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DIRECT TESTIMONY OF
CHARLES W, KING

Please state your name, position and business address.

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

Please describe Snavely King.

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

transportation industries.

Have you prepared a summary of your 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 appearances as an expert witness before

state and federal regulatory agencies.
For whom are you appearing in this proceeding?

I am appearing on behalf of the Ohio Energy Group (“OEG”). The members of
OEG who take service from Ohio Power or Columbus Southern Power are: AK
Steel Corporation, ArcelorMittal USA, BP-Husky Refining, Brush Wellman, E.L,
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DuPont de Nemours & Company, Ford Motor Company, GE Aviation, Griffin
Wheel, PPG Industries Inc., The Procter & Gambie Co., Republic Engineered
Products, Inc., Severstal Wheeling (formerly Wheeling Pitisburgh Steel), and
Worthington Industries.

What is the objective of your testimony?

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

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

Section (F) states as follows:

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

In addition to meeting these statutory requirements, what other

attributes should a “significantly excessive earnings” test have?
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The test should be as simple and straightforward as possible, while still being
fair to the utilities and their ratepayers. These criteria mean that the
methodology for establishing the baseline return should be based on publicly
available and clearly defined data, that it require & minimum of judgment or
discretion, and that to the extent possible it should be equally applicable to all
of the major electric utilities serving Ohio retail customers. Once the baseline
is established, it is necessary for the Commission to use its judgment in

setting the threshold over which earnings would be significantly excessive.

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

criteria?

The language requires the identification of a group or groups of utilities and other
companies that bear the same business and financial risk as the subject Ohio
electric utilities. Pursuant to this requirement, I will identify two comparison
groups, one of utilities and the other of non-utilities. I will adjust the earned
returns of each group to match the risks faced by the two AEP companies
operating in Ohio. [ will then average the utility and non-utility returns to derive
a base line earned level of return. The final step is to apply an adder that
describes the margin over this base line equity return that should be allowed

before the earnings are considered significantly excessive.

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

provide retail electric service in Qhio?

Yes. The AEP companies — Columbus Southern and Chio Power -- are both
vertically integrated companies whose generation, distribution and transmission
facilities are regulated by the Public Utilities Commission of Ohio (“PUCO") and
the Federal Energy Regulatory Commission (“FERC”). Most of the publicly
traded electric utility companies in the country conform to varying degrees to this
pattern. Many still have their generation function regulated, but even those
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companies often engage in off-system sales at market based rates. For this
reason, | have used the entire list of electric utilities, with one exceptionk, in

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

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

recent year?

Schedule 1 of my Exhibit____ (CWK-1) presents the net income and the year-
end equity amounts for each company for 2007 as reported in Value Line’s
Datafile. The average of the earned returns on equity for the 64 electric ufilities 18
10.68 percent.

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

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

differences in risk,

Accordingly, I began with the 5,688 companies that are found in the Value Line
Datafile. I first eliminated the electric, gas and water utilities, which reduced the
list to 5,587 companies. 1 then examined the capital intensity of the electric
utilities and found that with only a handful of exceptions, the ratio of gross plant
to revenue ranged between 1.2 and 5.0. Using these parameters, 1 found that 657

non-utility companies fall within these limits.

! That exception is the Evergreen Energy Co. which ¢xperienced a return on equity of -175% in 2007.
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I then sought to eliminate small companies which would have higher return
requirements than wtilities, and particularly AEP which has over $46 billion in
gross plant. Eliminating all companies with gross plant less than $1 billion
reduced the list to 260 companies. Finally, I had to eliminate any companies for
which Vatue Line had not calculated a beta, since I proposed to use the beta
measure as the test of relative risk. The final list came to 219 companies. Those
companies are listed in Schedule 2 of my Exhibit No.  (CWK-1).

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

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

percent?

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

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

How can you adjust the non-utilities’ average return to match the risk of the
two Ohio utilities of AEP?

For this purpose, I use the “beta” measure as generated by Value Line, Beta is a
measure of the co-variance of each stock with that of the overall stock market.
The overall stock market’s beta is 1.00. To the extent that beta is greater than
1.00, the stock displays greater volatility and higher risk than the market. Betas
less than 1.00 indicate less volatility and lower risk. The beta reflects all forms of
risk, so it is the one comprehensive measure of risk that is available for most
traded stocks.

