 

2437 

Jur i$d ic t . 

PA 

CT 

NM 

R^KI22314 PA 

3S314 ID 

M-^Q920312 PA 

C^fl7 

U-17949 LA 

R.00yV237& PA 

6487 

E002/GR-
92-1185 

EC92 
21000 
eR92-806-

000 
(Rabuttall 

93^114-

E-C 

B30759'eG 

M^D9 
30406 

MD 

MN 

Federal 
Energy 
Regulstoiy 
CommlssiQn 

WV 

FL 

PA 

Expert Testimony Appearances 
of 

Stephen JH Baron 
AsofOctOt^2f iQB 

Partv 
Ouquesnfilmerruptjble 
Complainants 

Connecflcut Industrial 
Energy Consumers 

NeuvMexko 
industrial Intenfflriors 

GPU Industrial 
intsnranors 

Industrial Consumera 
lor Fair Utility Rates 

The GPU Industrial 
inteAiencrs 

Louisiana Putjiic 
SenricB Commission 

Staff 
Armco Advanced 

MBtBiiateCo, 
Tha WPP Industrial 
Intaruenofs 

The Maryland 
Industrial GrtJijp 

North Star Sleel Co. 
Praxair, Inc. 

Louisiana Ruhttc 
Service CominissjDn 
Staff 

Airco Gases 

Florida lidustrial 
Power Users'Group 

LahlghVatloy 
Power Conwilitea 

Ut i l i tv 

Puquesne Light Co, 

yartteaGasCo. 

PuMlcSen'IcBCo. 
of New Mexico 

Mettopolitan Edison 
Co. 

Indiana luBchigan 
power Ca 

Pannsytvar^B 
Electric Ca 

South Central Bell 

Co, 

West Penn Power Co. 

Baltimore Gas & 
Electric Co. 

Northem States 
Power Ca 

Guif States 
Uttili^s/atiergy 
agreement. 

Mononaahala Power 

Co. 

Generic-Electric 

UtnitJes 

Pennsylvania Power 
f l i g h t Co. 

Exhib i t (SJB-I) 

Page 10 o f 19 

Sub jec t 

Indualn'BllnterrUptfbbrate. 

Raiteilc^sn, 

CosHrf-service. 

Cosi'{ikerv)cd,r^ 
design, energy astiHlE. 

Cost-of-servlce, rate design, 
enengy cost rata, rate Ireatment 

Cost-of-aerelce, rate design, 
energy cost rata, rate treatment 

Management aucfit 

Cost-of-sewloB, rate design, 
energy cost rata, SOa aDowanca 
mtfiKsatmBfi 

Etecirlccost^rf-affiviceand 
raJedesIgn, gas rata design 
(fiexftile rates). 

Intanuptible rates. 

Merger of GSU into E n t e ^ 
System; tt^Jacton system 

(ntetniptlUerat^. 

Cost recovery and aRocatjon 
of DSM costs. 

Rstemaldng Ireatment of 
off-system sales revenues. 
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Pate ._ 

11/93 

12/93 

4/94 

5/94 

7/94 

7/94 

a/94 

9/94 

9/94 

9/94 

10/94 

11/94 

2/95 

346 

U-17735 

5-015/ 
GR-94-001 

U-20ir8 

J u r i a d i c t . 

KY 

LA 

MN 

LA 

R-0D9429B6 PA 

94-0035-
E42T 

EC94 
13-QQQ 

R-00943 
Qfll 

R-aD943 

oairnnoi 

U.17735 

U-199D4 

5259-U 

WV 

Federal 
Energy 
Regulatory 
ComrriisslQn 
PA 

LA 

LA 

GA 

EC94-7-000 FERC 
ER94-89a-QDfl 

94m30EG CO 

Expert Testimony Appearances 

Party 

Kentucky Industrial 
unity Customers 

Louisiana Public 
Senflce Commissbn 
Staff 

Stephen J . Baron 
AsofQctolM!r20Qa 

Generic-Gas 
Uiities 

Cajun Electric 
PourorCooperativa 

Large Power intenrenors Minnesota Power 
Co. 

Louisiana Public 

Service Commission 

Amico. Inc; 
Wast Pann Power 
Industrial intanjenors 

WeslVUginte 
Energy Users Group 

Louisiana Public 
Service Commlsalon 

Lfihlgh Valley 
Power CommHlflfl 

Louisiana Public 
Service Commission 

Loulsisna Power & 
Light Co, 

West Penn Power Ca 

Monongahela Power 
Co. 

Gulf Slates 
UtiBtleslEntBrgy 

PennsylvaniB Public 
uttity Commission 

Csjun Electric 
Power Coop&raQuQ 

Louisiana Public Gulf^atss 
SewteConfurtsslon Uiltles 

Georgia PubHc 
Service Commissbn 

Louisiana Public 
Service Commission 

CF&I Steel, LP . 

Southern Ban 
Telephoned 
Teiagraph Co. 

El Paso Electric 
and Central and 
Southwest 

PutHic Service 
Company of 
Cdoradc 

Exhib i t (SJB^l) 

Page 11 o f 19 

SubiKt 

AUccstionQfgaspipeinB 
traisltlon costs - FERC Ordar 636. 

Nuclear plant prudenoa, 
foTEcasting, excess c a r ^ -

Cost allDCBtbn, rata design, 
rale phase^n plan. 

Analysis of least cost 
integrated resource plan and 
demanc^de manaBement piogiam. 

Cost-of-service, allocation of 
rate Increase, rata dasisn, 
emission altowanee sales, and 
operations and maintenanoe expense. 

Co5t^f-se(v{ce,alocationQf 
tats ^crease, and rate design. 

Analysis of eKtandedresenrs 
shutdown units and violallon of 
system agreement tiy Enletgy. 

Analysis of miemiptlbte rate 
tenns and conditions, avai|Bbi%. 

Evaluation of appropriate avoided 
coSrstE). 

Rsvenuoraquiremenb, 

Pmposala to address competitian 
In telecommunlcailon markets. 

M e i ^ economics, fi^msmlssJon 
equalization hold hamtess 
pnsposals. 

^item^tibleistBs, 
costH3f-sen4ce. 
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Date 

4/95 

6/96 

fi/95 

10/95 

10/95 

10/96 

11^5 

7/9B 

7/96 

8/96 

9/9S 

2/97 

6/97 

Case Jur i f id ic t . 

R-00943271 PA 

C.Q0913424 PA 
C-00946104 

ER95-112 
-QOO 

U-214a5 

ER95-1042 

-oao 

U-214a5 

l-94t]D32 

U-21498 

Q725 

U-17735 

U-22Q92 

R-973877 

CivH 
Action 
No, 
94-11474 

FERC 

U 

FERC 

LA 

PA 

LA 

MO 

LA 

LA 

PA 

E x p e r t T e s t i n K i n y A p p e a r a n c e s 

Par ty 

PP&LlKiu5triat 
Customer Alianis 

Duquesne intemJntihln 
Complfflnants 

LauBiana Public 
Service Commission 

Louisiana Public 
SeNioeCommissiQn 

Louisiana PuMc 
SanricB Commission 

Louisiana PubHc 
Service Commission 

industrial Energy 
Consumers of 

Pennsylvania 

Louisiana Public 
Service Comoiisslon 

Maryland industrial 
Group 

Louisiana Public 
Sewica Commission 

Louisiana Public 
Ssfvlfie Commission 

Philadelphia Area 
Industrial Energy 
Users Group 

USBanl(- Louisiana Putilic 
rupfcy Sawlce Commisslan 
Court 
MitWlBDislrict 
Of Louisiana 

Stephen J . Baron 
A&ofOctQf)6r2008 

Utitttv 

î ennsylvanta Power 
aUghtCo. 

Duquasrw Light Ca 

Entergy Seivlcas, 
Inc. 

Gulf states 
milliasCoinpany 

System Enaigy 
Resources, Inc. 

Gulf Slates 
UtmiiesCo. 

State-wide-
all utilities 

Central tjnijsiana 
ElsctricCo. 

Baltimore Gas Ji 
Elec, Co., Potomac 
£l6C.Po*erCo., 
ConstBliation Energy 
Co, 

CaJunFlectdC 
Power Cooperative 

EntorgyGuif 

Sla(as,inc 

PFCn Energy Co. 

C9]un Electric 
Power Cooparallve 

ExHittit (SJB ' I ) 

Page 12 o f 19 

Subjec t 

Coel-oif-sarVice,BlkKationoJ 
rate increase, raia design, 
imerrupUble rates. 

IntHmjpfiblB rates. 

Open Access Transmtssicn 
Tariff-Vlfh0)es£lla 

Nuclear decommisaiDning, 
revepuerequiremerytS, 
capital stmcture. 

Nuclear dtninrimissianing, 
revenue requlremants. 

Nuclear decommissioning and 
cost of debt capital, c ^ 
atnjdure. 

Retail competition Issues. 

Revenue t^uirarrent 
analysis. 

RatemaWnB Issues 
associated wilh a Maimer. 

Revenue requirsmenis. 

Decommjssjoning, weather 
normatizBfon, C^) l^ 
structura. 

Compefitiverestfuciuririg 
policy Issues, stranded cost, 
transltlcfft charges. 

Confirmation of reoiganizalion 
plan: analysis of rale paths 
produced by competing plans. 

J. KENNEDY AND ASSOCIATES, INC 



OCT-31-2008 FRI 02:43 PH BOEHfl KURTZ i LOWRY FAK NO, 5134212764 P, 56 

Expert Teetimony Appearsmces 
of 

Stephen J . Beron 
As of October 2008 

ExhibU (SJB-1} 
Page 13 of 19 

Date Casd Jurisdlct. Partv utility Sutaiecit 

6/97 

6/97 

7/97 

10/97 

10/97 

10/97 

11/97 

11/97 

12/97 

12/97 

R^973S53 

B73B 

R-973954 

97-204 

R-974Qaa 

R-974D09 

U-22491 

P-9712S5 

R-9739B1 

R-974104 

3,'08 U-22Q92 
(Allacatad Stranded 
Cost Issues) 

3/90 

12/98 

U-22a92 

U-17735 

6794 

PA 

MO 

PA 

KY 

PA 

PA 

LA 

PA 

PA 

PA 

LA 

MD 

Philadelphia Area 
Industrial Eneigy 
Users Csroup 

Maryiaiwt Industrial 
Gmup 

PP&L Industrial 
Customer Alliance 

Alcan Aluminum Carp. 
SoulhWHBCOl 

Metn>polltan Ecfeon 
Industrial Users 

Pennsylvania Elsdrlc 
industrial Customer 

LoLiisians Public 
Service Commission 

PhiiadalphlaArsa 
industrial Energy 
users Group 

West Penn Power 

industrial Intenrenors 

Duquasna Industrial 
inisrvenors 

Louisbna Public 

Service Commission 

Louisiana Public 
SenflceCommiSfitan 

Louisiana Public 
Service Commission 

Maryland industrial 
Group and 

PECO Eneigy Co. 

Generic 

Retail competition Issues, rate 
ur^bundllng, sanded cost 
analysis. 

Retail competition Issues 

Pannsytvanla Power 
& Light C a 

Big River 
Electric Cor^ 

Metropoliten Edison 
Co. 

Pennsylvania 
Electric Co. 

Entergy QuK 
States, Inc. 

E n i w Energy 
SenricBs Power, Inc./ 
PECO Energy 

West Penn 
Power Co. 

Duquasna 
Light Co. 

Quif Slates 
Utilities Co. 

Gulf States 
UtSitiea, Inc. 

CaJun Electric 
Power Cooperative, 
Inc 

Balilmore Gas 
and Electric Co. 

Ratal competilion Issues, rate 
unbundling, stranded cost analysis. 

Analysis of cost of service issues 
• Big Rivers Restructuring Plan 

Retail compeBticn Issues, rata 
unbundling, stranded cost analysis. 

Retalcwnpelltton Issues, rale 
unbundling, stranded cost analysis. 

Decomniissioning, weather 
normafeaBon, capital 
stmctLfi^ 

Analysis olRetaH 
Restructuring Pmno!>al. 

Retail competition issues, rate 
unbundling, stranded cost 
analysis, 
Retail competllion issues, rate 
unbundling, Stranded cost 
analysis. 

Retail compalHIon, stranded 
costquantHicatlon. 

Stranded cost quanttllcaibn, 
lastnjcluring issues. 

Revenue requirements analysis, 
weather nDrmBf7flfinn, 

Elecfric utility naslnicturlnQ, 
stranded cost iecovefy.i:ate 
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Expert Testimony Appeerances 
of 

Stephen J. Baron 
As of October 2008 

Exhibit _^^JB^1) 
Page 14 of 19 

Date Case Jurisdtct Partv umit^ Subject 
Millennium inorganic 
Chemicals inc. 

unbundling-

12/96 U-23358 

G/99 EC-98-
[Cross-4D-0DQ 
Answering Testimony} 

5/99 9 M 2 6 
(Response 
Testimony) 

S/99 98-0452 

7/99 99-03-35 

IA 

FERC 

KY 

WV 

CT 

7/99 Adversary U.S. 
proceeding Banltruptcy 
No. 96-1065 Court 

7/99 99-03-06 

10/S9 U-241fi2 

12/99 U-17735 

03/00 U-1773S 

Oarao 99-1658-
EL-ETP 

CT 

LA 

LA 

U 

OH 

Louisiana Public 
Sen/ice Commission 

Louaana Public 
Sen/icaComm'Bsion 

Kentucky Industrial 
UtilliyCusioni&rs.|nc. 

West Virginia Enatgy 
Users Gmup 

ConnecDcul Industrial 
lEnergy Consumers 

Louisiana Public 
Ssn/tca Commission 

Connecticut Industrial 
Energy Consumers 

Louisiana Public 
SsrvceCommiSBiDn 

loutsiana Public 
Sarvica Commission 

Louisiana Public 

Service CommlSSiCHi 

AK Steel CorpoTBtjon 

EntsrsyGii f 
States, Inc. 

American Electric 
Power C a & Central 
South West Corp. 

Loulsuiile Gas 
&EtecirlcCo. 

Appalachian Power, 
Monongahela Power, 
& Potomac EdtBon 
Companies 

United llumirattng 

Company 

Cajun Electric 
Power Cooperative 

Conrwr^tlfaitLiiit 

& Power Co. 

En te rs Gulf 
States, Inc. 

C^un Electnc 
Power Cooperative, 
Inc 

Cajun Electric 
PowBt Cooperative, 
Inc. 

Cincinnati Gas & 
Electric Co. 

Nuctear decommisslDning, wealher 
nimnaiizBtion, Entargy System 
Agreement. 

Merger issues related to 
maritfitpMiBr R H ^ o n proposals. 

PBffonnance based regulation, 
seQlsmant proposal issues, 
cTOS^SUbsWIes between eledric. 

gas services. 

Electric utility restruduring, 
stranded cost recovery, rate 
unbundling. 

eecthcmmty restructuring, 
stranded cost recovery, rate 
unbundling. 

Motion to dissotve 
p r e l m i n ^ injunction. 

ElecirictJlllliyr&struciurina. 
stranded cost recovery, rata 
unbundling. 

Nudasr riemnmtssionlng, weather 
normafeation, Entergy System 
AgreemenL 

AnanlysiofProposad 

Contrart Rates, l«6rtfflt Rates. 

E v ^ t l o n of Cooperative 
Fewer Contract Eleaians 

ElBctric utility restructuring, 
stranded cost recovery, rata 
L^bundllng, 

1 

J. KENNEDY AND ASSOCIATES, INC. 



OCT-31-2008 FRI 02:43 PM BOEHfl KURTZ & LOWRY FAX NO, 5134212764 F, 58 

P j t e -

03/00 

OB/00 

10/00 

12/00 

12/00 

04/01 

10/01 

11/01 

11/01 

03/02 

06/02 

07/02 

Gaaa 

99-0452 
E^31 

00-1050 
E-T 

Q0-1051-E-T 

SOAH 473-
00-1020 
PUC2234 

U-24893 

Jurisdtet 

WVA 

WVA 

TX 

U 

E L O O ^ LA 
OO0&ER00-2&54 
EL95-33.0D2 

U.21453. 
U-?n925. 
U.22Q92 

LA 

Expert Teellmony Appearances 

i 

Partv 

WestWrginla 
Energy Usas Group 

West Virginia 
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£xpandad 1 ^ Energy CosfENEC" 
Analysis. 

Ohio Edison, Toledo Edison Recovery of iieferred Fuel Cost 
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AMENDMENT TO r r s CORPORATE ) 
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TRANSFER OF CERTAIN GENERATING ) 
ASSETS ) 

And 

IN THE MATTER OF THE APPLICATION ) 
OF OHIO POWER COMPANY FOR ) 
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BEFORE THE 

PUBLIC UTILITIES COMMISSION OF OHIO 

IN RE: IN THE MATTER OF THE APPLICATION ) 
OF COLLTVIBUS SOUTHERN POWER ) 
COMPANY FOR APPROVAL OF ITS ) 
ELECTRIC SECURITY PLAN; AN ) CASE NO- 08-917-EL-SSO 
AMENDMENT TO ITS CORPORATE ) 
SEPARATION PLAN; AND THE SALE OR ) 
TRANSFER OF CERTAIN GENERATING ) 
ASSETS ) 

And 

IN THE MATTER OF THE APPLICATION ) 
OF OfflO POWER COMPANY FOR ) 
APPROVAL OF r r s ELECTRIC SECURITY ) CASE NO. 08-918-EL-SSO 
PLAN; AND AN AMENDMENT TO ITS ) 
CORPORATE SEPARATION PLAN ) 

DIRECT TESTIMONY OF LANE KOLLEN 

L QUALIFICATIONS AND SUMMARY 

1 

2 Q. Please state your name and business address, 

3 A. My imme is Lane Kollen. My busmess address is J. Kennedy and Associates, Inc. 

4 CKemiedy md Associates")* 570 Colonial Park Drive, Suite 305, Roswell, 

5 Georgia 30075, 

6 

7 Q, What is your occupati<>n and by whom are yon employed? 

S A. I am a utility rate and planning consultant holding the position of Vice President 

9 and Principal with the firm of Kennedy and Associates. 
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I 

2 Q. Please describe your professional experience and education, 

3 A. I hold both a Bachebr of Business Administration in Accountmg degree and a 

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

5 hold a Master of Arts degree from Luther Rice University. I am a Certified PubUc 

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

7 numerous professional organizations, 

S 

9 I have been an active participant in the utility industry for more than thirty years, 

10 both as an employee of The Toledo Edison Company from 1976 to 1983 and as a 

11 consultant in the industiy since 1983. I have testified as an expert witness on 

12 planning^ ratemaking, accounting, finance, and tax issues in procee^togs before 

13 regulatory commissions and courts at the federal and state levels on nearly two 

14 hundred occasionSj including proceedings before the Public Utilities Conomission 

15 of Ohio. My qualifications and regulatory appearances are turther detailed in my 

16 Exhibit__(LK^l). 

17 

18 Q. On whose behalf are you testifying? 

19 A. I am testifying on behalf of ihe Ohio Energy Group, Inc. ("OEG"), a group of 

20 large customers who take electric service from Ohio Power Company and 

21 Columbus Southern Power Company ("OPC" and "CSP," "Companies," 

22 "utilities," or "distribution utilities"). These OEG members are: AK Steel 

23 Corporation, Ani^orMittal USA. Brush Welhnan, BP-Husky Refinmg, LLC, E.I. 
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1 duPont de Nemours and Company, Ford Motor Co., GE Aviatton, Griffin Wheels 

2 PPG hidustries, Inc., Republic Engineered Products, Inc., Severstal Wheeling, 

3 Inc., (fonnerly WCI Steel), The Procter and Gamble Co,, and Worthington 

4 Industries. 

5 

6 Q. Please describe the purpose of your testimony. 

7 A. The purpose of my testimony is to address certain aspects of the Companies' 

8 proposed Electric Security Plans ("ESP"X including the Companies' proposal to 

9 purchase capacity and energy at market prices in increasing proportions to reflect 

10 "the continuing transition to maricet," the recovery of carrying costs on 

11 environmental investments incurred prior to January 1, 2009, the proposed 3% 

12 (for CSP) and 7% (for 0?) annual non-FAC generation increases, the sale or 

13 transfer of certain generating assets and purchased power agreements and 

14 entitlements, and the application of the "significantly excessive" earnings test, 

15 

16 Q. Please summAnze your testimony. 

17 A. The Commission should modify the Companies' proposed ESPs to limit 

18 recoveries through their proposed Fuel Adjustment Clause ("FAC") riders to costs 

19 that are prudently incurred in accordance with the requirements of SB 22L The 

20 Commission should reject the Companies' request to include the costs of 

21 purchases at market prices equal to S% of their loads in 2009, 10% in 2010 and 

22 15% in 2011. These purchases are not prudent because they will uneconomically 

23 displace lower cost Company owned generation and cost-based purchased power 
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1 thai is available to meet their loads. The total harm to ratepayers from the 5%, 

2 10%, 15% market purchase proposal over three years is $452 million for OPC and 

3 $418milUonforCSP. 