The betas for each of the 219 comparable non-utility companies are presented in
column H of Schedule 2 of Exhibit No. (CWK-1). The average beta for the
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entire group is 1.08, reflecting the fact that these companies are, on average, more

risky than the average for the market.

In order to adjust for this higher level of risk, I identified the average beta of the
electric utility comparison group, That average, shown in Column E of Schedule
3 of Exhibit No.  (CWK-1), is .89, indicating a lower level of risk than the
non-utility group.

On schedule 4 of my exhibit I adjust the average retum for the 219 non-utility
companies to reflect the much lower risk associated with utility operations. For
this purpose, I use the Capital Asset Pricing Model, which applies the beta to a
risk premium of stock returns over bond yields. While there are many measures
of the risk premium, the average historical risk premiuvm between 1926 and 2008
has averaged about seven lz;esrcf:ﬂt.2 Since we arc measuring historical earned
returns, this average is argnably appropriate for use as a risk adjustment. I apply
the difference between the 1.08 beta of the non-utility group and the .89 beta of
the utility group, which is .19, to the seven percentage point risk premium to
derive an adjustment of 132 basis points, or 1.32 percent. A reduction of 1.32
percent to the average non-utility earned return of 14.14 percent yields a risk-
adjusted return of 12.82 percent.

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

made?

Yes. There is one further adjustment that should be made, and that is to recognize
the financial risk differences of the AEP Ohio companies relative to the utility and
non-utility comparison groups. Columbus Southern has a ratio of equity to total
capital of 47.3 percent, and Ohio Power has a ratio of 47.7 perccnt.' Schedule 3
shows that the utility comparison group has a slightly less risky ratio of 49.2

? Stocks, Bonds, Bills and Inflation, 2008 Yearbook, Tbbotson Associates
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percent, and Schedule 2 shows that the non-utility group’s ratio is even less risky

at 51.7 percent.

On Schedule 5 of Exhibit No._ (CWK-1), I have adjusted both the utility and
non-utility equity returns to recognize these differences in financial risk resulting
from different capital structures. In both cases, I have computed a pre-tax return
on total capital using, as the cost of debt, the 7.31 percent September 2008 yield
on Moody’s Baa corporate bonds as reported by the Federal Reserve. 1 have used
the average equity percentage of the 64 electric utilities of 49.2 percent from
Schedule 3, and the non-utility equity percentage of 57.1 percent from Schedule
2.

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

¥ Columbus Souihern 12.20%

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

of “significantly excessive?”

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

investment by utilities in major innovative transmission lines. FERC provides a
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50 basis point adder for participation in Regional Transmission Organizations and
another adder of up to 150 basis points as an incentive for investment. FERC
apparently regards that these adders are fully sufficient to encourage risky
investments in transmission lines that must traverse difficult terrain and encounter

siting resistance. Anything more would be significantly excessive.

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

“significantly excessive earnings” on common equity?

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

= Columbus Southern 14.20%
»  Ohio Power 14.22%

Are you recommending that the Commission adopt your methodology, but

not these specific threshold numbers?

Yes. These threshold numbers are merely illustrative of the results that are
derived from the methodology that I recommend. The first application of the
significantly excessive earnings test will be in 2010 and based on earned returns

in 2009, The numbers may be quite different then.

With regard to the adder to the base line earned returns, why haven’t you
adopted the statistical confidence levels that the wutilities’ witnesses have

recommended?

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

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

to have experienced significantly excessive earnings.

Another objection to the use of set confidence intervals is that they “hard wire”
the definition of significantly excessive earnings in a manner that provides the
PUCQ with little or no flexibility. As the testimony and exhibits of Dr. Makhija
demonstrates, the application of a 95 percent confidence interval to utility and
non-utility company equity returns can lead to a very high excessive earnings
threshold based on 2007 data. But 2007 was a relatively prosperous year. [t now
appears that in 2009, the first year that the significantly excessive earnings test is
applied, eamnings will probably be dramatically lower. The application of the Dr.
Makhija’s 95 percent confidence interval will likely result in a much lower
threshold, one that could conceivably deprive the AEP companies of what would
otherwise be judged adequate earnings. The Commission mwust retain the
flexibility to adjust its excessive earnings test to reflect the circumstances of the

day.
Does this complete you testimony?