4 

5 The Commission also should modify Ihe Companies' proposed FAC riders to 

6 include the incremental mcreases in AEP pool capacity revenues received (the 

7 Companies already propose to include AEP pool capacity payments made) and 

8 off-system sales margins over the baseline amounts aheady included in present 

9 rates. 

10 

11 The Commission should reject the Companies* proposal to increase their non-

12 FAC basic generation rates by 3% and 7% for CSP and OPC, respectively. These 

13 proposed increases are not cost-based and arbitrarily add $86,974 million to the 

14 cost of CSP's ESP over tiie initial three year term and $262,527 million to the cost 

15 ofOPC'sESP. 

16 

17 The Commission should reject the Companies' proposal to increase their basic 

18 generation rates to mclude incremental carrying charges on environmental 

19 investment incurred during 2001-2008. The Companies' request is mconsistent 

20 with the statute, which allows such recoveries only for costs incurred on and aiter 

21 January 1, 2009. For costs mcurred in 2009 and subsequent years, the 

22 Commission also should modify the computation of the Companies' proposed 

23 carrying charge rate to reflect the Section 199 deduction in the mcome tax 
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1 expense component The Commission already decided this issue and required this 

2 offset to the Companies' environmental revenue requirement m Case No. 07-63-

3 EL-UNC. 

4 

5 The Commission should reject CSP's request for authorization to sell or transfer 

6 thousands of megawatts of generation capacity and reject the Companies' 

7 notification that they may sell or transfer various low cost "generation 

8 entitlements" (purchased power contracts or entitlements) without seeking the 

9 Commission's autliorization. Such sales or transfers will result in substantially 

10 increased costs for Ohio consumers. For CSP, rates would go up because CSP 

11 would become more deficit m the AEP pool, thus increasing its capacity 

12 equalization payments to its affiliate utilities. OPC would become less surplus in 

13 the AEP pool, thus reducing its capacity equalization receipts from its affiliate 

14 utilities. Energy costs for each of the Companies would also increase. The 

15 Companies have presented absolutely no economic analysis or study to support 

16 these very significant proposals, 

17 

18 Finally, the Commission should decide in this proceeding the structure of the 

19 "significantly excessive earnings" test and how it will apply the test in the annual 

20 review proceedings so that all parties know the rules going into 2009 and so that 

21 the Companies can properly account for any refimd obligations m their financial 

22 statements, hi conjunction with the significantly excessive earnings test, the 

23 Commission should reject the Companies' proposals to; 1) exclude off-system 
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1 sales margins, 2) ignore fuel adjustment clause ("FAC") deferrals, 3) average 

2 actual earned returns of the Companies for the review year, mstead of applying 

3 the test on an mdividual utility basis as set forth m the statute, and 4) avenge 

4 actual earned return returns of die Companies over a three year period, instead of 

5 performing the test annually as required by the statute. 

6 

7 The remainder of my testhnony is structured to sequentially address each of the 

8 preceding issues. 
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1 H. THE PROPOSED FUEL ADJUSTMENT CLAUSES SHOULD BE MODIFIED 
2 TO EXCLUDE THE 5%, 10% and 15% MARKET PURCHASES, TO 
3 INCLUDE PROFITS FROM OFF SYSTEM SALES, AND TO INCLUDE 
4 CAPACITY EQUALIZATION REVENUES 
5 

6 Q, Pleaise describe the AEP-East Interconnection Agreement. 

7 A. Because many of the issues in this case are impacted by the AEP-East 

8 Interconnection Agreement it is important to understand how h operates. 

9 

10 The AEP-East Interconnection Agreement, originally entered into on July 6, 

11 1951, is an agreement among the AEP-East Operating Companies, under which 

12 the individual generation resources of the participatmg companies ("Members") 

13 are dispatched on a single-system basis, and the costs and benefits of generation 

14 resources are shared on a system-wide basis, The Members are OPC, CSP, 

15 Kentucky Power Company, Indiana & Michigan Company, and Appalachian 

16 Power Company (Virginia and West Virginia). The Interconnection Agreement is 

17 a FERC-approved rate schedule. 

18 

19 The Interconnection Agreement provides for meeting total system energy 

20 requirements on a least-cost basis from among available resources. AEP Service 

21 Corporation, acting as agent for the Members, dispatches energy on an economic 

22 basis, assigning the highest incremental cost to off-system sales. Each Member 

23 meets its requirement initially out of its own generation to the extent dispatched, 

24 and thereafter through primary purchases from affiliates. The Interconnection 

25 Agreement prices such purchases at the delivering Member's average cost of 
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1 generation for tlie month. 

2 

3 Revenues from off-system sales are initially allocated to the Member providing 

4 the generation dispatched for each sale up to the amount of its generation costs for 

5 the sale. Above that point, the Members share net revenues (profits or margins) 

6 from such sales on the basis of their Member Load Ratio ("MLR"> the ratio for 

7 each Member's Non-Coincident Peak ("NCP") load over the latest twelve-moatii 

8 period to the sum of NCP loads for all Members over the same period. Likewise, 

9 AEP Service Corporation makes energy purchases on a system basis and 

10 apportions the cost by MLR to Members. 

11 The Interconnection Agreement also contains a capacity equalization mechanism 

12 to levelize capacity mvestment imbalances among the AEP-East Members as they 

13 rotate the construction of new generation. Each participating Member bears its 

14 proportionate share of the system's total capacity and reserves based on the MLR, 

15 The 'deficit' Members make capacity payments to the ^surplus" Members based 

16 on the surplus Member's weighted average embedded costs of investment in its 

17 non-hydroelectric generating plant expressed on a per kilowatt per month basis 

18 plus associated fixed operating costs. 

19 

20 Q. Please describe the Companies' proposal to include purchased power at 

21 market prices in their FAC riders. 

22 A. The Companies propose to include the costs of purchased power acquired at 

23 market prices for 5% of their loads in 2009, 10% m 2010 and 15% in 2011. 
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1 Companies' witness Mr. Baker describes this aspect of their proposed ESPs as "a 

2 limited feature for the continuing transition to market rates," (Baker Dfrect at 22). 

3 The Companies have included the estimated effects of these purchases m their 

4 projected FAC rates for 2009 using their prajections of market prices for Ihe 

5 Market Rate Offer ("MRO") option in the MRO versus ESP comparison found on 

6 Baker Exhibit J C B ^ 

7 

8 Q, What is the estimated cost of such purchases at market prices? 

9 A, The Companies estimate that CSP will be able to purchase for $88.15 per mWh 

10 and OPC for $85,32 per mWh m 2009, 2010 and 2011, although the actual 

11 purchase prices will be reflected in the Companies' FAC riders, not these 

12 estimates prices. The Companies estimate that tiiese purchases will cost CSP 

13 $100 million in 2009, $200 million in 2010 and S300 milhon in 2011, for a total 

14 of $601 million over the initial term of the ESP. The Companies estimate tliat 

15 these purchases will cost OPC $120 million in 2009, $240 million m 2010, and 

16 S360millionin2011,foratotalof$72lmillionoverthemitialtetmoftheESP. 

17 

18 Q, Do the Companies need these purchases to meet their loads? 

19 A. No. ID 2007, OPC and CSP had non-requirements sales for resale (to the other 

20 AEP Companies and to the AEP System pool for sale off-system) of 29,874 gWh 

21 and 10,697 gWh, respectively. In 2009, tine Companies project that OPC and CSP 

22 will have non-requirements sales for resale of 27,027 gWh and 5,698 gWh, 

23 respectively, based on Companies' witness Mr. Nelson's Exhibits PJN-6 and PJN-
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1 3, respectively. In 2009, these sales for resale represent 46% of OPC's available 

2 energy sources and 19% of CSP's. 

3 

4 These off-system sales figures demonstrate that both Companies afready have 

5 significant amounts of surplus energy. To put this in perspective consider that m 

6 2009, OPC's forecasted off-system sales of 27,027 gWh are almost equal to its 

7 2009 forecasted native load sales of 28,151 gWh. For CSP, its 2009 forecasted 

8 off-system sales are more tiian 25% of its 2009 forecasted native load of 22,715 

9 gWh. 

10 

11 Q, Aside from the need aspect, are such purehases at market prices cost-

12 etTective for the ratepayers? 

13 A. No. The cost of these purchases is tar greater than the Companies would have to 

14 pay to purchase from the AEP pool pursuant to the AEP Interconnection 

15 Agreement. The Companies legally are entitied under the Interconnection 

16 Agreement, a FERC-regulated rate, to power that is available from their sister 

17 companies at a significantiy lower cost, as I previously described. The following 

18 table provides the average monthly rates at which each Company bought bom tiie 

19 AEP pool during 2007 and tiic first six montiis of 2008 and demonstrates that tiic 

20 costs of such purchases were a mere fraction of the cost of the purchases at 

21 market prices that are proposed by the Companies. 
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AVERAGE COST OF AEP POOL PURCHASES 

Month 

Jan 2007 
Feb 2007 
Mar 2007 
Apr 2007 
May 2007 
Jun2007 
Jul 2007 

Aug 2007 
Sep 2007 
Oct 2007 
Nov 2007 
Dec 2007 

Avg2007 

Jan 2003 
Feb 2008 
Mar 2008 
Apr 2008 
May2Q0a 
Jun 200B 

Avg 7/07-6/08 

CSP Pool Purchases 
Purcfiases 

?/mWh 

$29.13 
S31.05 
$29.51 
$27.91 
$19.77 
$17.78 
$ia.49 
$19.30 
$18.61 
$21.07 
$20.65 
$20.92 

Purchased Purchases 
mWh 

e©2.S37 
690.393 
&42,Q20 
951,075 

1.226,732 
1,362.315 
1,420.635 
1,157,0ia 
1,311.165 

869,647 
1.066.288 
1,156,865 

$22.35 13.346,000 

$20.40 
$22.53 
$24,00 
$24.56 
$23.87 
$27,56 

$21.86 

1.311.029 
1,017,202 
1,202,286 
1,146,061 
1,156.946 
1.287,479 

14,102,821 

$000 

28.924 
27,650 
27.801 
26,547 
24.236 
24,219 
26.268 
22,325 
25,717 
18,329 
22,016 
24,196 

298,226 

26,748 
22.918 
28,852 
26.131 
27,613 
35,484 

309.595 

OPF 'ool Purchas( 35 

PuFchasfifi Purchasect Purchases 
$/mWh 

$24,69 
$26.60 
$22.98 
$23.99 
$26.42 
$26.45 
$23.89 
$27.75 
$2S.5S 
$26.96 
$26.67 
$25.21 

$26.61 

$24.85 
$27.32 
$29.20 
$29.45 
$27.63 
$34.89 

$27.21 

mWh 

253,765 
191,341 
318,558 
310,294 
312,309 
399,654 
520.874 
445.639 
447,590 
387,635 
356.437 
406,609 

4.350.7O5 

476,442 
390.113 
331,560 
303,402 
397,894 
371.354 

4,835,549 

$000 

6.266 
5.09O 
7.322 
7,443 
6,252 

10.571 
12.442 
12,369 
11,448 
10,452 
9,507 

10,251 

111.411 

11.838 
10,659 
9,711 
6,936 

10,994 
1Z.9S8 

131.563 1 

2 

3 In essence, the Companies propose to purchase large blocks of power at maiicet 

4 prices csd,mated at $8532 for OPC and $88.15 for CSP when OPC can purchase 

5 from tiie AEP pool at $25.61 to $27.21 based on its recent actual 12 month 

6 purchases from the pool and CSP can purchase at S22,35 to S21.88 based on its 

7 recent purchases. That obviously is detrimental to ratepayers. 

8 

9 In addition, the Companies legally are obligated under the Interconnection 

10 Agreement to sell power they have available to the other Pool Members. 

H Consequentiy, the Companies would be required to sell any excess power 

12 resulting from tiieir 5%, 10% and 15% purchases into the AEP pool at 

13 significantly lower rates than they paid. As I noted previously, OPC sells huge 
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amounts of power to the AEP pool and CSP also sells to tiie ABP pool Hie 

following table provides the average montiily rates at which each 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 to the 

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

AVERAGE PRICE FOR AEP POOL SALES 

Month 

Jan 2007 
Feb 2007 
Mar 2007 
Apr 2007 
May 2007 
Jun 2007 
Jul 2007 

AUQ2007 
Sep 2007 
Oot2007 
^tov 2007 
Dec 2007 

Avg 2007 

Jan 2006 
FBb2Q0S 
Mar 2008 
Apr 2008 
May 2008 
Jun 2008 

Avg 7/07-̂ 6/08 

CSP Pool Sales 
Sales 

$/mWh 

$22.69 
$25.43 
$24.07 
$25.15 
$30.78 
$36.17 
$32.14 
$38.47 
$29.03 
$32.21 
$24.53 
$30.37 

$30.39 

$27.35 
$29.32 
$30.93 
$28.48 
$25.47 
$43.97 

$31.51 

Sales 
mWh 

268.339 
190,357 
200,464 
293,199 
370.039 
447,602 
485.351 
500.355 
417,396 
333,138 
345,166 
269,366 

4,119.324 

353,432 
240,322 
160,126 
211.393 
298,248 
318^98 

3.932.693 

Sales 
$000 

6.045 
4.840 
4,966 
7,374 

11,390 
10.196 
15.601 
19.251 
12,118 
10,729 
8,466 
B,l8fi 

125,184 

9.668 
7,047 
4.957 
6.021 
7,895 

13,988 

123.930 

0 
SfiteS 

$/mWh 

$32.56 
$35.42 
$51.98 
$4879 
$36,07 
$31.72 
$31.31 
$31.32 
$25.58 
$29.19 
$28.36 
$58.74 

$34.54 

$32-11 
537.87 
$34-78 
$3995 
$39.08 
$43.10 

P Pool Sales 
Sales 
mWh 

1,667.190 
1,528.166 

923,745 
927,439 

1,460,726 
1.824.340 
1.971,537 
1,932,121 
2,194.261 
2,083,690 
2,251,702 
1.084,202 

19.849,121 

2,207.649 
1,871.188 
2,093,351 
1.612,188 
1.812.021 
1.956.793 

$34.98 22.870,703 

Sates 
$000 

54.28B 
54.13S 
48,015 
45.248 
52,695 
57.8Sfi 
61,722 
60.513 
62,823 
60,617 
63,866 
63,689 

685,672 

70.898 
6^,292 
72.802 
64.403 
70,818 
84.339 

799,984 

In essence, the Companies propose to purchase at $85.32 for OPC and $88.15 for 

CSP and sell into tiie AEP pool for OPC at $34.54 to $34.98 per mWh for recent 

12 montii periods and for CSP at $30.39 to $31,51 per mWh. That proposal 

obviously is extremely hairolul to ratepayea-s. 
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1 OEG witness Mr. Stephen Baron has prepared a quantification of the mcrease m 

2 the Companies' friel and purchased power expenses due to the proposed 5%, 10% 

3 and 15% purchases. He quantified a barm to CSP ratepayers of $75.4 million 

4 annually for each 5% of load supplied by tiiese proposed market purchases and to 

5 OPC ratepayers of $69,6 million. Over tiie initial titf ee-year term of tiie ESP, tiie 

6 harm to OPC ratepayers would be $452 million and to CSP ratepayers would be 

7 $418 million. 

8 

9 Q. Will these proposed 5%, 10% and 15% market purchases result in exportiiig 

10 the Companies' lower costs io the other A£F Members and rate 

11 jurisdictions? 

12 A. Yes. If the Companies purchase at market, then these high cost purchases will 

13 push lower cost energy to the other AEP Members, which in turn will benefit their 

14 ratepayers. Transferring ti:us lower cost power to tiie AEP System also will allow 

15 tiie AEP System to sell more power in the off-system sales market to tiiiid parties, 

16 which, in. turn will provide additional off-system sales margins. These margins are 

17 allocated amoi^ tiie AEP Members pursuant to tiie FERC-approved 

18 Interconnection Agreement on, the basis of each AEP Company's Member Load 

19 Ratio share. AEP shareholders also retain part of the profit from off-system sales. 

20 

21 Consequentiy, under the Companies' proposal, the additional costs of the 

22 purchases at market will be assigned directiy to the Ohio retail ratepayers, while 

23 the benefits of lower cost generation will be exported to the other AEP Manbers 
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1 and other retail jurisdictions, such as West Vfrginia, Virginia, Kentucky, todiana, 

2 and Michigan, In addition, the increased AEP System off-system sales margins 

3 will be sliared witii AEP's shareholders and with tiie otiier AEP Members and 

4 their ratepayers in other states. 

5 

6 Q* Bo the Companies propose to include the off-system sales margins in their 

7 proposed FAC riders? 

8 A. No. The Companies exclude all ofP-system sales margins from their proposed 

9 FAC riders. Thus, the increased costs will be recovered by the Companies 

10 throug tiaeir FAC riders, but none of the increased margins will be used to reduce 

11 tiie costs charged to Ohio ratepayers. 

12 

13 The margins &om off-system sales are large. In 2007, the profit ftom off-system 

14 sales received by OPC was $146.7 million and for CSP was $124.1 million, based 

15 on the monthly AEP System reports provided by the Companies in response to 

16 0EG-2-L In each of the jurisdictions that AEP operates profits fi^m off-system 

17 sales are used by tiie state commissions to lower rates. For example, in West 

18 Virginia profits fi:om off-system sales are flowed through to ratepayers 

19 automatically tiirough their fuel adjustment clause. In Kentucky, profits fi'om off-

20 system sales are reflected in base rates and the fuel adjustment clause. While the 

21 FERC-approved Interconnection Agreement requires that profits from off-system 

22 sales be treated as income to the utilities, each state commission determines its 

23 own retail ratemaking treatment. AEP*s proposal to insulate off-system sales 
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1 profits fi^m Ohio ratemakii^ jurisdiction would be discriminatory. It would 

2 place Ohio at a disadvantage compared to West Virginia, Virginia, Kentucky^ 

3 Indiana and Michigan. 

4 

5 Q. Should the Commission adopt tiie Companies' proposal to inelude the 5%, 

6 10% and 15% market purchases in tiieir FAC riders? 

7 A. No. The proposed costs are imprudent and unreasonable. The harm to OPC 

8 consumers is $452 million and to CSP consumers $418 million, 

9 

10 Tlius, the Companies' proposal fails to meet tiie tiireshold Section 4928,143{B)(2) 

11 requirement that all costs recovered through automatic riders, such as the FAC, be 

12 "prudentiy incurred." The Companies carry die burden of proof on tiiis issue. 

13 

14 Q. Please describe the AEP Pool capacity payments and receipts. 

15 A. The AEP Interconnection A^eement requires Members tiiat are capacity "deficit" 

16 to pay flie ottier Members tiiat BTQ capacity "surplus" a montiily capacity 

17 equalization charge. OPC is considered a "surplus" Member, so all "deficit" 

18 Members must pay OPC a charge to equalize tiieir edacity costs. CSP is a 

19 "deficit" Member, so it must pay all surplus Members a fee to equalize flieh 

20 capacity costs, 

21 

22 Q, How do the Companies propose that these AEP capacity receipts (OPC) and 

23 capacity payments (CSP) be reflected in their FAC riders? 
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1 A. Tlie Companies do not propose to include any AEP pool capacity receipts as an 

2 offset to the costs recovered in their proposed FAC riders, accordmg to the detail 

3 shown on Mr. Nelson's Exhibits PJN-4 and PJN-5 for OPC.̂  Consequently, tiie 

4 additional AEP pool capacity receipts will be retained by OPC and will not be 

5 flowed tiirough to tiie ratepayers who pay for the generation tiiat allows OPC to 

6 receive tiie receipts. 