Yes. It does.

10



Name

1 Alleghany Energy
2 Allete
3 Aliiant Energy
4 Ameren Corp
5 AmencanElec Power
8 Avista Corp
7 Black Hits
8 Central Vermont Public Sve.
8 Cenfterpoint Energy
10 CH Energy Group
11 Clko Corp
12 CMS Energy Corp
13 Consolidated Edison
14 Consteilation Energy
15 Dominion Resources
16 DPL Ing
17 DTE Energy
18 Duke Energy
19 Edison Infernational
20 El Paso Efectric
21 Empire District Electric Co
22 Energy East Corp
23 Entergy Corp
24 Exglon Comp
25 FirstEnergy Corp
26 Florida Public Utilities
27 Fortis Ing
28 FPL Group
29 Grest Plains Energy
30 Hawaiian Eleciric
31 IDAGORP, Inc.
32 Integrys Enengy
33 ITC Hokdings Corp
34 Maine & Maritimes Co
35 MDU Resources
36 MGE Energy
37 Nisource Inc
3B Nomtheast Utilities
38 Northwestern Corp.
40 Nstar
41 OGE Energy
42 Otter Tail Gorp
43 Pepto Holdings
44 PG & E Comp
45 Pinnacie West Capita
46 PHM Resources
47 Portland General
4B PPL Corp
40 Progress Energy
50 Public Services Enterprises
51 Puget Energy inc
52 Scana Corp
53 Sempra Enengy
54 Slarra Pacific Res
55 Southem Co
56 TECO Energy
57 Uik Holdings
58 Unisource Erergy
59 Unitil Corp
60 Vectren Corp
61 Westar Energy
62 Wilmington Capital M
63 Wistonsin Enargy
84 Xcel Energy

Average

Income
Tax

2508
47.7
255.0
330.0
§16.0
24.3
456
6.8
195.0
21.9
256
108.0
452.0
404.2
713.0
1228
153.0
7120
4920
345
14.4
1141
§14.4
1.446.0
883.0
1.7
83.2
368.0
71.5
5.4
13.7
£6.0
3BT
2.0
180.0
27.9
1721
100.4

Comparable Electric Utilities
Return on Equlity
(Miillons of Dollars)
Ticker Year-end Pre Tax
Symbol Cominon Income
AYE 2,534.7 666.8
ALE 742.6 137.2
LNT 2,882.5 576.6
AEE 6,730.0 986.0
AEP 10,076.0 1,666.0
AVA 914.0 62.8
BKH 969.9 145.8
cv 185.4 228
CNP 1,810.0 594.0
CHG 6222 65.4
CNL 1,0009 1052
CMS 2,116.0 287.0
ED 8,852.0 1,383.0
CEG §,327.0 1,200.6
v} 8,380.0 2,133.0
DPL 8717 3343
CTE 5,853.0 610.0
DUK 21,180.0 2,234.0
EX 8,392.0 18430
EE 666.5 100.2
EDE 530.2 476
EAS 3,206.0 366.5
ETR 7.838.8 1,674.4
EXC 10,133.0 41760
FE 8,977.0 21920
FPU 484 5.0
FTS.TO 25050 2420
FPL 10,736.0 1,880.0
GXP 1,586.3 2307
HE 12735 144.9
IDA 1,207.3 96.0
TEG 32327 267.1
ITC 583.1 109.9
MAM 429 &7
MDU 25156 5128
MGEE 4277 767
NI 5,076.6 4841
NU 2,508.3 3809
NWE 8230 858
NST 1,701.0 356.9
OGE 1,680.0 360.9
OTTR 528.2 B1.9
POM 40184 4887
PCG 8,546.0 1,545.0
PNW 3,536 4487
PNM 16919 831
POR 1,818.0 219.0
PPL 5,538.0 1,304.0
PGN 84175 1,027.0
PEG 7,295.0 23830
PSD 25218 2673
8CG 2,663.0 487.0
SRE 8,315.0 1,656.0
SRP 29068 2849
S0 12,337.0 2,617.0
TE 2,017.0 309.6
UL 454.3 77.2
UNS 620.1 97.5
uTL 100.3 132
WG 12337 219.2
WR 1,828.0 232z
WCMATO 20.0 a0
WEC 8,088.0 554.1
XEL 82068 8704