7 

8 This asymmetry is unreasonable. If tiie capacity equalization payments made by 

9 CSP are charged to ratepayers in tiie FAC, then tiie capacity equalization revenues 

10 received by OPC should be credited in tiie FAC. 

11 

12 Q. How should the Commission modify the Companies' proposed FAC riders? 

13 A. Tliere are tiiree changes tiiat are essential before tiie Commission can reasonably 

14 find tixe costs recovered tiwough die Companies' FAC riders will be "prudentiy 

15 incuned" and that "benefits derived" are "made available to tiiose who bear tiie 

16 surcharge." The fhrst modification is to reject the Companies' proposal to 

17 purchase power at market prices equal to 5% of their loads in 2009,10% in 2010, 

18 and 15% in 2011. The second modification is to include the incremental AEP 

19 pool capacity payments received by tiie Companies. The third modification is to 

^ Exhibit PJN-5 line 38 shows die amount in account 555 purchased power 
included for AEP pool capacity of $0 and includes a footnote that this applies only to 
CSP. ha other words, it only is included m tiie Companies' proposed FAC if tiie amount 
is positive, i.e. a payment, which is the case for CSP. 
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1 include tixe incremental off-system sales margins allocated to each Company 

2 tiirough the AEP Interconnection Agreement. 
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1 m . THE COMMISSION SHOULD REJECT THE PROPOSAL TO 
2 ARBITRARILY INCREASE NON-.FAC GENERATION RATES 
3 ANNUALLY BY 3% FOR CSP AND 7% FOR OPC 
4 

5 Q. Please describe the Companies* proposal to increase their non-FAC basie 

6 generation charges by annua! percentages during the initial term of their 

7 ESPs. 

8 A. None of the Companies' witnesses described this aspect of tiis Companies' ESPs 

9 other than to address tiifi computation of these amounts as reflected on Mr. 

10 Baker's Exhibit JCB-2 and Mr. Roush's Exhibit DMR-1. However, tiie 

11 Companies' ESPs include increases hi the basic generation rate (non-FAC rate) of 

12 3% annually for CSP and 7% annu^y for OPC. 

13 

14 This results in annual non-FAC increases of $14,209 million m 2009, $14,636 

15 million in 2010 and $15,075 million in 2011 for CSP, according to Mr- Roush's 

16 Exlijbit DMR4 page 1 of 2, with a total over the tiiree years of $87 million, 

17 according to Mr. Baker's Exhibit JCB''2. This results m annual non-FAC 

18 increases of $41,771 million m 2009, $44,695 miUion in 2010 and $47,824 

19 million m 2011 for OPC, according to Mr. Roush's Exhibit DMR-1 page 2 of 2, 

20 with a total over the three years of $263 million, according to Mr, Baker's Exhibit 

21 JCB-2. 

22 

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

24 increases in the non-FAC basic generation rates? 
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1 A. No. 

3 Q. Does SB 221 contemplate such arbitrary rate increases? 

4 A. No. It is my understanding as a regulatory expert, and not as a lawyer, that the 

5 provisions of SB 221 that authorize rate increases pursuant to an ESP require that 

6 such increases be based on prudently mcurred costs. 

7 

S Q. Should the Commission authorize these $87 million and $263 million 

9 generation rate increases? 

10 A. No. These proposed increases are arbitrary and are not consistent with the 

11 requirements of SB 221 fox increases based on prudentiy incurred costs. In 

12 addition, the Companies have utterly failed to meet their burden of proof as set 

13 forth in SB 221. 
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1 IV. THE COMMISSION SHOULD MODIFY THE PROPOSAL FOR 
2 ENVIRONMENTAL CARRYING COSTS 
3 

4 Q. Please describe the Companii^' proposal for recovery ol environmeatal 

5 carrying charges? 

6 A. The Companies propose to include in theh: basic genemtion rate recovery of 

7 "environmental carrying charges." The proposed charges consist of a grossed-up 

S rate of return on environmental investment plus depreciation plus property taxes 

9 and administrative and general expenses, according to the detail provided on 

10 Companies' witness Mr, Philip Nelson's Exhibits PJN-8, PJN-9 and PJN-10. The 

11 proposed charges include these carrymg charges on environmental investment 

12 mcurred during 2001 through 2008 (retroactive portion) and annual increases due 

13 to environmental capital additions startuig in 2009 (prospective portion). 

14 

15 Q. Do you agree with the Companies* proposed recovery of carrying costs on 

16 environmental capital additions starting in 2009 (prospective portion)? 

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

IS witii tiie requirements of Section 4928.143(B)(2)(b), which allows utilities to 

19 recover the costs of "an enviromneaital expenditure for any electric generating 

20 fecility of the electric distribution utiUty, provided the cost is incurred Or the 

21 expendittue occurs on or after January 1,2009." 

22 
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1 Q. Do you agree witii the Companies' proposed recovery of environmental 

1 carrying costs on environmental capital additions during 2001 through 2008 

3 (retroactive portion)? 

4 A. No. First, the statute previously cited provides for incremental recovery of 

5 prospective environmental costs on or after January 1, 2009, but does not provide 

6 for incremental recovery of envhomnental costs incurred prior to that date. 

7 

8 Second, the Companies' existing RSP rates provide recovery of generation costs, 

9 includmg environmental, tiirough December 31, 2008. The Companies propose 

10 that tiiese rate levels be contuiued effective January 1, 2009 in their basic 

11 generation rates. Most recently, tiie Commission granted increases in the rates 

12 charged for generation service in Case No. 07^63-EL-UNC to provide tiie 

13 Companies recovery of tiieir increased environmental costs, 

14 

15 The Companies' claim tiiat existing rates do not provide fuU recovery of their 

16 environmental cairyhig costs also i,gnores their non-envu:onmental investment and 

17 tiie effects of accumulated depreciation smce 2000, In otiier words, the 

18 Companies' Umited analyses M to demonstrate tiiat there is any net under 

19 recovery of generation costs m the aggregate. To tiie contrary, the evidence 

20 indicates tiiat tiie Companies are not under recoverii^ based on 2007 earnings. In 

21 2007, CSP actually earned 22.1% on common equity and OPC earned 11.7%. 

22 The computations of tiiese earned rates of return are detailed on my 

23 Exhibit (LK-2), 
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2 Q. What are the effects of the Companies' proposal to recover environmental 

3 carrying costs (retroactive portion) on their basic generation rates? 

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

5 OPC basic generation rate by $84 mUlion starting on January 1, 2009, accordmg 

6 to Companies witness Mr, Nelson's Exhibit PJN-8. The cumulative effect of this 

7 proposal over the tiiree year term of the ESP for CSP ratepayers is $78 milUon 

8 and for OPC ratepayers is $252 miUion. 

9 

10 Q. What is your recommendation regarding the Companies' proposal to recover 

11 environmental carrying costs (retroactive portion) as a component of the 

12 basic generation rate? 

13 A. I recommend that the Commission reject the Companies' proposal. This proposal 

14 is inconsistent with the statute and fails to properly consider ail costs that already 

15 are recovered tiirough present rates. 

16 

17 Q, Do you agree with the Companies' computation of the euvHronmeutal 

18 carrying costs? 

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 Section 199 

21 deduction in the income tax expense component. The computation of the canying 

22 charge rates is detailed on Companies' witness Mr. Nelson's Exhibit PJN-10, 

23 



OCT-31-2008 FRI 02:46 PH BOEHH KURTZ & LOWRY FAX NO. 5134212764 P. 87 

Lane KoUen 
Page 23 

1 Q. Has the Commission already decided the issue of whether the Section IW 

2 deduction should be included m the rate of return appUed to environmental 

3 rate base for the Companies? 

4 A. Yes, The Commission already decided tiiis issue in Case No. 07-63-EL-LINC. 

5 The Commission required tiiat the Section 199 deduction be used to reduce tiie 

6 mcome tax gross-up on tiie equity return in the computation of tiie revenue 

7 requirement, specifically for environmental costs. 

8 

9 Q* What is your recommendation regarding the Section 199 deduction in the 

10 computation of the envminmcntal carrying chaises son^ t by the 

11 Companies? 

12 A. I recommend tiiat tiie Commission direct tiie Companies to reflect tiie Section 199 

13 deduction in tiie computation of the federal income tax component of the carrying 

14 charge rate, consistent with the Commission's determination on this issue in Case 

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

4 

5 Q. Please describe CSP's request for authorization to seU or transfer generating 

6 assets. 

7 A, CSP requests autiiority to sell or trajisfer tiie Waterford Energy Center 

8 ("Waterfod"), a combined cycle plant rated at 821 mW, and tiie Darby Electric 

9 Generating Station C'Darby")^ a simple cycle plant rated at 480 mW in the winter 

10 and 450 mW in the summer. CSP asserts that it has no plans to seU 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 transfer their ^generation entitlements" other than owned generaUng 

15 assets. 

16 A. The Companies argue tiiat they are not obligated to seek authority from the 

17 Commission to sell or transfer various "generation entitiements," but that they 

18 may do so without further notification to or authorization fi"om the Commission. 

19 Otiier terms for these "generation entitiements" would be '"purchased power 

20 contracts" or "purchased power entitiements." The costs incurred pursuant to 

21 these purchased power contracts or entitiements are recognized by the Companies 

22 as purchased power expense, The Companies identify tiie foUowing contracts or 

23 entitiements (Baker Dkect at 43-45): 

24 
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1 1. CSP's contract witii AEP Generating Company for tiie output of 
2 tiie Lawrenceburg combined cycle plant with a rating of 1,096 
3 mW. 
4 
5 2. CSP and OPC's contractual entitiements to a portion of tiie output 
6 of the OVEC generating faculties, Kyger Creek and CUfty (3rekk, 
7 witii CSP's entitiement of 95.6 mW and OPC's entitiement of 
8 370,2 mW. 
9 

10 Q. What reasons does CSP offer hi support of their proposal that the 

11 Commission authorize the sale or transfer of the Waterford and Darby 

12 plants? 

13 A. The only reason offered by CSP is tiie testimony of CSP witness Mr. Baker tiiat 

14 tiiese plants have not previously been mcluded in rate base. They were acquired 

15 in 2005 and 2007. 

16 

17 Q. Is CSP's sole reason a snf&clent basis for the Commission to authorize the 

18 sale or transfer of these two plants? 

19 A. No. First, the Companies cannot "sell or transfer any generating asset it wholly or 

20 partly owns at any time without obtaining Commission approval." (Section 

21 4928.17(E)), There are no conditions set forth in the statute limiting its 

22 application only to assets that were in rate base, a pomt that Mr. Baker 

23 acknowledges in his testimony. Thus, the Commission should not make its 

24 decision to authorize or not on this distinction, but rather on whether the sale or 

25 transfer is prudent and whether the effect on the Companies' fiiel and purchased 

26 power expense is prudent. 

27 
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1 Second, the sale or transfer of these assets does not need to be addressed hi this 

2 proceeding and certainly not through an open-ended pre-aufliorization as 

3 requested by the Companies. If at some flituie date, CSP has a specific proposal 

4 that the Commission can assess, then CSP can file an Application for the 

5 Commission to consider the sale or transfer at that time. 

6 

7 Third, tiie Companies only may recover fuel and purchased power costs that are 

8 "prudentiy incurred" through their FAC riders. If the sale or transfer of tiiese 

9 plants causes the Companies' costs recovered through their FAC riders to 

10 increase, then the increased costs would not be prudent b^sause they could have 

11 been avoided, 

12 

13 The sale or transfer of these assets wUl cause a huge increase in CSP's capacity 

14 equalization payments. Since January 2007 through June 2008, CSP has p^d 

15 between $8.55 and $1L45 per kW/montii for its capacity deficit If CSP seUs or 

16 transfers these plants, it wiU increase its capacity deficit by 2,462.6 mW, which 

17 wiU increase its cq)acity equalization payments by $252.7 mUUon to $338.4 

18 miUion annually. 

19 

20 Similarly, if OPC seUs or transfers its generation entitiements, this will reduce 

21 OPC's capacity equalization receipts. Since January 2007 through June 2008, 

22 OPC has received between $8.30 and $11.06 per kW/montii for its capacity 

23 surplus. 
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1 

2 Fourth, the Companies have the burden of proof regardir^ these issues. Yet, tiie 

3 Companies have done no studies and have no analyses or otiisr documents that 

4 "discuss the fmancial or operational effects of such a sale or transfer," according 

5 to tiie Co^^)anies' response to OEG-2-2, a copy of which I have attached as my 

6 Exhibit (LK-3). 

7 

S Q. What is your recommendation regarding the CSP request that It be 

9 authorized to seU or transfer the Waterford and Darby plants? 

10 A. I recommend that tiie Commission reject CSP's request. It is unsupported and 

11 will imprudentiy increase the Companies* fuel and purchased power expense if 

12 CWP actually seUs or transfers these plants. 

13 

14 Q. Should the Commission address the Companies^ claim that they do not need 

15 to seelc authorization to seU or transfer their generation entitlements? 

16 A. Yes. I wiU not comment on whether the Companies have the legal authority to 

17 sell or transfer these generation entitiements without specific authorization firom 

18 the Commission, Howeverj the Commission should make h clear in tins 

19 proceeding that if the Companies seU or transfer tiiese generation entitiements, 

20 tiiat it wUl consider as iiupnident all incremental costs of flxel and purchased 

21 power resulting firom such transactions and that these incremental costs wUl not 

22 be recoverable tiirough the Companies' FAC riders. As I noted previously^ the 
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1 costs recovered tiirough such automatic recovery mechanisms must be "prudentiy 

2 incurred" and Companies have tiie burden of proof. 
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1 VI, THE COMMISSION SHOULD ESTABUSH THE STRUCTURE FOR THE 
2 SIGNIFICANTLY EXCESSIVE EARNINGS TEST AND REJECT 
3 PROPOSALS TO EXCLUDE OFF-SYSTEM SALES MARGINS, TO 
4 AVERAGE COMPANIES ACTUAL RETURNS, AND TO PERFORM THE 
5 EARNINGS TEST OVER A THREE YEAR PERIOD 
6 

7 Q. Please describe the significantly excessive eammgs test set forth in SB 221. 

8 A. The significantiy excessive earnings test for an ESP is set forth in §4928.143(F) 

9 as follows: 

10 
11 With regard to the provisions tliat are included in an electric security 
12 plan under this section, the commissioa shaU consider, following th« 
13 end of each annual period of the plan, if any sudi adjusimen^ 
14 resulted in excessive earnings as measured by whether the earned 
15 return on common equity of the electric distribution utility is 
16 significantly in excess of the return on common equity that was 
17 earned during the same period by publicly traded companies, 
IS including unties, that face comparable business and Randal risk, 
19 with such adjustments for capital structure as may be appropriate, 
20 Consideration also shall be given to the capital requirements of future 
21 committed Investments in this state. The burden of proof for 
22 demonstrating that s^ificantly exc^sive earnings did not occur shall 
23 be on the electric distribution utility. If the commission fionds that 
24 such adjustments, in the aggregate, did reanlt in significantly excesme 
25 earnings, it shall require the electric distribution utiUty to return to 
26 consumers the amount of the excess by prospective adjustments; 
27 provided that, upon making such prospective adjustments, fke electric 
28 distribution utility shall have the right to terminate the plan and 
29 immediate]^ file an application pursuant to section 4928.142 of the 
30 Revised Code... In maloDg its determination of significantiy excessive 
31 earnings under this division, the commission shall not consider, 
32 directiy or indirectly, the revenue, expense, or earnings of any affiliate 
33 or parent company. 
34 

35 Q. Why is the significantly excessive earning test important to ratepayers? 

36 A. The significantiy excessive earnings test provides an important protection to the 

37 utiUty's ratepayers against hann in the event that the utiUty's revenues 
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1 significantly exceed the utility's costs to provide generation s^s^ce to non-

2 shoppers and all other regulated services, including transmission and distribution 

3 services. 

4 

5 Q. Does ihe Commission need to address the methodology for and the 

6 apphcation of this test in this proceeding? 

7 A, Yes. The Commission cannot wait untU 2010 to determine tiie methodology it 

8 will use to detenn,ine the threshold for significantiy excessive earnings, the 

9 computation of earnings on common, or the application of the methodology. 

10 Under Generally Accepted Accounting Principles ("GAAP"), the utiUtics are 

11 required to recognize a regulatory Uability for any refunds that arise each year and 

12 that wiU be refunded to ratepayers prospectively in the following year. Thus, the 

13 utilities must know the Commission's methodology and how the Commission wiU 

14 apply this mctiaodology for 2009 in 2009. 

15 

16 Q. How should the Conunission apply the signifieantty excessive earnings test 

17 for the prior year in the annual reviews? 

15 A. The Commission must determine the appropriate metiiodology In this proceeding, 

19 and tiien apply fliat metiiodology in the annual reviews. The appropriate 

20 methodology consists of two components, the significantiy excessive earnings 

21 threshold and the actual earned return on common equity, 

22 
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1 First, the Commission must determine the metiiodology it wiU use to compute the 

2 rate of return on common equity threshold over which the Companies wiU be 

3 deemed to have significantly excessive earnings that are subject to refund. Once 

4 tiie Commission makes tiiis determination, tiie metiiodology should remain tiie 

5 same for use in all future annual review proceedings unless tiiere is some 

6 compellmg reason to change it prospectively. Tlie metiiodology for computing 

7 tiie tiu-eshold is addressed by OEG witness Mr. Charles King. 

8 

9 Second, in this proceeding, the Commission must determine the methodology it 

10 win use to compute the utUity's actual earned retiun on common equity for each 

11 review year. This step is necessary so tiiat tiie actual eammgs can be compared to 

12 tiie tiireshold established m the first step for each year. The Commission should 

13 determine whether the earnings on common are to be measured on an accountmg 

14 basis witii no ratemaking adjustments, whether it wiU aUow or require ratemaking 

15 adjustments, and if so, what adjustments or types of adjustments will be aUowed 

16 or required. 

17 

18 In each of tiie future annual review proceedings, if the Company's actual earnings 

19 are m excess of the threshold, tiien the difference, grossed-up on a revenue 

20 requirement basis, should be refimded to ratepayers in accordance with the 

21 requkements of the statute. 

22 
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How should the Commission compute the actual earned return on common 

equity for each annual period? 

The Cormnission should compute tiie actual earned return on common for each 

annual period usmg the per books actual accounting earnings on common and the 

utUity's year-end actual common equity balance, with limited ratemaking 

adjustments. The autiiorized ratemaking adjustments should be specified by the 

Commission in this proceedmg and should be modified only prospectively upon 

consideration of a request firom the utiUty or other party to add or remove such 

adjustments. 

What adjustments should the Commission include on such a list? 

Tlie Ust can be as extensive or lunited as the Commission beUcves is necessary to 

ensure that rates are just and reasonable. At a minimum, the ratemaking 

adjustments sliould be consistent with the requirements and Umitations on cost-

based recoveries specified in Section 4928.143(B)(2). For example, only prudent 

fiiel and purchased power expenses should be included. Also, at a minimum, the 

ratemaking adjustments that are reflected should be consistent witii other 

Commission orders wherein there were 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 refunds in one year 

based on the significantiy excessive earnings test for the prior year so that the 

1 
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1 refimd is computed on a discrete annual basis for the prior year and does not 

2 influence the actual earnings for another year. 

3 

4 Finally, the Commission should require the utilities to exclude tiie eflfects of fines 

5 and penalties, one-time writeoffs, costs and acquisition premiums related to 

6 mergers and acquisitionSj and effects of mark-to-maricet accounting for derivative 

7 gains and losses. 