Post-Tax
Income

4160
B9.5
3208
656.0
1,150.0
38.6
1001
168
399.0
435
708
178.0
938.0
706.4
14200
2118
457.0
16220
1,151.0
74.8
33.2
2524

1,323.0

1,135.0
1973
1.782.0
163.6
67
58.4

143.2
168.4

337.7
575.9

BExhibk Mo. (Cw-1)
Schedule 1

Returnon

Equity

18.41%
12.05%
12.05%
0.76%
11.41%
4.21%
10.32%
8.38%
22.04%
8.33%
7.88%
8.46%
10.57%
14.65%
15.12%
24.30%
7.81%
7.18%
13T %
11.22%
8.15%
7.87%
14.80%
26.94%
14.58%
8.75%
8.06%
12.22%
10.16%
7.36%
6.81%
560%
13.02%
6.10%
12.83%
11.42%
6.15%
8.66%
6.46%
13.18%
14.63%
10.31%
7.88%
MNI7%
846%
3.54%
11.02%
18.67%
8.23%
18.14%
7.53%
11.07%
13.66%
6.50%
14.44%
8.10%
10.08%
8.46%
8.67%
11.61%
§.22%
0.10%
10.90%
9.16%

10.88%
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DR NI R =

Electric Utlilty Comparison Group
Equity Percentages and Botas
A B c
{$ Miliions)
Name Year-end  Total
Ticker Common Reported
Symbol Equity  Capital

Allegheny Energy AYE 26347 84708
Allete ALE T42.8 1,183.5
Alliant Energy LNT 26625 43205
Ameren Corp AEE 6,730.0 12,6380
AmericanElsc Power AEF 10,076.0 243420
Avista Corp AVA 914.0 1,548.9
Black Hills BKH g60.6 1,534.2
Central Vermont Public Sve. cv 188.4 3118
Centerpoint Energy CNP 1,810.0 10,174.C
CH Energy Group CHG 8222 8481
Cleco Corp CNL 100086 1,780.8
CMS Energy Corp GMS 21160 82120
Consolidated Ecison ED 8,68520 18,6870
Constellation Energy CEG 85,3270 101907
Cominicn Resources D 93000 228080
DPL Inc DPL 8717 24374
DTE Energy DTE 5853.0 128240
Dulce Engrgy DUK 21,199.0 30,897.0
Edison kntemational EIX 83030 183750
El Paso Elactric EE 8668 13218
Empire District Electric Co EDE §30.2 1,081
Energy East Comp EAS 3,206.0 7,108.7
Ertangy Coxp ETR 78358 17,9020
Exelon Comp EXC 10,133.0 22,186.0
FirstEnergy Corp FE 86770 173460
Florida Public UHilities FPU 48.9 98.0
Fortis In¢ FTS.TO 2,595.0 7.6686.0
FPL Group FPL 10,735.0 22,0150
Great Plains Energy GXP 18863 27008
Hawaiian Eleciric HE 12736 26018
IDACORP, Ing. IDA 1,207.3 2,384.2
Integrys Energy TEG 3.232.7 55520
ITC Holdings Comp ITC 8631 20415
Maine & Maritimes Co MAM 420 T0.4
MDU Rescurces MDU 2,515.6 3,676.1
MGE Enargy MGEE 4277 660.1
Nisource Inc NI 50768 108671.0
Northeast Utiliies NU 28082 59746
Northweslern Corp. NWE 823.0 1,848.4
Nstar NST 1,701.8 4,248.2
QGE Energy OGE 16808 30255
Otter Tall Corp OTTR 523.2 882.1
Pepco Holdings POM 40184  87H30
PG & E Corp PCG 8,646.0 18,076.0
Pinnacle West Capita PNW 3,631.6 6,658.7
PNM Rescurces PNM 1,601.9 29358
Portland Gereral POR 13160 28200
PPL Comp PPL 5,588.0 12747.0
Progress Energy PGN 841756 17,2520
Public Services Enterprises PEG 7.205.0 160410
Puget Engrgy Inc PSD 25218 52027
Scana Comp SCG 29830 59520
Sempra Energy SRE 8,316.0 13,4071.0
Sierra Pacific Res SRP 29088 7,1344
Southern Co S0 12,337.0 27,608.0
TECO Energy TE 2,017.0 5175.4
UIL Haldings uiL 4843 438
Unisource Energy UNS 88t 249
nitil Corp UTL 100.3 262.6
Vectren Corp WG 12337 24791
Woestar Energy WR 1,828.0 37383
Wilmington Capital M WCMAT 200 8.0
Wisconsin Energy WEC 30080 5,302
Xcel Energy XEL 62868 127481