8 

9 Q. Companies witness Mr. Baker proposes that the Commission adjust actual 

10 earnings for the review year to exclude the earnings from off'-system sales in 

11 the computation of significantly excessive earnings (Baker Direct at 3&>39), 

12 Do you agree? 

13 A. No. The Commission should reject this and any other proposal to carve-out 

14 revenues or eamit^s from the significantly excessive earnings test for several 

15 reasons. First, SB 221 contemplates no such ad hoc exclusions to the utiUty's 

16 earnings. Removal of these would result hi a distorted picture of the utUities' 

17 financial conditioit 

IS 

19 Second, the Companies offer no proposal for the removal of all the costs 

20 associated with makii^ the off-system sales for purposes of the significantiy 

21 excessive earnings test. Such off-system sales are available to tiie Companies and 

22 ihe AEP system only because the costs of the underlying generating assets and 

23 purchased power contracts are recovered from ratepayers. These costs include 
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1 both fixed and variable costs. These costs also include the common equity 

2 investment in the Companies' generating fecUities. Thus, the Companies' 

3 proposal is biased against Ohio ratepayers due to a fundamental mismatch 

4 between tiie off-system sales revenues they propose be removed firom the test and 

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

6 

7 Third, tiie Companies' ESP provides for 5%, 10% and 15% market purchases at 

8 liigher costs than existing self-generation. The displaced lower cost power then 

9 is available for sale to otiier AEP companies or off-system. It is inequitable for 

10 the Companies to arbitrarily increase the costs to ratepayers m this manner and 

11 then compound the harm to ratepayers by retaining the entirety of their shares of 

12 the resuhing increased off-system sales revenues. 

13 

14 Q, Mr. Baker argues that the off-'System sales revenues are "FERC-

15 jurisdictional" and should be excluded from retail rates on that basis. 

16 (Baker Direct at 38-39). Do you agree? 

17 A. No. This position is completely contrary to the requii«ments of tiie 

18 Interconnection Agreement and tiie federal preemption resultu^ from this FERC-

19 regulated rate. I agree witii Mr. Baker that the Interconnection Agreement is a 

20 FERC-regulated rate. However, my non-legal understanding of federal 

21 preemption is that it does not require that the rate be ignored, but lather requires 

22 tiiat the costs or revenues iucutred pursuant to that rate be imposed on the states 

23 for retail ratemaking purposes. For example, Kentucky Power Company 
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1 ratepayers presentiy pay Ohio Power CompaQy for AEP pool capacity charges 

2 pursuant to the Interconnection Agreement through a combination of base and 

3 envhronmental surcharge rates, hi otiier words, Kentuclcy Power Company is 

4 required to pay in retaU rates the costs incurred due to tiiis FERC-regulated rate. 

5 

6 Similarly, all AEP Companies share in tiie AEP system off-system sales margins 

7 based on their member load ratio shares no matter which utility's power plants 

8 actually generated to make tiie sales. The FERC-regulated rate requhes that AEP 

9 allocate tiiese margms to each of the AEP Members. In all the AEP regulated 

10 jurisdictions, these off-system sales margins are flowed tiirough by the AEP 

11 Members to tiieir retail ratepayers. Mr. Baker's position would discrimmate 

12 against Ohio by applymg the FERC approved Interconnection Agreement 

13 differently and worse for this state compared to West Vkginia, Vuginia, 

14 Kentucky, Indiana and Michigan. 

15 

16 Q, If there are significantly excessive earnings, should the Conunission gross-np 

17 the amount hi excess of the earnings threshold to compute the refund 

18 amount? 

19 A. Yes. A gross-up for income taxes is necessary because earnings on common are 

20 stated on an after tax basis, not on a before tax revenue basis. Such a gross-up for 

21 income taxes is similar to the use historically by tiie Commission of a gross 

22 revenue conversion factor to convert operating income deficiencies or surpluses 

23 into revenue deficiencies or surpluses. Tlie objective is to determine the amount 
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1 of revenue overcollections m tiie prior year that resulted in the significantiy 

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

3 

4 Q. The statutory test seems to sures t a limitation on the potential reltods by 

5 Unking the excess eammgs to the "adjustments" pursuant to any ESP. Do 

6 you agree with such an interpretation? 

7 A. Yes. Subject to a correct understanding of tiie purpose of tiie test and tiie 

8 definition and application of tiie term "adjustments," tiie statute appears to Umit 

9 potential refunds to the amount of the ESP increases recovered during the year 

10 subject to review. The statute, as previously cited, states: 

11 
12 With regard to the provisions that are included in an electric security 
13 plan under this section, the commission shall consider, following the 
14 end of each annual period of the plan, if any such adjustments 
15 resulted in excessive eantings as measured by whether the earned 
16 return on common equity of the electric distribution utility is 
17 significantly in excess of the return on common equity that was 
18 earned during the same period by publicly traded companies, 
19 including utilities, that face comparable busuiess and financial risk, 
20 with such adjustments for capital structure as may be appropriate. 
21 

22 The interpretation and appUcation of the significantly excessive earnings test must 

23 be considered both in the proper context and on the basis of substance over form. 

24 The purpose of the test is to provide a meaningful ratepayer protection through an 

25 all-inclusive earnings test. This test provides protection agamst excessive ESP 

26 rate increases by incorporating the net effects of all revenues and aU costs in the 

27 calculation of earnings. 

28 
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1 Q. How should the Commission compute the "adjustments*" due to the ESP rate 

2 increases? 

3 A. Tlie total ESP rate increases or adjustments m any review year should be 

4 computed by multiplying the ESP riders by the actual bUling detemunants for the 

5 year. This yields the total ESP revenues in the review year. This annual dollar 

6 amount is tiic maximum amount of the utility's refund obUgation during any 

7 review year of the ESP. 

8 

9 Q. Is there another possible interpretation &at the u<ilities may argue? 

10 A. Yes. Althou^ the Companies have not advanced this position m this proceeding, 

11 another interpretation would be to assume that the term "adjustments" refers both 

12 to ESP rate riders and to the specific incremental costs that justified the riders. 

13 Under this interpretation, tiie ESP rate increases and tiie incremaital costs 

14 necessarily net to zero. There would be no effect on earnings and an ESP 

15 adjustment could never result in significantiy excessive earnings, 

16 

17 Q. Would such an interpretation be rational? 

18 A. No. The Commission should reject this interpretation as inconsistent with the 

19 plain language of the statue and leading to absurd results. Contrary to tiiis 

20 potential interpretation, the term "adjustments" only can mean ESP rate increases. 

21 The Commission, has jurisdiction over rates. Costs are incurred independent of 

22 Commission action. The Commission only can determine the basis for and tiie 

23 amount of rate increases. The Commission does not regulate the actual costs 
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1 incurred by tiie utilities. There are thousands of categories of costs mcurred by 

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

3 

4 To illustrate this point, assume in any year that tiie utility incurs $10 m 

5 incremental expense and tiie utiUty does not seek an ESP rate increase. In this 

6 example, tiie utility's earnings are reduced by $10 before tax, all else equal. Even 

7 if the utility's reduced earnings tiiat year were excessive, there would be no 

8 "adjustment" that could have "resulted in excessive earnings" because there was 

9 no ESP mte increase. Therefore, tiie utiUty would face no refund liabiUty. 

10 

11 Now assume tiiat tiie Commission approves a rate increase of $10 based on its 

12 approval of an ESP rider. Here, tiiere is a $10 "adjustment" to rates, and earnings 

13 before tax are increased by a Uke amount. This $10 adjustinent is refundable to 

14 consumers to tiie extent there are significantly excessive eaimngs. 

15 

16 If tiie utilities' potential interpretation is adopted, there never could be any 

17 significantiy excessive earnings. Their definition of the term "adjustments" to 

18 mean botii ESP rate increases and the costs used to justify the increases would 

19 preclude any net effect on eammgs. If this potential interpretation is adopte4 the 

20 earnings test is vitiated and meaningless and tiiere would be no meaningful 

21 ratepayer protection against excessive rate uicreases. Although I ani not a lawyer 

22 and cannot express a legal opinion, it seems to me unlikely that the Legislature 
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1 and Governor would have included tiie significantly excessive eammgs test in SB 

2 221 if tiiey intended it to be meaningless and offer no protection to consumers. 

3 

4 Q. If the utilities already have excessive earnings before any rate Uicreases due 

5 to the ESP, will these excessive earnings be retained by the utilities under a 

6 reasonable Interpretation of the test? 

7 A. Yes, but only for a limited time period. Under the significantly excessive 

8 earnings test, aU ESP rate increases wiU be refunded to tiie ratepayers until such 

9 time as the utility's earnings are reduced to tiie tiireshold for significantly 

10 excessive earnings. In other words, the significantiy excessive earnings wiU be 

11 reduced over time untU its earnings hit the significantly excessive thi^shold. The 

12 result is an intentional and structured form of earnings attrition that ensures that 

13 rate increases wiU be refunded until the utUities' costs increase to the pomt where 

14 its earnings are reduced to the significantiy excessive threshold. After that point, 

15 the utiUty will be able to implement and retain ESP hioreases without refimds 

16 sufficient to sustain its eamii^s at the significantly excessive tiireshold or lower 

17 level. 

18 

19 Q. Dr. Makhua asserts that the signiHcantly excessive earnings test is ^an 

20 asymmetric test, since excessive earnings in a year are to be returned, while 

21 shortfaUs in prior years are left uncompensated." (Makhua Direct at 27). 

22 Please respond. 
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1 A. First, tiie statute defmes tiie significantiy excessive earnings test, regardless of its 

2 characterization by Dr, Makhua or AEP's apparent dislike for the test. Second, 

3 SB 221 is mdeed asymmetrical, but in fevor of the utilities, not their ratepayers, 

4 SB 221 provides tiie UtUities witii asymmetric opportunities to recover 

5 incremental generation costs as well as to recover distribution costs they 

6 otherwise would have to recover through traditional distribution rate cases. In 

7 addition, SB 221 aUows the utiUties to recover and retain excessive earnings to 

8 the point where tiiey are "significantly excessive," a level of return much greater 

9 than would be allowed in traditional rate cases. The significantiy excessive 

10 earnings test provides only a lunited opportunity for ratepayers to recover 

11 excessive rate increases balanced against a regulatory scheme that is extremely 

12 favorable to tiie utiUties compared to the traditional regulatory scheme. 

13 

14 Q. Mr. Baker proposes that the significantly excessive earnings test be 

15 performed "on the two Companies on a combined basis.^ (Baker Direct at 

16 39). Please respond. 

17 A. The Companies' proposal is prohibited by the express language of the statute. 

18 The statute spectficaUy refers to the earnings of "the electric distribution utiUty," 

19 in the singular, not the plural. The statute states: ". . . the commission shall 

20 consider, foUowing the end of each annual period of the plan, if any such 

21 adjustments resulted in excessive earnings as measured by whether the earned 

22 return on common equity of tiie electric distribution utility is significantiy in 

23 excess of the return on common equity,.," 
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1 

2 In addition, tiie statute prohibits including directiy or indhectiy tiie revenue, 

3 expenses or earnings of any affiliate, such as sister utUities in the same holding 

4 company. The statute states: "In makmg its determmation of significantiy 

5 excessive earnings under this division, the commission shall not consider, dkectiy 

6 or indir^ctiy, tiie revenue, expense, or earnings of any affiliate or parent 

7 company," 

8 

9 Q. Companies' witness Dr. Makhua proposes that the Commission average the 

10 Companies' earnings over a three year period, presumably coincident with 

11 the initial term of the proposed ESP. (Makhua Direct at 11). Please respond* 

12 A. This proposal also is prohibited by the express language of tiie statute. The statute 

13 specificaUy requires an annual application of the sigiuficantiy excessive earnings 

14 test. It does not aUow averaging over a multi-year period. The statute requires 

15 the application of the test "following the end of each annual period of the plan." 

16 The test is designed as a ratepayer protection against excessive ESP rate increases 

17 that are placed mto effect and/or adjusted each year. The Commission is required 

18 to consider whether the ESP rate increases in each year resulted m significantiy 

19 excessive earnings hi that same year. FinaUy, the threshold for significantiy 

20 excessive earnings must be detamined each year because the underlying data 

21 necessarily wiU change eacli year, including the group of companies that will be 

22 considered comparable and their earnings. 

23 
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1 Q, How do the Companies' earnings for 2007 compare to the result of the 

2 threshold test addressed by OEG wilness Mr. King for 2007? 

3 A. Columbus Soutiiem Power Company earned 22.1% and Ohio Power Company 

4 earned 11.7% on a per books basis^ assuming no ratemaking adjustments. CSP 

5 would be over the significantly excessive earnings threshold for 2007 if the 

6 threshold is computed m the manner proposed by Mr. King and if the test had 

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

8 

9 Q. Have you quantified the revenue requirement effect of each 1% in earned 

10 return on common equity for each of the Companies usmg 2007 data? 

11 A. Yes. A 1% return on common equity is equivalent to approximately $19 nulUon 

12 in increased revenues for Columbus Southern Power Company and $37 miUion 

13 for Ohio Power Company. Stated another way, if the Commission found that the 

14 utilities had excess earnings by 1%, then these are the amounts of refimds that 

15 would be required. 

16 

17 Q. Does this complete your testimony? 

18 A. Yes. 
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IN RE: IN THE MATTER OF THE APPUCATION 
OP COLUMBUS SOUTHERN POWER 
COMPANY FOR APPROVAL OF ITS 
ELECTRIC SECURITY PLAN; AN 
AMENDMENT TO ITS CORPORATE 
SEPARATION PLAN; AND THE SALE OR 
TRANSFER OF CERTAIN GENERATING 
ASSETS 

) 
) 
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) 
) 
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And 

EV THE MATTER OF THE APPLICATION 
OF OHIO POWER COMPANY FOR 
APPROVAL OF ITS ELECTRIC SECURITY 
PLAN; AND AN AMENDMENT TO ITS 
CORPORATE SEPARATION PLAN 
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RESUME O F L A N E KOLLEN, VICE PRESIDENT 

EBUCATIplS; 

University of Toledo, BBA 

Accounting 

University of Toledo, MBA 

Luther Rice iTaivcrslty, MA 

PROFESSIONAL CERtTFlCATIONS 

Certified Public Accountant (CPA) 

Certlfled Management Accountant (CMA) 

PROFESSIONAL AFFTLIATIQNS 

American Institute of Certined Public Accountant^ 

Georgia Society of CertiHed !»ubUc Accountants 

Institute of ManBgement Accountauts 

More than thirty years of utility industiy experience m the tinmicial, rate^ tax, md pknning areas, 
Specialiisation in revenue requirements analyses, taxes, evaluation of rate and financial impacts of 
traditional and nontraditional ratemaking, utility mergers/acquisition and diversification. Experrise in 
proprietary and noni^prictacy soft«^are systems used by utilities for budgeting, t:atc case sni^jort and 
strategic and fmancial planning. 

J . KENNEDY AND ASSOCUTES. I N C 
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RESUME OF LANE KOLLEN, VICE PRESIDENT 

EXPERIENCE 

xm to 
Present: J, Kcnntdv and AssQciates> Inc.; Vice heaidcnt and Principal. Responsible for utility 

stranded cost analysis, revenue requirements analysis, cash flow projections and solvency, 
financial and cash effects of traditional and nontraditional ratemaking, and research, 
speaking and writing on the effects of tax law changes. Testimony before Connecticut, 
Florida, Georgia, Indiana, Louisiana, Kentucky, Maine, Maiyland, Minnesota, Mew York, 
North Carolma, Ohio, Pennsylvania, Tennessee, Texas, West Virginia and Wisconsin stale 
regulatoty commissions and the Federal Energy Regulatory Commission. 

19K3 to 
1986: Energy Manayeincnt A$soclates! Lead Coosultant. 

Consulting in the areas of strategic and fmancial planning, traditional and nontraditional 
ratemaking, rate case support and testimony, diversification and generation expansion 
planning. Directed consulting and software development projects utilizing PROSCREEN 
II and ACUMEN proprietaiy software products. Utilized ACUMEN detailed corporate 
simulation system, PROSCBBEM n strategic planning system and oth^ custom developed 
software to support utility rate case filings including test year revenue requirements, rate 
base, operating income and pro f̂orma adjustments. Also utilized these software products 
for revenue simulation, budget prqsaration and cost-of-acrvice analyses. 

1976 to 
1983: The Toledo Edison_Companv: Planning Supervisor. 

Responsible for fmancial planning activities including generatioa expansion planning, 
capital and expense budgeting, evaluation of tax law chimges, rate case strategy and support 
and computerized financial modeling using proprietary and nonproprietary software 
products. Directed the modeling and evaluation of planning alternatives including: 

Rate phase-ins. 
Construction project cancellations and write-offs. 
Construction project delays. 
Capacity swaps. 
Financing alternatives. 
Competitive pricing for off-system sales. 
Sale/ieasebacks, 

J- KE^^VEDY AND ASSOCrATESL tNC. 
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RESUME OF LANE KOLLEN, VICE PRESIDENT 

CLIENTS SERVED 

Iwdustrial Companies and Groups 

Air Products and Chemicals, Inc. 
Airco Industrial Gases 
Alcan Aluminum 
Armco Advanced Materials Co. 
Armco Steel 
Bethlehem Steel 
Connecticut Industrial Energy Consumers 
ELCON 
Enron Gas Pipeline Company 
Florida Industrial Power Users Group 
Gallatin Steel 
General Electric Company 
GPU Industrial Interveners 
Indiana Industrial Group 
Industrial Consumers for 

Fair Utility Rates - Indiana 
Industrial Energy Consumers - Ohio 
Kentucky Industrial UtiUty Customers, Inc. 
Kimberiy-Clark Company 

Lehigh Valley Power Committee 
Maryland Industrial Group 
Multiple Intervenors (Hew York) 
National Soutbwire 
North Carolma Industrial 

Energy ConsonBrs 
Occidental Cbemica] Corporation 
Ohio Energy Group 
Ohio Industria) Energy Consumers 
Ohio ManuOacturCTS Aasociation 
Philadelphia Area Industrial Energy 
Users Group 

I ^ Industrial Group 
Smith CogenerattOQ 
Taconite Intervenors (Minnesota) 
West Penn Power Industrial Intervenors 
West Virginia Energy Users Group 
Westvaco Corporation 

Regulatory Commissions and 
Government A^ncie» 

Cities in Texas-New Mexico Power Compaiiy*s Service Temtory 
Cities in AEP Texas Central Company's Service Territory 
Cities in AEP Tex^ North Company's Service Teiritory 
Georgia Public Service Cormnisston Staff 
Kentucky Attomey General's Office, Division of Consumer Protection 
Louisiana Public Service Commission StaOf 
Maine Office of Public Advocate 
New York State Energy Office 
Office of PubUc UtiUty Counsel (Texas) 

J . KENNEDY ANH ASSOCIATES, INC. 
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RESUME OF LANE KOLLEN, VICE PRESIDENT 

UtUities 

Allegheny Power System 
Atlantic City Electric Company 
Carolina Powa* & Light Compaay 
Cleveland Electric Illuminating Company 
Delmarva Power & Light Company 
Duquesne Light Company 
General Public Utihties 
Georgia Power Company 
Middle South Services 
Nevada Power Company 
Niagara Mohawk Power Corporation 

Otter Tail Power Company 
Pacific Gas & Electric Company 
PubUc Service Electric & Q&% 
Public Service of Oklahoma 
Rochester Gas and Electric 
Savannah Electric & Power Company 
Seminole Electric Coopraative 
Southern California Edison 
talquin Electric Cooperative 
Tampa Electric 
Texas Utilities 
Toledo Edison Company 

X KENNEDY AND ASSOCIATES. INC. 
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Export Testimony Appdarancaa 
of 

Lane Kollen 
ASQfSept9ml»r200B 

Page 5 of 31 

Pats Casd Jurisdict. Party tftlHty Sutijoct 

10(86 

11/86 

12/86 

1/67 

3/37 

4^7 

4/fl7 

5/87 

5/ff7 

7(67 

7JB7 

7/87 

VM726Z 
ifilerim 

U-172a2 
Inls^m 
Rsbiiflat 

9613. 

U-17282 
interim 

Gsnerai 
Qnjdr236 

U-172a2 
PrudBnce 

Sub 113 

8 6 - S 2 « . 