Average

Equity
Percert
§0.1%
64.4%
61.5%
£§3.3%
41.4%
89.0%
63.2%
60.4%
17.8%
86.1%
§0.7%
25.8%
53.0%
52.3%
41.0%
§6.8%
45.6%
69.1%
45.7%
50.4%
49.9%
45.1%
43.8%
45.7%
60.5%
45.4%
33.9%
48.5%
57.8%
50.9%
51.1%
58.2%
27.6%
81.0%
68.4%
64.8%
47 .6%
48.7%
43.9%
40.1%
55.6%
59.3%
45.0%
50.3%
53.0%
57.6%
50.1%
43.4%
48.8%
45.5%
43.5%
49.6%
63.6%
42.0%
44.7%
39.0%
48.9%
31.2%
98.2%
49.8%
48.8%
51.4%
48.2%
49.4%

48.2%

210
0.95
0.90
080
1.18

1.10
0.85
0.70
0.85
1.36
155
0.70
0.95
1.05
0.90
0.30

1.05
0.80
0.86
0.85
085
0.80
D.80
0.56
0.30
D.80
0.85
o.70
1.00
0.8%
0.7s
D.as
0.35
0.85
0.95
D.85

D.76
0.76
075
0.80
0.95
1.90
0.95

0.86
0.95
D85
0.80
0.80
1.00
1.26
0.75
110
0.80
0.70
045
0.50
0.50
046
0.80
1.08

0.86

Exhibit No. {CWK-1}
Schedule 3



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 Premium ToNon- Utilities Non-Utilities
Utilites ROE

1 Electric Utilities 0.89
2 Comparable Non-Utilities 1.08 14.14% 12.82%

3 Difference

0.19 7.0% 1.32%
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BEFORE THE

PUBLIC UTILITIES COMMISSION OF OHIO

INRE: IN THE MATTER OF THE APPLICATION )
OF COLUMBUS SOUTHERN POWER
COMPANY FOR APPROVAL OF ITS
ELECTRIC SECURITY PLAN; AN
AMENDMENT TO ITS CORPORATE
SEPARATION PLAN; AND THE SALE OR
TRANSFER OF CERTAIN GENERATING
ASSETS

CASE NO. 08-917-EL-SS0O

S v S S’ e o—

And

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

DIRECT TESTIMONY
AND EXHIBITS
OF

LANE KOLLEN

ON BEHALF OF THE

THE OHIO ENERGY GROUP, INC.

J. KENNEDY AND ASSOCIATES, INC.
ROSWELL, GEORGIA

October 2008
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L. QUALIFICATIONS AND SUMMARY

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

Georgia 30075,

What is your occupation and by whom are you employed?
A, I am a utility rate and planning consultant holding the position of Vice President

and Principal with the firm of Kennedy and Associates.
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Please describe your professional experience and education.

I hold both a Bachelor of Business Administration in Accounting degree and a
Master of Business Administration degree from the University of Toledo. I also
hold a Master of Arts degree from Luther Rice University. I am a Certified Public
Accountant and a Certified Management Accountant. [ am a member of

numerous professional organizations.

I have been an active participant in the utility industry for more than thirty years,
both as an employee of The Toledo Edison Company from 1976 t0 1983 and as a
consultant in the industry since 1983. I have testified as an expert witness on
planning, ratemaking, accounting, finance, and tax issues in proceedings bcfor%
regulatory commissions and courts at the federal and state levels on nearly two
hundred occasions, including proceedings before the Public Utilities Commission
of Ohio. My qualifications and regulatory appearances are further detailed in my
Exhibit  (LK-1).

On whose behalf are you testifying?

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

Corporation, ArcelorMittal USA, Brush Wellman, BP-Husky Refining, LLC, E.L
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duPont de Nemours and Company, Ford Motor Co., GE Aviation, Griffin Wheel,
PPG Industries, Inc., Republic Engineered Products, Inc., Severstal Wheeling,
Inc., (formerly WCI Steel), The Procier and Gamble Co., and Worthington

Industries.