U-T7282 
CdsB 
InCNef 

U-172B2 
Case 
in Chief 
SurraMaj 

U-17282 
Pfudenca 
Surrebuttal 

86^24 
&SC 
RabuEtdl 

U 

LA 

KY 

LA 
igihJudleijy 
District CL 

WV 

LA 

NC 

WV 

LA 

LA 

IA 

WV 

LouisiaRaPubliG 

SBrVBfiCoriftfTIBSBn 

staff 

Louisiana Public 
Service Commission 
Staff 

AftomayGanefai 
Div. of Consumer 
Pmtfiriian • iis 
Wast Virginia & « g y 
Users'Group 

Uut$isnaPui)llc: 
SdivieaComrr^sion 
Staff 

f M C a r c i l i i a 
Industrial Energy 
CDnsurrars 

WfistVliglnia 
Eneray Users' 
Qroup 

Loi4slaMPuWlc 
SenflCQCominlssion 
Staff 

LouistaraPutiili: 
SBTVjcaComrttisslQn 

Louisiana Publk: 
Service CommiEslon 
Stair 

West Virginia 
Energy Users' 
Group 

QutfSiatas 
unniiBs 

GulfStstK 
t m i e s 

Big Rivers 
E te l i tCo ip , 

CulfSiates 
UtlHiea 

htenongahela Power 

COi 

GulfStitles 
Utilitias 

Duke Power Ca 

MofxinBBtnfBPDwsr 
CD. 

G u i r s t ^ 
UQHtiBS 

Gu)f5tats8 
Utiljttes 

GuH Slates 
UDIiftes 

MonortgahaiaPtwBT 

Cash revenue psqulrements 
financial scdveiu^, 

CashfBvenuereqMiranients 
(fnandE^aohiency. 

RevflJueraqu^BmeRts 

Unanolaiworkot^plan. 

Csd)nvsnuerequlrerwni5, 
financitisoiVQitGy. 

TsxRBtbfmActQflsaS. 

PfudencBriRiwrBendl , 
eoonomtc analyses, 
cancellation sluUies. 

TeyRefbrmAdofigBB. 

RfivanuQ raqUtsmants. 
T a x R s f w m A c t o f i m 

Revenue requirrnnenis, 
RhffiT Bond Iphaae^n plan, 
financial solvency. 

Revenue rsqi^amente 
R l w Bend 1 phase-in pTan, 
SnancialaQlvBncy, 

Prudence of River Bend 1, 
economic anafyses, 
cancellalian&^les. 

Revenue naquiremeiiis, 
TaxRefbrniActofigfiS. 

J- KENNEDY AND ASSOCIATES- INC 
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Date 

aft? 

8/37 

10/87 

11/87 

1/Sfl 

2/88 

2/a& 

5/88 

5/aa 

5/88 

ma 

7/88 

Casa . 

SOBS 

87-223 

B70220-EI 

B7-07-01 

U.17262 

M34 

10064 

10217 

M-S7Q17 
-1C001 

M-B7D17 
-20105 

U-17232 

M^7017-

-1C001 
Retjuttal 

Itirlsdlct 

Kt 

m 

FL 

CT 

LA 
ISthJijdK^ 
DisiriclCt 

KY 

KV 

KV 

PA 

PA 

U 
IsihJiidltjiai 
iSistrdCt. 

PA 

Expert Testimony Appearances 
of 

U t i a K o l l m 
AsoTSeptemlMrSQQa 

Party 

Attorney General 
Oiv.o(Ctt)6itfnef 
Pratedian 

Tdconte 
Intflwenors 

Ocefdental 
Chemical Coip. 

Conrtectjciitlrvlustnd 
Energy Cofininws 

LouisiBna Public 
Service Comrnssion 

Kentucky mduatrial 

UtiUty Customeis 

Kentucicy Industry 
UtililyCustamera 

Alcan Aluminum 
National SOuthwire 

GPUlndu&ii^ 
IntervenOtS 

GPUIndusirial 
irtfanwKirs 

Louisiana PuWic ^ 
SdrWcs CofnmissJdn 

GPUireMal 
fnteivanois 

UtIUly 

p|g Rivers Electric 

MlnnesolaP(wer& 
UghiCo. 

rtorfda Power 
CoHL 

CQtvtec^Ugtll 

GuirStatBS 
Utmtiss 

LnuisvllieOas 
& Electric Co. 

LoutsvUeGes 
AEIadricCa, 

BigRwaiaf^lfdrk: 

MelropditBn 
EtiiscinCD. 

Pennsylvania 
BedrteCo. 

GuK States 

lutetropolitan 
Edison Ca 

Subject 

Financial wrtcDid plan. 

expanse, Tax Rafnm Act 

ofisae. 

ftevQiiM<<dqii[iemettt5,0&M 
acpense, Tax Reform Act 

TaitpetomActQfiflae. 

Revenue iBqutrBmenls, 
River Bend iphasB^npian, 
rateofreium. 

EcQnomlGs of Tr i r r^ Counv 
compteHon. 

Revenue fequiiOmeffe,0&M 

Bxpflflse^ capita) structure, 

FtnanoBlvwIewtpian. 
Corp. 

I^mutlity generator ds^rred 
cost recovery. 

NonutiNtygerrerptor deferred 
oDSt recovery. 

PrnderaeafRwerSendl 
econott^anatysfls, 
cancematiiuiatudea, 
finyictal modeJinQ. 

Norwtitltysenefator deferred 
CD6trecQvety.Sf̂ ASNa92 

,1- KENNEDY AND ASSOCIATES. INC 
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Dato 

7ffia 

g/Ba 

9/88 

10/Q8 

10/fifl 

10/88 

10/Bfl 

11/88 

12/88 

12/86 

2/89 

Cate 

W-87D17-
-2CCK)S 
Rebuttal 

8W1&-25 

1O0B4 
Rohaarlng 

B8-17Q-
EL-AIR 

88-171-
£L-AIR 

8800 
35S-EI 

37eo^u 

U-172a2 
Remand 

U^17970 

1-17949 
Rebuttal 

U-17282 
Please II 

Jurisdlct^ 

PA 

CT 

KY 

OH 

OH 

FL 

GA 

LA 

LA 

IA 

iA 

Expert Tasflmony Appaarances 
of 

Lane Kolten 
As of September 200S 

Party 

GPU Industrie} 
intervenois 

Connecticut 
Induetrial Energy 
Consumeie 

Kentucky Indus^al 
UtifilyCiistQmara 

Oftio Industrie 
Energy Consumers 

QhiolndLfitf^ 
Energy Consuri»rs 

Rarida industrial 
Pcw/erU&srtf Group 

GeoigiaPiAJtIc 

Service ComfAlssion 
staif 

Loutsiana Piiilic 
Service Commission 
Staff 

Louisiana PubHc 
Senice Comnlssion 

Louisiana Public 
S^vfceCommjssiQn 
Staff 

Lfluisiara Public 
Service Ccnvnsslon 
Staff 

Ut i l i t y 

Penreylvania 
Electnc Co. 

ConnacMaitliahl 

^PQiiuerCo. 

LcUBvilieGas 
&iiefltricCa 

Clewland Electric 
lliumjnating Ca 

Toledo Edison Ca 

FiDildaPowera 
L l ^ C a 

Atlanta Gas Ligtil 
Ca 

Guirsiaies 
utilities 

of South Central 
StBtBS 

SauuiCennal 
Ban 

GuV States 
UtiiitleS 

Subj f tct 

Nonuliitygensralordeterred 
CQStfBCauQry.SFASNaSZ 

Excess deferred taxes, O&M 
expenses, 

Premature retlremems, inierest 
expenas. 

Revenue Fequframents, phased, 
exoGsadefaned taxes, O&f^ 
expanses, AnsfKial 
conslderatfQnE.wam^ capital. 

Revenue raquiiemenis, phSfrIn, 
excess defened taxes, OSM 
Bxpofisesi Unsncid 
constdera&ms, waking capital. 

TaxRef(aniAclof)<IR6,tax 
expenses, 0 ^ expenses. 
pension expense ($FASt40.87). 

Pension expense (&FAS Ho. sry 

Rate base exclusion plan 
(&FASNa71) 

Pension expense [SPAS N» 87). 

Compensated ̂ Arnicas {SFAS No. 
49), pension expense (5FAS1^-
87), Part 32, income tax 
flon«alizatioa 

Revenue requiromuRls, pttase^n 
of RivDrfiand 1. n)coveiy of 
oancelod plant 

J- KENNEDY AND ASSOQATES, INC. 
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Date 

6/SS 

7/69 

m 

B/Q9 

m 

10^89 

10/89 

lo/se 

11/89 
12/89 

m 

1/90 

3/90 

case Jurisdlct 

gB1602-EU 

Baa32S^U 

U'1797Q 

asas 

3840-U 

U-172a2 
Phase II 
Detailed 

aeBQ 

8928 

R-a913B4 

R^dl364 
Surnbuttai 
pFHInas) 

U-172fl2 
Phase 11 
I^etflilBd -
Rflbuttai 

U-17£B2 
Phase Ili 

890319-EI 

FL 

LA 

TX 

GA 

LA 

TX 

TX 

PA 

PA' 

U 

LA 

Ft 

Expert Testimony Appearances 
of 

LaneKotien 
As of September 20Qd 

Party 

Takiuineecuic 
Cooperative 

UHisianaPubfC 
Service ConunissiDn 
Stafr 

Oncidentel Chemical 
Cofp. 

Georgia PitHc 
SenficeConvnis&lon 
Stait 

Louisiana Putdic 
Senlce Commission 
staff 

gnmn Gas Pipeline 

GnranGaa 
PIpellna 

Philadelphia Area 
Industrial EnoFsy 
Lteeffi Group 

PNladeiptilaAraa 
Industrial Eneigy 
Usars Group 

Loutsiana PuUic 
Sarvlee Commisslan 
Staff 

Louisiana Public 
Senjce CommiBsiDn 
Staff 

Florida tndustnal 
PovierLteBis Group 

Ut i l i ty 

TalqiflnlCity 
DfTaUahaesae 

AT&TComn^unlcat^ 
of South Central 
statas 

Houston Lighting 

&Po«erCa 

Geoigla Power Co. 

Guri Stales 
U t l i t ^ 

Te](ae^ewhtBxioo 

Power Ca 

Tsxas^New Mexico 

PcarerCo. 

Philadeijrfiie 
Electric Ca 

RiiladelptHa 

Electric Co. 

Gulf States 
UHBUBS 

Gulf Stales 
Utilities 

FlQikla Power 
&LigWGo. 

SublDct 

Economic analyses, ncramental 
cQSl-of'^fflvice, average 
customer rales. 

Pensjon expense (SFAS NO. AT), 
cnrnpensated absences (SPAS Ma 43). 
Par t3 i 

Cflnoetlatlon cost recowery, lax 
expense, iwonue lequiren^nts. 

Promotional pracfices, 
advents^, economic 
(tevBtopmeii 

RevefHiB requirements* dotailBd 
investigaiion. 

Defened accounting nealmant, 
sale/feaseba^ie 

capital structure, cash 
working capital, 
Revenue cequlramBnts. 

Revenue i«c|i4i«ments, 

Revenue leqtilrements 
datQied investigation. 

deiegulatsd asset plan. 

0^^pensee,Tsxf%afQiin 
A d 0(1986. 

J. KENNEDY AND ASSOCIATES. INC 
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Date 

m 

4/90 

S/9Q 

12/90 

m 

5/91 

9/91 

9ffl1 

11/91 

12/91 

12/91 

Case • 

89D319€I 
Rebuttal 

U-17282 

go-isB 

W72B2 
Phase fV 

29327, 

atal. 

994S 

P-9ia511 
P-910512 

91-231 
-E-NC 

U-172B2 

91410-

EL-AiR 

1l}200 

JurfsdTct. 

FL 

LA 
iSnJudlBial 

otstrwa 

KY 

LA 

Ki 

TX 

PA 

WV 

u 

OH 

TX 

Expert Taatlmony Appearances 
of 

U n a Kollert 
As of September 2008 

Party 

Fbridalndustii^ 
Power Users Croup 

tjaulsiana Pubic 
Service Commission 

Keniudiy Industrial 

iMty Customers 

LouislanBPubik: 
Service Commission 
Staff 

Muit^e 
InterventHS 

OfTicaofPubrtc 
Umi^ Counsel 
of Texas 

Allegheny Ludbm Corp., 
AmiCD Advanced Materials 
Co.. The West Penn PiMier 
Industrial Users'Group 

West Virginia Eneigy 
Users Group 

UuisiandPubllc 
Service CommisslDn 
Staff 

AlrPrDductfiand 
awHcafe,inc.. 
Annco Sieel Co., 
General Etednc Co., 

Industrial Energy 
Consumers 

Office of PubHc 
UtUfty Counsel 
of Texas 

UtIIRy 

Ftorlda Power 
&LJghlCa 

GutfSlates 
Ullitiee 

LaKvilBGas& 
ElectiicCa 

Gulf Slates 
UtilHies 

Nis^BfaMotiBwIi 
PoyrorCorp; 

El Paso Electric 
Ca 

WestPenn Power Co-

Mcnongahela Power 
Co. 

Guirsiaies 
yuiies 

cmdnnattGas 
&I=iK:trKCQ, 

Texas-New tvlexioo 
Power Ca 

SulJject 

O&U expenses, Tax Refonn 
Act of 1986. 

Fuel dausfl. gain on sale 
of utny assets. 

Revenue raquiraments, post-teat 
year additions, forecasied test 
year-

Revenue requirements. 

Incar^ngulatiQiv 

FinanciBi modeling, aoonomic 
analyses, prixsence of Palo 
Vartea. 

RacovsryotCAAA costs, 
least Q0BtSnanf% 

Rocoveiy of CAAA costs, least 

cost financing. 

Asset lmpainnent,derBgtd8tBd 
asset plot, revenue raquite-
menls. 

Revenue req^^rKnenis, phase-In 
plea 

Financial integrity, strategic 
planning, dectined business 
affiliations. 

J. KENNEDY AND ASSOCUTES. INC 
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Pate 

5ffl2 

8/92 

m 

9/92 

9/92 

9/92 

9/92 

11i92 

11/92 

11/92 

12/92 

12«2 

Case Jurisdlct 

9iniiaa-6t 

R-00922314 

92-043 

920324.EI 

39348 

91QB40-PU 

393U 

U-19904 

8649 

92-1715-
AU-COi 

R-QQ92237a 

U-19949 

FL 

PA 

KY 

FL 

IN 

FL 

IN 

LA 

MO 

OH 

PA 

LA 

Expert Testimony Appaarances 
of 

LanakOdlan 
Asof8eptBnib«'200& 

Party 

OccldentBl Chemical 
Corp, 

CPU Industrial 
tntantenoiS 

Kentudty Industrial 
Utfi^ Consumers 

Florida Industrial 

PeMferU6ef8^Git)up 

Indians Industtial 
Group 

RoridB Industrial 
Power Users'Group 

lorFarrUliit/ftates 

Louisiine Public 
Service Commission 
Staff 

Weati(acaCorp„ 

EsstalcaAlyminumCo. 

OhioManidBcturers 
Association 

Annco Advanced 
MatartalSCD., 
The WPP industrial 
IntenanDis 

Li]uIsfBnaPut)Ic 
Service Commissfon 
Staff 

Ut i l i ty 

Florida Power Corp. 

Melropolllan Edison 
CD. 

GenencPnx&edlng 

Tampa EteetricCa 

l^nanc Proceeding 

Generic Proceeding 

Indiana MichiQan 
Power Co. 

Gulf States 

UtilHiesaitergy 
Corp. 

Potomac Edison Ca 

Gffteric Proceeding 

west Pann Paver Co. 

South Ceritraa Bel 

SwWaci 

Revenue r^wfements, Dl&M expertse. 
pension expense, OPEB expense, 
fossil dismantling, nuclear 
docommissionlng. 

Incentive regulation, perfomiancB 
rewanis, purchased power risk, 
OPES expense 

OPEB expense. 

OPEB expense. 

OPEBenpense. 

OPEB expense. 

OPES expense. 

Meiger. 

OPEBaxpensa 

OP^ei^tense. 

Incentive leguiation, 
performance rewarcb, 
purchased power rtstc 
OPEBaxpajisa 

AinHatetrwis4clMis, 
costeHoc^ions, itttffier'. 

X KENNEDY AND ASSOCIATES. INC. 
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Date 

12/92 

1/93 

1/93 

m 

3/93 

m 

3/93 

4/93 

4/93 

m 

9/93 

mz 

Coso Ju r i sd i c t . 

R-0092247d 

8487 

39498 

92.11.11 

U-1fflQ4 
(Suitebuttal) 

9 W 1 
EL-EFC 

PA 

lulD 

IN 

CT 

U 

OH 

EC92- FERC 
21000 
ER92.B0B.G0O 

92-1464-
EL-AIR 

OH 

ECg2- FERC 
210DD 
ERfl2-80e-000 
(Rebuttal) 

^3-113 

92490, 
S2490A, 
9n.*=ifio.c 

U-17735 

KY 

\Qf 

LA 

Expert Testimony Appearances 
Af 
UI 

Lane Kollen 
As of September 2008 

Party 

Pt^BdelphiaArea 
IndustrtaiEnHgy 
Users'Gmup 

Maiyiandlndustrlaf 
Gnsup 

PSMndustiiainmiip 

Connecticut Industrtat 
Energy Consumers 

Uuisiana Public 
Sarvica Commlsston 
Staff 

Ohio industrial 
Energy Consumeis 

Louisiana Putiiic 
ServitseCommBslon 

Air Products 
AmwoStBfl! 
Industrial Energy 
Consumers 

UuisianaPutiyc 
Service Commission 

Kentiiritylndustiiall 
Utility Customers 

Kentucky Industrfal 
UtjOtyCualomeisand 
Kentucfty Attorney 
General 

Louisiana Pulic 
Senfice Commission 
Staff 

UUIlIy 

PhUadelphte 
Electric Co, 

BallimDraGBs& 
Electric Co., 
Bethletwn Steel Corp. 

PSi Eneigy, Inc. 

ConnecHcul Light 
4 Power Co. 

Gulf States 
UtUHiasa^y 

Olio Power Ca 

Gulf States 
UtHitiesaitergy 
Corp. 

ClncinnatfGas& 
EleclrioCo. 

Gulf States 
UtiRtiesCntergy 
Corp, 

KentucKyUtUllles 

BlgRhiereBQCirtc 
Corp. 

Cejun Electric Power 
Cooperativa 

Sub jec t 

CFEB expense. 

OPEB expense, defened 
RfiLCWlPinraeetiese 

Refunds due to over-
coliecticinoftaxeson 
iviarbfe^ilcancetlRtlDn. 

OPEB expense. 

Corp. 

AffiBalBti&nsactiQns,tifil. 

frie^er. 

Revenue requlremfints, 
phasfrin plan. 

Merger. 

Fuel ciguse and coal cortract 
refund. 

DisallQWflncas and resJttution for 
excesslvetiiel costs, megai and 
improper peymer^, recovery of ndne 
dosure costs. 

Revenue requirements, deta 
restniduring agreement River Bend 
cosirewvery. 

J. KENNEDY AND ASSOCIATES. INC. 
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Page 12 of3l 

Date 

m 

m 

5«4 

5/S4 

6/94 

10/94 

10/&4 

11/&4 

11/94 

Am 

Ca$e Jur i sd lc t . 

U.20B47 

U-20B47 
(Surrebuttal] 

U"20l7a 

LA 

LA 

LA 

U-19S04 IA 
inaiai Post-
Merger Earnings 
Review 

U-17735 

39a5-U 

.SJSR-U 

IA 

GA 

GA 

U-19904 U 
Inilial Post-
futerger Earnings 
RovJBw 

(Rebuttal) 

li-17735 
(Retmltai) 

RJ0943271 

LA 

PA 

^ e r t Teatlmony Appearances 
of 

LaneKolien 
As of September 2DD8 

Party 

Louisiana Public 
Service Comrn^ian 
Staff 

Louisiana Putillc 
Senrice Commission 
S t ^ 

Louisiana Pul3|ic 
Sen/lce Commission 
staff 

Louisiana PuiiUc 
SefvtceCommtBsion 
Staff 

Louisiana Public 
Sewice Commission 
Staff 

Georgia Public 
SenrtcQ Commla&loii 
StBfl 

Geoigla Public 
SanACBComrr^ton 
Stall 

Louisiana Putiiic 
Service Commiasian 
StBtf 

LouistmaF^jbtic 
ServicQCommis&kin 
S t ^ 

PP&LlndustriBf 
Customer Afllance 

UtJItty 

Gulf Stales 

Uti les Co. 

Guff States 
Util»SB 

Louisiana Power & 
tight Co. 

Gulf Slates 
UtUiiiesCa 

Cajun Eleclrlc 
Pouver Cooperative 

Southern 6ei 
TfitophonaCo. 

SoutiemBeU 
TelaphorjaCo. 

Gulf States 
U t O ^ C a 

Cajun Electric 
Power Cooperative 

Pennsylvania Power 

& Light Co. 

Sub loc t 

Audit and Investlgelion Into fuel 
dmisa costs-

Nudearandfossil unit 
pef^anca,h iB l costs, 

fuel clause pt̂ nolptes and 
SuidaiiflBs. 

Planning and quantification issues 
of least cost tntegroted resouit» 
plan. 

River Bend phe3»ln plan. 
deregulated ass^ plan, capibf 
stniniiire, other revenue 
requirement issues. 

G&T cQoperstive iStsmalQng 
poHdas, exdusion of River Bend, 
Other revenue requirement Issues. 

Incentive rate plan, sanings 

review. 

Attemative regulation, coat 

River Bend phased plan, 
dsreguiatod asset plan, capitai 
structure, other revenue 
[oqi^r^^nent issues. 

G&T r:nnpHralive ret^naidng policy, 
exdiKlDn of River Bend, other 
revenue requirement issues. 

Revenue requirements. Fossil 
dismantling, nuclear 
decommissiQnlns. 

J. KENNEDY AND ASSOCUTES, INC 
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Page 13 of 31 

Oata 

6/95 

6/95 

10/95 

10/95 

11/95 

11/95 

1/96 

2/96 

5fi6 

7/96 

Ca&A J u r i s d l c t 

3905-0 

U-19904 
(DirKl) 

95-02614 

U-214a5 
(Direct) 

0-19904 
[SurrekittBl) 

GA 

LA 

TN 

U 

IA 

U-214a5 \J \ 
(Supplemental Direct) 
12/95 U-214B5 
(Sunehutt^) 

95-299-
E U I R 
95-300-
EL-AIR 

P U C N D . 

14967 

g&46S'LCS 

8725 

OH 

TX 

NM 

m 

Expert Testimony Appeaiances 
of 

U t M Kollen 
As of September 2008 

Party 

Georgia Pubic 
Ssnwe Commission 

Louisiana PubHc 
Senlce Commission 
Stafl 

Tennessee Office of 
the Attorney General 
Consumer Advocaie 

Louisiana Putilc 
SeralceCommlssiDn 
Staff 

LouisianaF^ljIic 
Service CommissiDn 
Staff 

Louisiana PubHc 
SoNlceCommissian 
Staff 

Industrtai Energy 
Consumets 

Office of Public 
Utility Counsel 

CDyofLasCruces 

The Maryland 
Induslrtd Group 
andFtedfand 
Ganstar, inc. 

Ut i l i ty 

Souttieit^SeH 
TetephaneCo. 

Gulf States 
UtilHiesCo. 

BQliSouth 
Telecommunic^lDns, 
Inc. 

Gulf States 
Utilities Co. 

I^S
 

Gulf Stales 

UtaiaesCo. 

The Toledo Edison Co. 
The Cleveland 
FiRctrir, 
Illuminating Coi 

Central PowerA 
Light 

EIPasoElectiicCD.' 

BatSmoreGas 
aSectrioCa. 
Pt^xnac Etectric 
Power Ca and 
Constellation Energy 
Corp. 

Sub jec t 

incentive regul3eoR,afiiatB 
transadiona, revenue laquliements, 
rate refund. 

Gas, oeBl,miciQarfbet costs, 
cantrBctpnjde(Kd,ba$e/fuet 
realignment 

AffJIiatDtrensacbDnS. 

NuelearO&M, River Bend pbasa^n 
plsabaseffijeireallgnmEinl,Na 
and AUMin asset deferred t a r n 
C4her revenue requirement isajes, 

Gas, coal, nucIasrftjBlcoSte, 
contract prudence, base/fuel 
leaitgnmenL 

NucJearO&iit, River Bend ph3s»in 
plan, basB/fuet i^Hgnment N a 
and AIIMin asset d^vred taxes, 
Other revenue requirement issuas. 

Competition, essetMrn'teoJ^ and 
revaluaHon, O&M aitpensa, other 
revenue raquSremeni issues. 

Nudeer decommissioning. 

Stranded cost reoQvery, 
minicJpBrizaliDn. 

Merger savings, iraciting mechanism. 

^mingsstraringptaansveoue 
raquirHnantissuea 

J. KENNEDY AND ASSOCIATES, INC, 
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Expert Testimony Appettrances 
of 

Lane Kollen 
As of September 2008 

Page 14 of 31 

Dato Case Jurisdlct Party unity 

9/96 U.2J092 
11/96 U-22092 

(Surrebuttal) 

U 

ID/96 9B-a27 KY 

2/97 R-00973B77 PA 

3/97 96-489 KY 

6/97 TO.97-397 liflO 

6/97 R.tM73953 PA 

7/97 R-a0973954 PA 

7/97 U-2209Z IA 

8/97 97-300 KY 

Louisiana Public 
Sendee C e m m i s s ^ 
staff 

Kentucky industrial 
UtItRy Customers, Inc. 

PhUadetphiaArea 
Industrial Energy 
Users Group 

KenluGhy Industrial 
Uti|I^CtHlnmers,lnc. 

fCitelecamraunlcatlons 
Corp., inc., MClmelro 
Access Thmsmieston 
SenRces,inc. 

PhUadeiphiaArea 
IndiiElrfai Energy 
Users Gioup 

PPAL Industrial 
Customer AlSance 

LcHiisianaPubliG 
Service Commission 
Stair 

Kivilucky Industrial 
U i t y Customers, inc. 

Entergy Gulf 
Slates, Inc. 

Big Rivets 
Electric Corp. 

PECO Energy C a 

Kentucky Powar Co, 

Southwestern B ^ 
Telephone Co. 

PECO Energy Co. 

Pennsylvania Power 
&L [gh lCa 

Entergy Gulf 
States. Inc. 

LouisvlileGas 
& Electric Co. and 
Kentucky UtiiltlQs 
Co, 

RiverBendphsse4nplan,bBse/)uet 
realignmenl, N a and AilMin asset 
deferred taxes, Qther revenue 
requiiemem Issues. aHocailon Of 
legulated/tunregUlaled costs. 

Envimnmenlal surcharge 
recoverable costs. 

Stranded cost lecovery, reguiateiy 
assets and labifitiflS, intangible 
Iransitbn charge, revenue 
lecjuireftftnis. 

Environmenlal surcherge racovarobie 
costs, system agraeinuntti, 
a&iwance inventory, 
iurisdictiDnalaHocatlan. 

Price cap regutedcn, 
revenue requirements, rste 
of return. 

Resbucturing. deregulaHon, 
Stranded costs, regulatory 
assets, liabyitie6,rHJdear 
and fossil decommtestoning. 

Rsslfucturtng, defamation, 
stranded costs, regulalory 
assets, liabilities, n u t ^ r 
gndfc^decommfsskwing. 

DsprsciBtlon rates and 
me0«xlok)gies,RIwrBenit 
pha5fr4n(toi 

Meiger pofioy. cost savings, 
surcredit sharing mechanism, 

rale of r ^ u n . 

J, KENNEDY AND ASSOOATES. INC. 
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Data 

m i 

10/97 

10/57 

10/97 

11/97 

11/97 

11/97 

i \m 

11/97 

C a s e J U i i s d l c L 

R.flOS?3M4 
(Surrebuttal) 

^ -204 

R-974Q06 

R^g74flCl& 

97-204 
(RabutialJ 

U-22491 

R-0C973953 
(Sunebuftai) 

R-973a«l 

R-974104 

PA 

KY 

PA 

PA 

KY 

LA 

PA 

PA 

PA 

Exper t Tes t imony Appearances 

o f 

Lane Ko l l en 

A s o f S e p t « 4 n b e r 2 0 0 B 

Party 

PPiLindustilal 
Customer Aisice 

Alcan Aluminum coip. 

SouthwiifiCa 

f^teiJOpol»afl Edison 
(ndusbtdUseie 
Group 

PenelBG industrial 
Customer Allance 

Alcan AhmiiumCofp. 
SaithwIreCo. 

Louisiana PuHo 
SenrioeCammfeskm 
Staff 

PhUadeiphJaAfBa 
industrial Eneigy 
Users Group 

West Penn Power 

Duquesne Industrial 
IntervonOrt 

u t n i t y 

Pamsyluania Power 
ftUghtCo. 

Electric Corp. 

Metropotllan 
FdJmnCo. 

Pennsylvarda 
Electnc Co. 

eigRlveiQ 
Electric Corp. 

Entergy Gulf 
States. Inc. 

PECO Eneigy Co. 

West perm 
Power C a 

Duquesne Light Co. 

Su l^ jec t 

Re8tlUCturir^,deresulalli:tfl, 
stranded 0D3lS,ragulatDiy 
assets, fiBfaititte&,nuciear 
andrdssfidecomnissiordng. 

Restrudur^, revenue 
raqulrements, reasonebfenefis 

RBstnicturing.dera9ulalion, 
stiandedcosts.regulafory 
ssetSifebiHies. nuclear 
9 id fossil decomms^oningt 
revenue requirements. 

Restructuring, deragulaftn. 
stranded ooSls,regiiatory 
assets, tlahUlies,nuc(eBr 
Bndf»SSitdeccfnmissionlng, 
FBvenuefRquiiemenfe. 

Res&vciuring,jwanue 
fsquiiamenis, leasoftabteness 
of rates, cost aHocatlQa 

Allocation of resUBtodarxl 
nonregutated i M Is, otiier 
revenue requnHTiont issues. 

RestnJctuiing,deiegiitation, 
stranded 0Qst&,re3ulatay 
assets. )isbltf^BS,nu9ear 
andibssAdecommissiDnlna. 

Rastrudunr^, der^uiaSon, 
stranded costs, regulstory 
assets, l ^ i i f ies , tes i l 
dfloommissloning, revenue 
requirements, secur i t i za^ 

Restmctuiins, deregulation, 
stranded costs, legutatory 
asses. flabHilifla. nuclear 
and fbssy decdonmlssla^ng, 
revenue requirements, 
seouritizatian, 

J. KENNEDY AND ASSOCIATES- INC 
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Da\o 

} m 

12/97 

i m 

2/98 

m 

m 

m 

10/98 

10/9B 

lD/9a 

Caf te J u r i « c t l c t 

R-9739B1 
(Surretultat) 

R-9741D4 

(SUfTBbultaO 

U-25491 
(Sunabutlfll) 

8774 

PA 

PA 

LA 

MD 

U-52092 t A 
(Allocated 
SlimtedCostlssues) 

a39Q-U GA 

U-22Q92 LA 
(Allocated 
Str^dedCostlsGueG) 

37-596 

9355.U 

U-17735 

Î E 

GA 

U 

Expert Testin l o n y A p p e a r a n c e s 

o f 

U n e Kolten 
As of September 2008 

Party 

West Penn Power 
Indusirlallnlen/enors 

D u c ^ n e Industrial 
^tenrenora 

UiuisianB Public 
Service Commission 
simf 

westvaco 

Louisiana PubRc 
SenficeCommisslQn 
Sisif 

GeofgiaNalisat 
Gas Group, 
GeorglsTextilB 
frianufactuiers Assoc. 

Louisiana PubTic 
Saniloe Commission 
Staff 

Malie Office of the 
PubiJcAdvaCBte 

Geoigte Public Servos 

Commission AdtfaiMfy Staff 

LouistenaPtiblk: 
Senflce Commission 
SUtff 

LMIity 

West Penn 
Power Co. 

Duquesne Ught Co, 

EnleigyGitf 
States. Inc, 

PoloPfiac Edison Cp. 

EnleigyGufF 
Slatesjna 

AHantaGae 
MghiCo 

Entergy Qutf 
States, Ina 

Bangor Hydro-
ElectricCo. 

Geoigia Power Co. 

Cajun Electric 
Power Cooperative 

S u b j a e t 

Re5tm(^uring,d^Uiai lon, 
Stranded costs, legutatory 
asseb,llat»flies. fossil 
decommissioning, revenue 
requrammts. 

Resimcturing. deregulation, 
stranded costs, r e g u i ^ 
assets, r»biites, nuclear 
and tKsH decomiYdfiSiont'Q, 
FBAfluerequiremenls, 
sflcurizstion. 

AHocf l t ionof regul^and 

nonregulaied costs, 
other revenue 
requffflmant issues. 

Merger of Duquesne. AE. customer 
safiaguards, savings sharing. 

rtesuuGHjring, sirariueQ coi is, 
regulatory assets, securitization, 
regulatory millgation. 

ResftiKAffing. iff)bundlng, 
stranded costs, ftusntjve 
resuiBlion, revenue 
requrements. 

Reslruchiting, sts^ded caste, 
regulalory assets, Becuritlzation. 
regufatorymttigatktfv 

ReslnfcM^ng, unbundlnp, stranded 
costs, T&D revenue nsqui«nents. 

AffitlatalransaaBot^s. 

GUcoapera t rver^mdung 
policy, cHher revertue mquliBment 
issues. 

J. KENNEDY AND ASSOCIATES. INC. 
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Data 

11/98 

12/9B 

12/95 

1̂ 99 

3/99 

3/99 

3/99 

3/99 

3/99 

4/99 

4/9B 

4/99 

C^ee Ju r i sd l c t . 

U-23327 

(Drecl) 

98-577 

90-10-07 

(Surrebuy) 

98474 

93426 

99^M2 

gM83 

U-23358 
[Supplemental 
Surrebuttal} 

99.03-04 

09-02-05 

U 

LA 

ME 

CT 

LA 

K̂  

KY 

KY 

KY 

UK 

CT 

CT 

Expert Testimony Appeamncas 
of 

Lane Kollen 
AsofSeptQmber2008 

Party 

Louisiana Public 
SenriceCommissian 
Staff 

Loukj'ane Public 
Service Commission 
Staff 

fyiaine Office of 
PiiNlcAdvoG^ 

Connecticut Indu&trial 
Energy Consumers 

Louisiana PubHc 
Service Commission 
Staff 

ftentucky industrial 
UUBty Customers, Inc 

Kenludfy industrial 
UtllilyCuslomeis.lnc. 

Kentudiylrxlustijel 
U % Customers, Inc. 

Kentudtylndusbiai 
UUllly Customers, Inc. 

Louisiana PuUc 
Service Commission 
staff 

Cor^necllcut I n d u e d 
Energy Consumers 

Connecticut tndusirial 
Utility Customers 

Ut i lHy 

SWEPCO.CSWand 
AEP 

Entargy Gi# 
State, Inc. 

(i^aine Public 
SanrtceCo. 

United lluminating 
Co. 

Entergy Gulf 
Slates. Inc. 

LoulsvieGas 
andEiBE^Co, 

Kentucky Utiimes 
Co. 

LouGvUaGas 
andFlfr,trlcCa 

KenlucKyUtiillies 
Co. 

EnlagyGuff 
States, ln& 

United ttlumlnating 
Ca 

Connedlrut Light 
andPoiiisrGa 

Sub jec t 

l^efgerpoHcy, savings shanng 
mechanism, affiNaie transaction 
CCnditiDns. 

Alocation of regulated 9id 
nonregulated costs, tax Issues, 
emil other revenue requirement 
issues. 

strended cost, T&D revenue 
requirBmerris. 

Stranded costs, investment tax 

income taxes, excess defened 
viGome taxes, 

ASocatton of regulated and 
nonrogutaCed costs, tax Issues, 
and other navanue requr^nent 
issues. 

Revenue requiremenb, ailemative 
forms of regutadiMi. 

Revenue mqusHtients, allemetiVB 
fomts of regulation. 

Revenue requliBments. 

Revenue reqUrements, 

Allocation of regui^ed and 
nonreguiated costs, tax issues, 
and other reverue requirement 
tesues. 

RegulstoryEBselsandiiabWes, 
stranded costs, recovery 
nffichamsTTis. 

Regulaioiv assets and liabilities 
stranded costs, lecCn^ery 
mechanisfflB. 

J. KENNEDY AND ASSOCIATES, INC. 
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Date 

5/99 

5/99 

5/99 

6/99 

6/99 

7/99 

7/99 

7/99 

7/99 

B̂ D 

6199 

c a m Jurte<| lcL 

98426 KY 
99-082 
(AdditiDnal Direct) 

9M74 
99-083 
(Additional 
D M 

KY 

9a4ffi KY 
93474 
(Response to 
Amended ApptJcaHons) 

97-596 

U'233S8 
• 

99-C^S 

U.23327 

97-596 

9a^)452-

EGI 

90-577 
SuriBbuttal 

96425 
99-062 
f^ebuttai 

ME 

U 

CT 

U 

ME 

WV 

m 

KY 

ExpAit Tesflmony Appeairattces 

As 

Party 

Kenlucity Industrial 
UtUty Customers, bic. 

Kentucky Industrial 
Utility Cusbmers. Inc. 

Kentudty industrial 

utittyCusiQmeis>tnc 

lulaine Office of 
Public AdvQcalB 

Louisians Public 
PubflcSenlcaComm. 
Sidif 

Connecticut 
Industrial Energy 
Consumers 

LousianaPiibHc 
Ssnrice Commission 
Statf 

t;4ajneOflic8Df 
PirisSc Advocate 

West Virginia Energy 
Users Group 

Maine Office of 
PiMc Advocate 

Kentucky industrtel 
Ufifi'ty Customers. Inc. 

U n e KoUen 
of September 2008 

UWtty 

Louisville Gas 
andSectrtcCo. 

Kentuci tyUt l i^ 
Go. 

LouistfileGas 
andElectri&Co.and 
Kentuclcy Utiilies Co. 

Bangor Hydro. 
EteclifeGa 

BitargyGulf 
States, inc. 

United Illuminating 

Co. 

SoutflVMG^EIeclric , 
Power Co., Central 
and Sniith west Con>, 
and American Etecbic 
Power Co. 

Bangor Hydro-
EledilcCQ, 

^fonongahetaPokver, 
PotonacEcfistw, 
Appalaehlan Power, 
Wheeling Po«ef 

Uriaine Public 
Service Co. 

U i u M l e G a s ^ 
ElectrroCo. 

S id) |ec t 

l^evenueraqulremanis. 

Revsiuerequiiemenls. 

AHemattvaragulalion. 

Request feraccounf^ 
order regarding ^ e ( ^ 
industry resinicturing costs. 

Affilate transactions, 
costaflocations. 

Stranded costs, regulatory 
assets, tax Bifeds of 
asseldivestltura 

hdei^afSatllementwd 

Stipuiatian. 

Restmcturlng, unbundihg, sifwdad 
cost, T&D rawenuB requsements. 

Regulatoiy assets and 

itwniiBes-

f^esiructurlng, unbundKng. 
stranded costs, T i D («uenue 
requirements. 

Revenue lequir^nents. 

J. KENNEDY AND ASSOCIATES, INC 
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Data 

8/99 

8/95 

10/99 

11/99 

11/99 

04/00 

01/00 

QSjDfl 

nfi/nn 

05/00 

Caso Jurisdict. 

98474 
9fwm 
Robuttal 

9B-0452-
£.GI 
Rebuttal 

U-241B2 

DM 

21527 

KY 

WV 

LA 

TX 

0-23358 LA 
Surrebuttal 
AfflNaie 
Transactions Review 

99.1212-EL^TPOH 
99-1213.EL.ATA 
99-1214^-AAfy| 

U-24182 

Surrotkittai 

2003-107 

LA 

KY 

Û 241B2 LA 
Supplemental Direa 

A-110S5DF0U7PA 

Expert Testimony Appearances 
of 

Lane Kollen 
As of September 2DD8 

Party 

Kentucky industriel 

UllJityCustOffieis.lnc. 

West vlrginls Energy 
Users Group 

Louisiana PuDSc 
Service Cĉ nmission 
siaif 

OaHae^LWortti 
Hospital Coundi end 
CoafittanofindBpender̂  
CoiiegeaandUntvfflslUes 

LoUslenaPubtlG 
Service Commission 

Staff 

Grealer Cleveland 
GrowBi Association 

Lo^sianaPubiii; 
Senrfca Commission 
Staff 

Kentucky Industrie 
Utility CustomEfS, Inc. 