Please describe the purpose of your testimony.

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

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

Please summarize your testimony.

The Commission should modify the Companies’ proposed ESPs to limit
recoveries through their proposed Fuel Adjustment Clause (“FAC”) riders to costs
that are prudently incurred in accordance with the requirements of SB 221. The
Commission should reject the Companies’ request to include the costs of
purchases at market prices equal to 5% of their loads in 2009, 10% in 2010 and
15% in 2011. These purchases are not prudent because they will uneconomically

displace lower cost Company owned generation and cost-based purchased power
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that is available to meet their loads. The total harm to ratepayers from the 5%,
10%, 15% market purchase proposal over three years is $452 million for OPC and

$418 million for CSP.

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

rates.

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

of OPC’s ESP.

The Commission should reject the Companies’ proposal to increase their bagic
generation rates to include incremental carrying charges on environmeﬁtal
investment incurred during 2001-2008. The Companies’ request is inconsistent
with the statute, which allows such recoveries only for cosis incurred on and after
January 1, 2009. For costs incurred in 2009 and subsequent years, the
Commission also should modify the computation of the Companies’ proposed

carrying charge rate to reflect the Section 199 deduction in the income tax
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expense component. The Commission already decided this issue and required this
offset to the Companies’ environmental revenue requirement in Case No. 07-63-

EL-UNC.

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

these very significant proposals.

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

Commission should reject the Companies’ proposals to: 1} exclude off-system
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sales margins, 2) ignore fuel adjustment clause (“FAC™) deferrals, 3) average
actual eamed returns of the Companies for the review year, instead of applying
the test on an individual utility basis as set forth in the statute, and 4) average
actual earned return returns of the Companies over a three year period, instead of

performing the test annually as required by the statute.

The remainder of my testimony is structured to sequentially address each of the

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

TO EXCLUDE THE 5%, 10% and 15% MARKET PURCHASES, TO
INCLUDE PROFITS FROM OFF SYSTEM SALES, AND TO INCLUDE
CAPACITY EQUALIZATION REVENUES
Please describe the AEP-East Interconnection Agreement.

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

Interconnection Agreement it is important to understand how it operates.

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

a FERC-approved rate schedule.

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

Agreement prices such purchases at the delivering Member’s average cost of
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generation for the month.

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

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

plus associated fixed operating costs.

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

market prices for 5% of their loads in 2009, 10% in 2010 and 15% in 2011.
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Companies’ witness Mr. Baker describes this aspect of their proposed ESPs as “a
limited feature for the continuing transition to market rates.” (Baker Direct at 22).
The Companies have included the estimated effects of these purchases in their
projected FAC rates for 2009 using their projections of market prices for the
Market Rate Offer (“MRO”) option in the MRO versus ESP comparison found on

Baker Exhibit JCB-2,

What is the estimated cost of such purchases at markef prices?

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

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

Do the Companies need these purchases to meet their loads?

No. In 2007, OPC and CSP had non-requirementis sales for resale (o the other
AEP Companies and to the AEP System pool for sale off-system) of 29,874 gWh
and 10,697 gWh, respectively. In 2009, the Companies project that OPC and CSP
will have non-requirements sales for resale of 27,027 gWh and 5,698 gWh,

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

energy sources and 19% of CSP’s.

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

gWh.

Aside from the need aspect, are such purchases at market prices cost-
effective for the ratepayers?

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

market prices that are proposed by the Companies.
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AVERAGE COST OF AEP POOL PURCHASES
CSP Paol Purchasas OP Pool Purchases
Month Purchases Purchased Purcheses Purchases Purchased Purchases
$/mwh mwWh so0o $/mWh mWh $000