Loutsiana PubTic 
Sen/ice Commission 
Staff 

PtifiadetpttiaAiea 
lndus»lai Energy 
Users Group 

Utility 

KentudtyUtiiliesCo. 

Monongahela Power, 
Potamac Edison, 
Appalachian Power. 
Wheelina Power 

Entergy GuH 
Slates, inc, 

TXU Electric 

Entergy Gulf 
Slates, Inc 

1 ^ Eneigy (Claveland 
ElectftJlumlnallng. 
Toledo Edison] 

Entergy Gulf 
StetBs,lnc. 

Kentucky Power Co. 

Entergy Gidf 
Slates, Inr:. 

PECO Energy 

Sut^ect 

Revenue requNnenls. 

Regulatory Bss^ and 
ll^littea. 

AlocaSon of regulated end 
nonre îtated costs, aliate 
transactions, lax Issues. 
and other revenue recpjirenniYl 

Re5buclutinB,shBnded 

costs, taxes, secuiittzation. 

Sarvice company BHiliste 
transacfion costs. 

HIstDrical review, stranded costs, 
regulatoty assets, iiaisiiltles. 

AtlQcaltontjf regulated and 
nonregulated costs, aifiliste 
transactions, tax Issues. 
end other revenue requirement 
issues. 

ECR surcharge rotin to base rates. 

APiete expense 
profbrma adjustments. 

Merger beMeen PECO and I Inirm, 

J. KENNEDY AND ASSOCIATES. INC. 
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Date 

07/00 

05/(ffl 

07/00 

08/00 

mo 

10/00 

11/03 

12/00 

01/01 

Cage Jur ted lcL 

22344 

99-1650-
EL-ETP 

U-21453 

a-24(ffi4 

TX 

OH 

U 

LA 

PUC 22350 TX 

S(^H 473^0-1015 

R.{IQ9741D4 
Affidavit 

P^flQ1B37 
R-ffil974008 
P-00Q01B38 
R-QQ974nn9 

PA 

PA 

U^1453, U^ 
U-2Uti26. U-22092 
(SubdocketC) 
Surrebuttal 

u-24993 
D^BCt 

U 

Expert Testimony App«aranc9« 
of 

Lane Kollen 
As of September 20D6 

Psrty 

The DaOaS'FQrt Worth 
HDspitel Council and The 
CoaSGonoflndepetdent 
Colisgas and Universities 

AK Steel Coip. 

Louisiana PubKc 
Se(vl<» Commission 

Louisiana PubTic 
Service Commission 
Staff 

TheDallas^=tWorft 
Hospilai Council and 
The Coalition of 
independent Colteges 
And UniveisUes 

Ourtuesneinduetriaf 
intarvenofG 

fi4etiopolten Edison 
industriel Users i^oup 
Penetec industrial 
CusiomerAllance 

Louisiana PubBc 
SenrioeCanmlsalon 
Staf 

LoulslanB Public 
Sen/)ce Commission 
Staff 

Ut l lhy 

statewide Generic 
Proceeding 

CincsmatiGaS&ElecirtcCo, 

SWEPCO 

CLECO 

TXU Electric Co. 

PuquBsne Light Co. 

Uetfopolkan Edison Co. 
PennsylvaniB HectrlcCa 

SWEPCO 

EnteigyGulf 
States, Inc. 

SUt^lACt 

Escalation Of O&M expenses for 
unbrridted T&D revenue raqulmments 
in p ro je t ^ test year. 

RegOalDry transition cosis. Including 
neguiaioiy assets and liabiifies, SFAS 
109. ADIT, EDIT, tTC. 

Stranded costs, leguiatory asse^ 
ar^BaUiitles. 

Affiliate transaction prcing retem^ng 
IHTtdptes, suliKiidlzaAlon of nonregulated 
affillatea, ratemaicing adjliStmenls. 

Re6trueiUfing,T4DiBvanua 
leQulrements, mitigation, 
regufatory assets and liabiriliss. 

Final accounting for stranded 
costs, including treatment of 
auc%x\ proceeds, ^ e s , capttai 
costs, swfehbacKcast3> end 
excess pension fundng^ 

Ftf^ accounting far Stranded COStS, 
including treatment olaucfion pracBeds, 
taxes, regulatory assets and 
iamtles,transactlDn costs. 

Stranded costs, regui^iry assets. 

ASocatlDn of regulated and 
nonregulated cosb, tax issues, 
and Other revenue requirement 

J. KENNEDY AND ASSOaATES, INC. 
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Dat« 

01/Ql 

01«1 

01/01 

02/01 

03/01 

04/01 

&4/01 

05 ̂ Dl 

Case Jurisdlct. 

L-21453. U 
U-2Q925, U-22092 
(Si4)dDCl(etB) 
Surrebuttal 

Case No, KY 
2000-386 

Casein KY 
2MJ0439 

A-1lD300r0035 PA 

A-1104D0Fa04O 

p m x i i m PA 
p-00001861 

U^1453, LA 
U-20925, 
U^2092 
[SubdcdtetS) 
Settlement Temi Sheet 

U-21453. LA 
U-2Q925. 
U-22092 
(Subdodcel B) 
Contested Issues 

IW1453, IA 
U ^ 2 5 , 
U-22092 
(SubdocltelB) 
Contested Issues 
Transmlssinn and Disbihtitkjn 
Rebuttal 

Expert Testimony Appaarartees 
or 

Lane Kotlen 
AsofSeptemlMr2008 

Party 

Louisiana PulsTic 
Service CommiseiDn 
Staff 

Kentucky IndusMal 
UHity Customers. Inc. 

Kentudtylndustrlai 
UtflttyGustQtWKa,lnc-

Mot-Ed fndustriai 

Usera Group 

PenelDcindusWal 

Customer Ailance 

M e t ^ Industrie 

Users Group 

PenelBclndusidat 

Cusiorner Alliance 

Louisiana PubSc 
Public Service Comm. 
Stiff 

Louisiana Public 
Public SenriceComnL 
Staff 

Louisiana Public 
PuWlcSan*»CQmm. 
Steff 

Utility 

EnteigyGuV 
States, Ira, 

LoulsviiteGas 
SFlRrincCO. 

Kentucky 
Uti«lB5Cb. 

GPU, Inc. 

FlfSl&iBrgyCarp/ 

Metiopolltan Edison 

Co. and Pennsylvania 

Plr^ricCo. 

Entergy Gulf 

Slates, inc 

Entergy Gulf 
States, mc. 

EnieigyGiilf 
States, Inc. 

Sut>[ect 

Industry rasln«;tiiring, business 
separaBon plan, ctg^nizallon 
5truGtise,t]0ldhaimless 
conditions, financiig. 

Recovery of environmental costs, 
sî HOhargemechanim 

Recovery of environmenlal costs. 
fiUFcheigetnechanisni. 

Merger, savings, reilBbility, 

Recovery of costs due to 

proiriderof test resort QblgatiDn. 

Business separation plan: 
seiyamenl agreement on overaK plan 
sinidura, 

Bustnass separation plea 
agraemenis, hold harmless conditEans, 
separ^'tfis melhodobsy. 

Business separation pisnr 
agreemsnte, trold hamitass QondHions, 
SepBTBllons methodology. 

J, KENNEDY AND ASSOCIATES. INC, 
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Page 22 of 31 

Date 

07/01 

10101 

1101 

11/01 

m2 

02/02 

03/02 

03/02 

D3rt}2 

Case Jur led lc t . 

Expert Testimony Appearances 
of 

U n e Kollen 
M a r September 2008 

Pirty 

U-21453. LA Louisiana n ^ l i ; 
u-y[ii)i^5, , PubiieSenflCBComm. 

U.2?Q9?. Steff 
SubcbcHetB 
Transn^sGlon and DislributiDn Tenn Sheet 

14Q00-U 

14311-JJ 
Direct 
Panel with 
So l tnK l l I ^ 

U-256a7 
Direct 

25230 

U-25687 
Sunebuttel 

14311.U 

Rebunal 
Panel with 
Bofin Killings 

GA 

GA 

u 

TX 

u 

GA 

14311-U GA 
Rebuttal 
Panel with 
it/ifchelteLTlieben 

QQ114a-EI 

04/02 U-25BB7 

{SupptementatSurrebuttal 

04/02 

FL 

LA 

y 

U-21453>20aa5 
andU-aai92 

Gaoigia Public 
Sonice Commisfon 
Adversary Staff 

Georgia PubllD 
Sorvicfl Commission 
Adversary Staff 

Louistana Public 
Senrice Commission 
staff 

LMJIty 

Entergy GnV 
Slates. Inc. 

Georgia Power Compaiy 

Atlanta Gas Ligitt Co. 

Entergy Gulf Slates, Inc. 

Dallas FL"Wb(th Hospltat TXU BRctdc 
Cninti&theCDaHlonof 
independent Colleges a Univar^ties 

LouisianaPublic 
Senrice CommisslQn 
Staff 

Georgia PiihTir: 
Seniice Comnisstan 
Adversary Staff 

Geoigia Public 
Service C O A H M O T 
Adversa^Staff 

South Florida ftopHai 
and Healthcare Assoc 

Louisiana Pubte 
SBEwjcBCommisskin 

LouisianaPublic 
Service Ccnvnisslon 

Entergy Gulf States. Inc. 

AflantaGaSLfehtCo, 

Attsnta Gas Light Co, 

FNdaPowar&LjghtCn. 

Entergy GUfS^es, inc. 

SWEPCO 

S u b ^ 

Business separaflon plat: settlement 
agreement on TAD Issues, a g r e e i n g 
necessary to implement T&D sepantians, 
hold hamtless condltlone, separetiofis 
ntewowsogy. 

Revenue requiremenis, Rab Ptan, liiei 
dauSfiXsCOvery-

Revenue raqulremente, revenue forecast 
O&M expeniis. depredailui, plant addifione, 
c^woridngcapitBL 

Revenue requirement, oapitat stweture, 
diocefonorre^jlaied and nonregulated cBE^ 
RrvarBenduprate. 

Silpuaiion. f^utaKxy assets, 
securitizatfon financing. 

j^euenue (dqtirsfflents, co ipc r^ ffanehfEa 
lax. conversion lo LLC, River Bentt uprste. 

Revenue requirements, eaminfls sharfng 
ptan.sanncequaHlystBndBrdB. 

Revenue fequlremenis, revenue forecast, 
O&M expense, d^MecJetton, plant adt^dons, 
cash woiklng capital. 

Rsvemre requremenla. Nudear 
lllfe exiensioa storm damage accnials 
and rasenre. cspilri Bln^cture. O&M SKpense. 

l=tevenue requremenls, corporatefranchise 
lax. convwsion to LUC. Riuer Bend uprate. 

Business separation plan, T&D Jann Sheet 
separations meihodotogles, hold herniiess 

X KENNEDY AND ASSOCIATES, INC. 
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Pata 

mm 

06/02 

09/02 

11/02 

01/03 

04/03 

04/03 

06/03 

Q&03 

t1/Q3 

CaAB Jurisdlct, 

(SubdockatC) 

EL01-
83-000 

U.25866 

2002-00224 

2002-00225 

2002-00146 
2002-00147 

2002-00169 

2002-00429 
2002-QO43D 

U.26527 

£L01-
88-000 
Rfitiuttal 

2003-00063 

ERD3-7S3-Q00 

I ^C 

LA 

KV 

KY 

KY 

KY 

L̂  

FERC 

KY 

FERC 

Expert TesUmony Appearances 

Lane Kollen 
As Of September 2008 

Pai ty 

Sl^ 

Louisiana Pitllc 

Service CommlssiQn 

LouisianaPublic 
Service Gomrrtsaion 
Stair 

KentucirylndustriBl 

uiiiiiieaCu5tofflerB.fnR 

Kenfucliylndicbial 
Utiles Customers, Inc. 

Kenhicky Industrial 
tiPtins Customers, Inc, 

Kenhicfcyindustnal 
Utility Ct^msre, Inc. 

LouisianaPublic 
Service Commission 
staff 

Loutsiana Public 
SeniicBCommbslon 

Kentucky Industrial 
UtrntyCusiomets 

Loufeiana Public 
Ssnrlce {̂ HTimlssiQn 

ut i l i ty 

Entergy Services, frt 
and The Entergy Operating 
Companlaa 

Entergy Guff States, Inc. 
and Enteî y Louisiana, Inc. 

Sfff^ect 

coTKf&ons, 

System Agreenwnt, piDduction cost 
equalizBtbn, taiifbi. 

System Agreement, production cost 
disparities, prudence. 

Kentucky UHSliee Co, Line losses and fuel etouse recovery 
Lout5vj|eGas& QectrlcCOi aseodaNwUhoff^aystem sales. 

KentudtyiJdl^Go. Environmental eon^anoecoels and 
Louisville Gas &Efectric Co. surcharge recovery. 

Kentucky Power Co. 

Kentucky UtUities Co. 
Louisville Gas AEiedriC Co 

Enl^y Gulf Slates. Ino. 

Entergy Services, Inc. 
and the Entergy Operating 
Companies 

Kentuclcy Utiillies CO. 

Entergy SenffCes, inc. 
and the Entargy Operafrig 
Companlefi. 

Envtonmental corr^lancs casta and 
surcharge recovery. 

Extenson of merger surcredlt, 
flaws in Companfes'sbides, 

Revenue requirements, corporate 
franchlEetax,conueisiQntaLLC, 
Capital structuie, post test year 
Adiustmmts. 

equÊ HzBlk̂ , Isiffs. 

Environmental last recovaiy, 
corredon of base rate error. 

Unit power puFĉ »fies and sate 
cost-based tariff pursuant to System 
Agreamant. 

J. KENNEDY AND ASSOCIATES, CXC 
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Deee 

11/03 

12rt)3 

12/03 

12^3 

m^ 

03/04 

0M4 

03flD4 

Case J u r i s d l c t 

ER03-363^K10. f ^ C : 
ERQ3.5834)0t,and 
E i ^ a ^ 4 ) Q 2 

ER03^1-000, 
ER03^14)Dt 

ERa3-682-Oro, 
ERQ3^24)D1, end 
ER0J5a2-Q02 

EBa3-7W)QQ, 
ER03-74iHrai 
(Consolideted) 

U-35527 LA 
Surrebuttal 

2O0JJ)334 KY 
20034)355 

U^7136 LA 

U-26527 LA 
Bupptementa! 
Surrebuttal 

2003^0433 KY 

2003410434 KY 

SOAHPMl(et TX 
473^245&, 
PUCOoci«3t 

Expert Testlrrtony Appearances 

Lane Kollen 
As or September 2008 

Party 

Louisiane Public 
Senws Commission 

Louisiana Publle 
Senlce Commission 
Staff 

Kentuclcy industry 
Uf|ltyCu6tDmeni,lnc 

t M i a n a PubTic 
Sen/ice ComnissiDn 
Stalf 

Louisiana Public 
SefvicB CwTin^lon 
staf 

Kenludiy industrial 
utility Customers, mc. 

Kemudty Industrial 
utility Customers, Inc. 

CHIesSen^byTeitas-
New Mexico Power Co. 

u t i l i t y 

Enteigy Services, t/1C„ 
Ihe Entergy Operate 
CamFenie$,EWOMad(et-
InftUP.andEnteigy 
Power.lnc. 

ErtietgyGutr stales, Inc. 

Keniuctv unities Co. 
LouEvilta Gas & Electric Ca 

Bitffsf Louisiana, inc. 

Entfflgy Gulf States, inc. 

LouisvaieGas&QertricCo. 

Kentucky UtlBtlesCa 

Texas^ew Mexico 
Power Ca 

SubjBCA 

Unit pQWfirpurchBse and sale 
agreennents, contractual provtslons, 
projected costs, tevetfzed rales, end 
fonnula rates. 

Revenue rettuirements, corporate 
Itsnchiseta); conversion tfi LLC, 
Capital stnrctura. post test year 

Earnings ShBringMechanisni. 

Purchased po«er contracts 
betHveenafliriates, terns and 
CDOdiiions, 

Revenue requiramenls, oorpor^ 
franchise tax, conversion to UX, 
capttai Stnrcture, post test year 
adjustments. 

Revenue requirements, deprecistiQn rales, 

earnings sharing mechanic, merger 
sufCredlLVOTsurcrediL 

Revenue requirements. d^veciatlDn rates. 
O&M expenses de^snals and amonizeiion, 
earnings sharing mechaNsn, merger 
suraeifit.VDTsurcrHfL 

Stranded costs tm^up, including 
Indudins valuation lEsuas, 
ITC, ADIT, excess earnings. 

X KENNEDY AND ASSOCIATES- INC. 
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Data 

05/04 

0&04 

08/04 

09/04 

10/04 

12/04 

01/05 

02^5 

02/OB 

02/OS 

Ca$e JuTl f l t fcL 

2920& 
04-159^ 

EL-UNC 

SOAH Docket 
473-04^55 

PUCI^ocket 
29526 

SOAH Docket 
473^04^556 
PUCDodtet 
29526 
(SuppfOlrect) 

Docket 1̂ 0. 
U-7t327 

SijhrinrAetP 

Oodtetl^D. 
U-23327 
SubdockstA 

Case No. 
2Q044JUa2l 

Case No. 
2004430372 

30485 

1flS38-U 

1B63&-U 
Panel with 
TonyWaciterly 

OH 

TX 

TX 

LA 

LA 

KY 

TX 

GA 

6A 

16638^ GA 

Panel with 
l^tehaileThebat 

Expert TesWmony Appearances 
of 

Lane Kollen 

Party 

Ohio Energy QlOUp, inc 

Houston Coundt for 
Health find Educagon 

Houston CouncUfer 
HeaihendEducstiDn 

bulsfanaPubfe 
Seniice Commission 
Stair 

Louisiana Pubtic 
SeretceCommlSfilon 
Staff 

Gdiatin Steel Co. 

HmiAtnn Council btr 
Health and Educafion 

Georgia PubBc 
Sawice CommissiDn 

Adversary Staff 

Georgia Putiilc 
Sanflce Commission 
Adversary S l ^ 

Georgia Public 
Sanrica Commission 
AdveniarySldlV 

Ut i l i ty 

ColumhusSoulhefn Power 
Ca&oh io Power Co. 

CenterPoint 
Energy Houston Qaclric 

Canterf%int 
Energy Houston Eiddric 

SWEPCO 

SWEPCO 

East Kentucky Power 
Cooperative, Inc., 
Big Sandy ReccataL 

Center^int Energy 
Houston Slectrii; LLC 

AlianUKSas Light Co. 

Allantafies Light Co. 

AflantaOBsUghlCo. 

Su t^ec t 

Rate stabflzatkxi plan, defenafs, T&D 
rate increases, earnings. 

S t r ^ e d costs trbe4p,)nciud»)g 
valuation issues, n c , EOtT, eitcess 
mitigalion cxedHs, eapaci^ auction 
tntfriip revenues. irKBfdfiL 

Interest on stranded cost pursuant to 
Texas Supreme Court flsmand. 

Fuel and purchased power expenses 
ieca«rable through ^ ed|Lfilment cteuse, 
trading activities, owipHancswfth tenns of 
various LPSCOrdM. 

Revenue requNnents. 

Environmental cost rocovary, q u a l l ^ 
costs, TIER lequifflmenls. cost afcCBtioo. 

Strended cost tnje-up including regulatory 
Central Co. assets and liabilities, iTC, EDIT, 
cnpnn^ auction, proceeds, excess mitigBBDn 
crediEs, retrospactitfa and piospediye ADIT. 

Revenue requfremems. 

pipsilndreptaeerT»nt program 
surcharge, p s f k m a m besed rate plan. 

Energy oonseivsN, economic 
deveKiproenl,andtarl?l59jes. 

J. KENNEDY AND AwSSOC!ATES. INC. 
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Date Case Jurifidict Party 

Expert Testimony Appearances 
of 

Lane Koflen 
As of Sftptember 200B 

Utility Subject 

03/05 

06/05 

06/05 

08/05 

09/05 

Q9«15 

1Q/D5 

11/05 

01/06 

CaseNo, 
2004^10421 

2105410068 

(Ifi0n45-El 

31056 

2029d.U 

20296^ 
Panatwith 
VttolaTaytor 

0442 

2005410351 

2 0 0 5 ^ 3 5 2 

2005-00341 

KY 

KY 

FL 

TX 

GA 

GA 

DE 

KY 

KY 

K e n t u ^ Industrie 
UBiityCustomefS,lnc. 

Kentucky Indusirial 

UtiKty Customers, in(^ 

South Florida Hospitei 
avlHeaSthcsite Assoc 

AiancetorVaAey 
Heaifhcare 

GeoiQlePublk: 
Service CommissiQn 
AdveiKSfy Staff 

Georgia P i M c 
Service Commissfon 
Adversary siBlf 

0el3iirai« Pubic ServlM 
Commission Staff 

Kentucky InduslrialUtity 

Customers, inc. 

Kentucky iRdustri^i 
U i t y Customers, Inc. 

Kentucky Utitiias Co. 
UHilsvUe Gas & Electric 

Kentucky Power Co. 

Fk>riitaPau»er& 

Ught Co. 

AEPTe)(a5 
Central C a 

Atmos Energy Corp. 

AimQBEnGigyCQrp. 

Artesian Water Co. 

Kentucky UiyitieeCo, 
LousviifisGasand 
FlwtricCfl. 

Kentuci^ Power Co, 

Environmenlal cost rGcovery. 4OIK 
Croatlon Act of 2004 and § 199 (tedUcUOrt, 
excess common equtty rate, deferral and 
amorfeaiionof noniBcunlng O&M expense, 

Envlronnuntal cost reooveiy. Jobs 
Creation Actof 2004 and §199 deduction, 
mogins on aiowancas used Ibr A £ P 
syslem sales. 

Slonn damage ei^iense and reserve, 
RTQ cDsb, O&M dispense projections, 
return on equity perfbrmanoe incentive, 
capilalstndiiB, setedhre second ]:)%sa 
pcBt>te^ year rate increase. 
Stranded cost tmaiip indudtng regi^Eioiy 
assets and l i a b i l ^ , fTC, EDIT, capacity 
auction, proceeds, excess millgatlon credte, 
retrospective and pmspeciive AOIT. 

Revenue r e q i s r a n ^ ^ rotl4n of 
surcharges, cost reeouery through surdiarge, 
ffiporbnaisqukements. 

AfEflste transactions, cost alocatidns, 
C8p^i2aiimi,ca6tafdeU. 

AtlocBiiDiT of tax net operating bssBs 
between regufated and unrogul^Qd. 

Woddtsce Separation Program cost 
recovery and shared sauiios through 
VDTsurcredit 

Sysien^ Sales Qausfl Rider, EnvirDnntental 
Cost Recovery Rider^ Net Congas&m ITidBr, 
Stomi damaga, vegetalkNT management 
pngram, depredation, off-eystem sales, 
maintenance normalizaHon, penskv? and 
0 1 ^ . 

Oarae 31994 TX 
05/06 31994 

Supplomentall 

Cities TeKas44ew Mexico 
PoverCo. 

Stranded oQst recoveiy through 
campetKlon transiHun or change. 
Ratrospec&in ADFtT, prospedyife 
ADFIT. 

X KENNEDY AND ASSOCIATES. FNC. 
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DatB 

03/06 

3JQ6 

4/06 

07/oe 

07/06 

oa/OB 

11/06 

12/06 

03/07 

t i m 

03/07 

Ca«e JurJad lc t . 

U-21453, 
U4a92S, 
U-22092 

N Q P R i ^ 
10438&OR 

U-25116 

R-iiooeiaeB, 
Etai 

U^2T 

u-aî ba, 
U-2fl925 
U-22092 
(Subdockal J) 

IA 

IRS 

LA 

PA 

LA 

LA 

Q5CVHD3-3375 OH 
l̂ rankBn County 
Court Affidavit 

U-23327 I A 
SnhdnckstA 
Reply TestlmDny 

U-29764 

33309 

33310 

LA 

TX 

TX 

Expwt Testimony Appearances 
of 

U n e Kollen 
As of September 2008 

Party 

Louisiana Public 
Service Commission 
Staff 

AiitanoefarVaHey 
Heallfi Care and Houston 
Council f n Health EducBlkyt 

Louisiana Piiilic 
Sen/iC8 Commission 
Staff 

tk^et^d hid. Users Group 
Pennsylvania ind 
Customer Aliance 

L c u l s ^ Public 
Servk» CommisslDn 
Staff 
louiiyanBPubik! 
San*»Commiasion 
Staff 

VerlDusTaxlng Authorities 
{Non-Utiity Proceeding) 

LouatenaPutilv: 
SentoCommlssBn 
Staff 

LxisienaPuUte 
S a n ^ Comfflfesioil 
Staff 

CitiBa 

Cities 

UtIlEty 

Entargy Gulf Statesjnc 

AEP Texas Centra 
Company and Cenied^ni 
Energy Houston 
B td rE 

EntfligyLDUBiana.lna 

Meirepoiltan Edison Co. 
Pennsylvania Electric Ca 

SouBMtestBfn 
Sectilo Power Co. 

EnbigyGutf 
States, inc. 

State of Olio Department 
of Revenue 

SouthwestamElcctttc 
pDwerCo.. 

Entargy Guff State, Inc, 
Entfligy Louisiana, LLC 

AEP Texas Central Co. 

AEP Texas rtorth Co, 

S u i ^ e e t 

Ju r i sdk^a l sepsratiDn plan. 

Proposed Reguiallcns aHeding How. 
through to ratepayers of excess 
deiSfred income taxes and swestmeni 
Tax credits on geneiatton plant that 
tssoidordereguiatad. 

2002-^0D4AudltDf Fuel Adjustment 
Clause FHngs, AQlliatelransactiQns. 

Recovery of NUe«latBd stranded 
costs, govemmont n^rtd^sd prograriB 
costs, storm damage costs. 

Revenue reqwemants. formula 
rdto plan, t ^ k ^ p r o | ^ a l 

Jurlsdk:tlonal separation plan. 

Accounting for nudear fuel 
assemblies as marwfactured 
equipment and capittfized plani 

Revenue fequtements, forrrtula 
rataplan, banking proposal. 

Judsdk&malaiJocBtiQnofEnlBigy 
System Agreement equaibslion 
remedy reoaipts. 

Revenue requlremenis, including 

dlBtribuHon costs. 

Revenue requirements, including 
ftactior^izaHon oTtransmisskin and 
distrit)utlon costs. 

J, KSINNEDY AND ASSOCIATES, INC, 
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P!^2S 0̂ 31 

Date 

03/07 

D3/07 

04/07 

04/07 

04«7 

05/07 

06/07 

07/07 

07/07 

Case J i i r lSd lc t . 

20064:0472 

U-2915T 

U-29764 
Supplements 
And 
Rebuttal 

Ei^-6624W0 
Affidavit 

ERC7-eS4-0aD 
Affidavit 

ER07-6B2J0a 
Affidavit 

U-297M 

20nii4l0472 

KY 

LA 

LA 

FERC 

FERC 

FERC 

U 

KY 

ER07^9564)DQ FERC 
Af^davit 

Expert Tefittmony Appearances 
of 

Une Kollen 
As of September 2006 

Perty 

Kentudty Industrie 
Utility Customers, inc. 

Loiiaiena Pubic 
San to Commission 
Staff 

Louisiana Putdic 
Sen'tceCommissioii 
StafT 

Louishma Public 
Senrice Commissbn 

Louisiana PUHie 
SanA^ Commission 

Louisiana PiMc 
Seofioe Commission 

Louisiana Pii i ic 
Sen/toe Commission 
Staff 

KenfucKy Industrial UlKliy 
Customers, Inc. 

Louisiana Publio 
Sewlcfl CommissiDn 

Ut i l i t y 

East Kentudty 
Rows'CoopenaBvB 

CiecoPawtf.LLC 

Entergy Gt^ States, Inc. 
Entergy Louisiana, LLC 

Enteigy Services, inc. 
and the Entergy Opera&ng 
Companies 

Entergy Senrfces, inc. 
and ibBEnisfgy Operating 
Companies 

Entergy Services, Inc 
andlheEntaigyQperatind 
Companies 

Entergy Louisiana, LiX 
Enters Gulf States, Inc. 

East KeniucHy Power 
Cooperative 

Entergy Services, inc 

Sub jec t 

imedm rata increase, RUS loai 
covenanfecradH facility 
raqujnamenls. flnencial condilkx?. 

Pemwiani (Phase 11) storm 
damage cost recovery. 

Jurfsdktionat atocaOon of Emeigy 
System Agreement equailzBiian 
remedy raoeipk 

AllDGBlton of fntangfclB and general 
plant ^ A & G expenses to 
pnxluctkm and stda mcome tax 
effects on equalzation remedy 
receipts 

Fuel hedging oosls and compliancB 
vflthFERCUSQ/L 

Allocation oflntanglble and general 
plant and ASG expenses to 
producSon and account 924 
effects on MSS^ equ:4zat)tfi remedy 
payments fflvl receipts. 

Show cause for violating LPSC 
Orderorttuei hedging costs. 

Revenue rettuirements, post test year 
ac^ustmenls, TIER, surcharge revanu^ 
and costs, financiBi need. 

Storm damage casts related to Hurrlcanee 
K a t i ^ and Rita and effects el MS&3 
equaltzatiQn p a y n w ^ and receipts. 

J. KENNEDY AND ASSOaAT£S. INC. 
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Expert Testimony Appearaneee 
of 

Lane Kotfen 
As of Soptentber 2008 

Page 29 of 31 

Data Caso Ju i lsd lc t Parly Utility Subject 

10/07 Q5-UR'103 Wl 
Direct 

Wisconsin industdsti 
Energy Group 

WbconsinSeclric Power 

Company 
WbconsinGas,LLC 

Revenue requirements, oerrying charges 
on CWii^. amor̂ zation and r e ^ on 
mgulattiv assets, working capital, incentive 
compensatioi, tise of rate base n lieu of 
capitaHzaikin, quan^catlon and use of 
Point Beach sale proceeds. 

1D/G7 054JR-1Q3 Wl 
Surrebuttal 

Wisconsin Industrial 
Energy Group 

Wisconsin Electtic Power 
Company 
Wisconsin Gas, LLC 

Revenue requirements, carrying charges 
on CWf P, amortizafion and return OA 
regulatory assets, woflring capital, moentive 
fiompensatlEm, use of rate base in lieu of 
capitaiizaiton, quantification and use of 
Point Saach sale proceeds, 

10/07 25Q60-U GA 
Direct 

Georgia Public Service 
Commissian Public 
Ir^rest Adversary Staff 

Georgia Power Company Affiate i»st5, incentive compensation, 
consoitdated inoome taxes, §199 deduction. 

11/07 0S-OO33-E-CN WV 
Direct 

11(07 ER07-682-flOO FERC 
Direct 

D1/0B ER07^2-000 FEf̂ C 
Cross Answering 

West Virginia Energy Users 
Group 

Louisl^a Public SenricQ 
Commission 

Louisiana PubHc Sendee 
Commissian 

Appalachian Power company IGCC surcharge chj^consinietion period 
and posl-ln-service data. 

Entetgy Senrlces, inc. 
and the Entergy Operating 
CompanlBs 

ETTtBigySeTvfras,1nc. 
and the Entergy Operating 
Companies 

Funcilonaltzation and allocation of 
intangible and general plant end A&G 
expenses, 

f uct̂ onalizatrDn and aOaceiiDn of 
intangibfe and general plant and ASG 

01/08 07-651-EL^IR OH 
Plrect 

02/oa ER07-356-000 FERC 
Direct 

Ohio Energy QnJup. Inc, 

Louisiana Publio S e n ^ 
Commission 

Ohio EdlEon Company, 
Cleveland Electric 
llh^natmg Company, 
Toledo Edison Company 

Entergy Servfces, inc. 
and the Entergy Qparating 
Companies 

Revenue Requirements. 

Funclionalization of expenses In account 
923; s(om^ damage expense and accounts 
924, m i , 182.3,254 and 407.3: tax NOL 
c^badcs In account 16S and 236; ADiT; 
nudear senrlce lives and effect on 
depredation and decommissioning. 

J. KF.NNF.DV AND ASSOCTATES- TNC 
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Exper t Tes t imony Appearances 

o f 
Uane Ko l len 

A s o f September 200S 

Page 30 Of 31 

Oate Case Jurisdict. Party Utility S u l k ^ 

flaioa ERO7-956-0IJO FERC 
Cross-Answering 

Louisiana PubQe San/ice 
Commission 

Eniarsy Services, Inc. 
and the En&f^ Gyrating 
Companies 

FunctlonBlization of expenses in account 
923; stoffl) den^ge expanse and accounts 
924,228.1,1B2.3,254 and 407.3; tax NOL 
csrrybaclts In account IBS and 236; ADIT; 
midear service lives and eibct on 
depredatian and decommlssionirtg. 

wroa 

04/0B 

05/08 

05/08 

06/08 

07/oa 

07/08 

Q8/0B 

2007-00562 ICf 
And 2007-00583 

26837 GA 
Direct 
Panel wHh 
Thomas K. Bond, 
Cynthia Johnson, 
fifllchaJieThebert 

26337 CA 
Rebuttal 
Panel with 
Thomas K- Sond, 
Cynthia JohnSOn, 
Michelle Thebort 

26837 GA 
Suppiemental 
Rebjttai 
Psnel with 
Thomas K. Sand, 
Cynthia Johnson, 
f^lchelleThabert 

2008-00115 KY 

27163 GA 

Dlred 

27163 6A 

Panel with 
Vjctorle Taylor 

66BQ-CE.170 Wl 
Dliect 

Kentudcy Industriel UOIty 
Custonfiers, Inc. 

Georgia PufaiiD Service 
Commission Staff 

Georgia PubTic Senice 
Commission Staff 

Georgia Public Sen/lce 
Commissfon staff 

Kentucky industrial utility 
Customers, Inc. 

Georgia Public Senrlee 
Commfssion PubTic 
Interesi Advocacy Staff 

Georgia Public Service 
CommissiDn Public 
Interest Advocacy Staff 

Wisconsin Industrial Energy 
Group, Inc. 

KenbjckyUUllDesCa 
LouiSviBaGasand 
Electric Co. 

SCANA Energy 
Marketing, Inc. 

SCANA Energy 
MBrk6tnig,inc. 

SCAtM Eneigy 
li/l»i(eUng,lnc. 

East Kentucky Power 
Cooperative, Inc. 

Atmos Energy Corp, 

Atmos Energy Corp, 

WlscE^sin Power and 
Light Company 

MsfgersurcradiL 

Rule Nisi compiainL 

Rule Nisi complaint 

Rule Nisi complaini 

Environmental surchaige recoveries, 
Ind c c ^ recorarad in exlsdr^ iiales> TIER 

Revenue requfremants, Inot pmjected test 
year rate basa and expenses, 

Affiliate transections and dlvlsloncast 
alkrcBtions, capHal atfucture, cost of d e t l 

Nelson Dewey 3 or Colombia 3 fnted 
tinanciai parameters. 

J. KENNEDY AND ASSOCIATES. INC. 
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P c p e r t T e s t i m o n y A p p e e r a n c e s 
o f 

L a n e K o l l e n 
A B o f S e p t e m b e r 2008 

Page 31 of 31 

Data Case Ju r l sdc t . Party UttUty Subject 

05/08 e6aO-UR-11G Wl 
Orred 

Wisconsin Industry Energy 
Group, Inc. 

Wisconsin Fewer and 
tight Company 

C WIP In rale basft labor expenses, pension 
expense, financing, capital stmctura, 
decoupling. 

06/08 6G60AJR 1̂16 Wl 
Rebuttal 

Wisconsin industrial Energy 
Group, ine, 

Ifl̂ sconstfiPcNverand 
Light Company 

Capital sbudUfS. 

09/08 6fi90.UR-11& Wl 
Direct 

Wisconsin industriai Eneigy 
Croup, Inc. 

Wisconsin Public Service 
Corp. 

PnxJenoa of Weston 3 outE^e, i n c e n ^ 
compensation, Crane Creek Wind Farm 
IrfCFsmental revenue requiremenL capital 
fifructuta. 

09/08 6690.UR.119 Wl 
Surrebuttal 

Wisconsin Industrial Eneipy 
GfOL^, Inc, 

Wisconsin Public Sendee 
Cu^. 

Pmdence of Weston 3 outage, Section 
deduction. 

J. KENNEDY AND ASSOCUTES. INC 
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American Electric Powef Operating Companies 
2007 Dollar and Percentage Return on Common Equity 

Source: Form 1 Pag^ 112,114,115,117 
($000's) 

Exhibit (LK-2) 
Page 1 of 2 

Common Stock Issued 
Premium on Capital Stock 
Other Paid-in Capital 
Less: Capital Stock Exp 
Retained Earhings 
Undistrrbuted Sul> Earnings 
Otiner Comprehensive Income 

Total CotTimon Equity 

Columbus 
Southern 

Power 
Company 

41,026 
257,892 
322,457 

552.162 
9.533 

(16.394) 

Ohio 
Power 

Company 
321.201 

728 
535.912 

1.469,717 

(36,541) 

1.166,677 2,291,017 

Net Income - Total Company (i) 

% ROE 

Each 1% ROE - Net Income Effect 

Composite Income Tax Rate (Fed and State) 

Each 1% ROe - Revenue Requirement Effect 

258,066 

22.12% 

11,667 

38.60% 

19,002 

268,564 

11.72% 

22,910 

36-60% 

_ 37.315_ 

NetUtiiOperinc 
Electric 
Gas 
Other 
Total 

Electric % 

Preferred Stoclt 
Long-Term Debt 
Total Capitalization 
Preferred % of Total Capitalization 

332.143 372,480 

332.143 

100.0% 

1,298,224 
2,454,901 

0.0% 

372,480 

100.0% 

16,627 
2.497.005 
4.804.B49 

0.3% 

(1) Net Income does not reflecl reduction for prflferraci dlvWands, (affects only Oliio PoMwr and only fcy minimal amount). 
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American lEfectric Power Operating Companlei 
Calculation of Composite Income Tax Rate 

Tax Year 2008 

Exhibit JlK-2) 
Page 2 of2 

1. Assume pre-tax income of $ ^ 00.0000 

2. State income tax at 8.5% $ 8.5000 

3. Taxable Income fof Federal mcome tax before manufacturing deductron 
Manufacturing Deduction Rate (Sect. 199) 

4. Less: Manufacturing Deduction (Sect. 199) 

5. Taxable income for Federal income tax (Line 3 - Line 4) 

6- Federal income tax at 35% (Line 5 x 35%) 

7, Total Stat© and Federal income taxes (Une 2 + Line 6) 

$ 
s 

$ 

$ 

$ 

$ 

91.5000 
0.0600 

5,4900 

86.0100 

30,1035 

3S.60a5 
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EXHIBIT (LK-3) 
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AEP OHIO'S RESPONSE TO 
OfflO ENERGY GROUP'S 
DISCOVERY REQUESTS 

SECOND SET 
CASE NOS. 08-917-EL-SSO & 08-918-EL-SSO 

INTERROGATORY REQUEST NO: 

2-2 At page 14 of your Application the Companies seek approval to sell or tzan^er 
their generating assets st the expiiatioti of functional sepaialion, 

a.. Please provide all studies, memoiauda, documents or snails that discuss 
the financial or opeiationaJ effects of the itquestcd sale ortnmsfer^ 

b. Please pK>vide all documents which demonstiate that such a sale on 
transfer is in the best inteiesi of ifce Companies* ratepayeis-

RESFONSE: 

a. The Companies are not presently lequesting any general authoiity to sell oi tiansfei then 
geneiating assets, P ^ e H is intended to describe the appioach that would be used when 
functional sepai-ation ultimately ends, i e.»that it would lead to the sale or tifinsfer of'^eir 
genetating assets. No studies, memotanda, documents oj emails have been created that 
discuss the financial oi' operational eflbcts of such a sale or tiansfer. 

b,. Section 4928.17, Ohio Rev. Code, reflects the Ohio Gener^ Assembly's detetmination 
that coipoiate sepaiation is in the best interest of electric utility company customexs. 

Piepared by: J, C, Bakef and Counsel 