Jan 2007 $20.13 962837 28,924 $24.69 253,765 6,265
Feb 2007 $31.05 800,303 27650 $26.60 191,341 5,090
Mar 2007 $29.51 242 020 27.801 $22.08 315,558 7,222
Apr 2007 $27.51 951,075 26,547 $23.99 310,294 7443
May 2007 $10.77 1,225,732 24,238 $26.42 312,308 8,252
Jun 2007 $17.78 1362215 24,219 $26.45 390,654 10,571
Jul 2007 $18.49 1420635 26,266 $23.89 520,874 12,442
Aug 2007 $19.20 1,157,018 22325 $27.75 445639 12,268
Sep 2007 $1981 1,311,185 25717 $25.58 447 590 11,448
Oct 2007 $21.07 869,847 18,329 $26.96 387 836 10,452
Nov 2007 $2085 1,0662088 22018 $26.67 356,437 9,507
Dec 2007 $2092 1,156,885 24108 §25.1 406,608 10,251
Avg 2007 $22.35 13,346,080 288,226 $2561 4,350,705 111,411
Jan 2008 $2040 1,311,020 26,748 $24.85 476,442 11,838
Feb 2008 $2253 1,017,202 22 818 $27.32 390,113 10,858
Mar 2008 $24.00 1,202,286 28,852 $29.29 331,560 9,711
Apr 2008 $24.55 1,146,061 28,131 $29.45 303,402 8,935
May 2008 $23.87 1,156,946 27813 $27.63 397 894 10,954
Jun 2008 $27.568 1,287 475 35,484 $34.80 371,354 12,958
Avg 7/07-6/08 $21.88 14,102,821 308,595 $27.21 4,835549 131,563

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

recent purchases. That obviously is detrirnental to ratepayers.

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

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 the AEP pool. The
following table provides the average monthly 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

CSP Pool Sales OP Pocl Sales
Month Sales Sales Sales Sales Sales Sales
$/mWh mWh 3000 $/mWh mWh $000

Jan 2007 $2269 286,389 6,045 $3256 1,687,190 54,288
Feb 2007 $25.43 190,357 4,840 $35.42 1,528,168 54,135
Mar 2007 $24.87 200,484 4986 $51.98 923,745 48,015
Apr 2007 $25.15 203,199 7,374 $48.79 927 439 45,248
May 2007 $30.78 370,039 11,380 $36.07 1480726 52,605
Jun 2007 $36.17 447,802 16,196 $31.72 1824340 57,858
Jut 2007 $32.14 488,351 15,601 $31.31 1971537  &1,722
Aug 2007 $38.47 §00,355 19,251 $3132 1832121 60,513
Sep 2007 $29.03 417,399 12,118 $2558 2,194,261 62,823
Qct 2007 $32.21 333,138 10,729 $2019 2,083,660 60817
Nov 2007 $24.53 345,165 8,465 $2838 2251702 63,868
Dec 2007 $30.37 269,868 8,188 $58.74 1,084202 63,689
Avg 2007 $30.39 4,119,324 125184 $34.54 19,849,121 865672
Jan 2008 $27.35 353,432 9,688 $32.11 2207645 70,398
Feb 2008 $2032 240,322 7,047 $37.87 1,871,188 63,202
Mar 2008 $30.96 160,126 4,957 $34.78 2,083,351 72,802
Apr 2008 $2848 211,393 6,021 $39.85 1,612,188 64403
May 2008 §26.47 298248 7.885 $30.08 1,812,021 70,818
Jun 2008 $43.97 318,008 13,988 $43.10 1,888,753 84,330
Avg TI07-6108 $31.51 3932693 123,930 $34.95 22,870,703 799,984

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

obviously is extremely harmful to ratepayers.
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OEG witness Mr. Stephen Baron has prepared a quantification of the increase in
the Companies’ fuel and purchased power expenses due to the proposed 5%, 10%
and 15% purchases. He quantified a harm to CSP ratepayers of $75.4 million
annually for each 5% of load supplied by these proposed market purchases and to
OPC ratepayers of $69.6 million. Over the initial three-year term of the ESP, the
harm to OPC ratepayers would be $452 million and to CSP ratepayers would be

$418 million.

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

Yes. If the Companies purchase at market, then these high cost purchases will
push lower cost energy to the other AEP Members, which in turn will benefit their
ratepayers. Transferring this lower cost power to the AEP System also will allow
the AEP System to sell more power in the off-system sales market to third parties,
which in turn will provide additional off-system sales margins. These margins are
allocated among the AEP Members pursuant to the FERC-approved
Interconnection Agreement on the basis of each AEP Company’s Member Load

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

Consequently, under the Companies’ proposal, the additional costs of the
purchases at market will be assigned directly to the Ohio retail ratepayers, while

the benefits of lower cost generation will be exported to the other AEP Members
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and other retail jurisdictions, such as West Virginia, Virginia, Kentucky, Indiana,
and Michigan. In addition, the increased AEP System off-system sales margins
will be shared with AEP’s shareholders and with the other AEP Members and

their ratepayers in other states.

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

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

the costs charged to Ohio ratepayers.

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

own retail ratemaking treatment. AEP’s proposal to insulate off-system sales
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profits from Ohio ratemaking jurisdiction would be discriminatory. It would
place Ohio at a disadvantage compared to West Virginia, Virginia, Kentucky,

Indiana and Michigan.

Should the Commission adopt the Companies’ proposal to include the 5%,
10% and 15% market purchases in their FAC riders?
No. The proposed costs are imprudent and unreasonable. The harm to OPC

consumers is $452 million and to CSP consumers $418 million.

Thus, the Companies’ proposal fails to meet the threshold Section 4928.143(B)(2)
requirement that all costs recovered through automatic riders, such as the FAC, be

“prudently incurred.” The Companies carry the burden of proof on this issue.

Please describe the AEP Pool capacity payments and receipts.

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

capacity costs.

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

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

receive the receipts.

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

received by OPC should be credited in the FAC.

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

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

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

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

included for AEP pool capacity of $0 and includes a footote that this applies only to
CSP. In other words, it only is included in the Companies’ proposed FAC if the amount
is positive, i.e. a payment, which is the case for CSP.
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include the incremental off-system sales margins allocated to each Company

through the AEP Interconnection Agreement.
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III, THE COMMISSION SHOULD REJECT THE PROPOSAL TO
ARBITRARILY INCREASE NON-FAC GENERATION RATES
ANNUALLY BY 3% FOR CSP AND 7% FOR OPC
Please describe the Companies’ proposal to increase their non-FAC basic
generation charges by annual percentages during the initial term of their

ESPs,

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

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

This results in annual non-FAC increases of $14.209 million in 2009, $14.636
million in 2010 and $15.075 million in 2011 for CSP, according to Mr. Roush’s
Exhibit DMR-1 page 1 of 2, with a total over the three years of $87 million,
according to Mr. Baker’s Exhibit JCB-2. This results in annual non-FAC
increases of $41.771 million in 2009, $44.6%5 million in 2010 and $47.824
million in 2011 for OPC, according to Mr. Roush’s Exhibit DMR-1 page 2 of 2,
with a total over the three years of $263 million, according to Mr. Baker’s Exhibit

JCB-2.

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

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

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

such increases be based on prudently incurred costs.

Should the Commission authorize these $87 million and $263 million
gencration rate increases?

No. These proposed increases are arbitrary and are not consistent with the
requirements of SB 221 for increases based on prudently incurred costs. In
addition, the Companies have utterly failed to meet their burden of proof as set

forth in SB 221.
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IV. THE COMMISSION SHOULD MODIFY THE PROPOSAL FOR
ENVIRONMENTAL CARRYING COSTS

Please describe the Companies’ proposal for recovery of environmental
carrying charges?

The Companies propose to include in their basic generation rate recovery of
“environmental carrying charges.” The proposed charges consist of a grossed-up
rate of return on environmental investment plus depreciation plus property taxes
and administrative and general expenses, according to the detail provided on
Companies’ witness Mr. Philip Nelson’s Exhibits PIN-8, PJN-% and PJN-10. The
proposed charges include these carrying charges on environmental investment
incurred during 2001 through 2008 (retroactive portion) and annual increases due

to environmental capital additions starting in 2009 {prospective portion).

Do you agree with the Companies’ proposed recovery of carrying costs on
environmental capital additions starting in 2009 (prospective portion)?

Yes. I agree with this general concept as long as the recovery is in accordance
with the requirements of Section 4928.143(B)(2)}(b), which allows utilities to
recover the costs of “an environmental expenditure for any electric generating
facility of the electric distribution utility, provided the cost is incurred or the

expenditure occurs on or after January 1, 2009.”
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Do you agree with the Companies’ proposed recovery of emvironmental
carrying costs on environmental capital additions during 2001 through 2008
(retroactive portion)?

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

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

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

Companies recovery of their increased environmental costs.

The Companies’ claim that existing rates do not provide full recovery of their
environmental carrying costs also ignores their non-environmental investment and
the effects of accumulated depreciation since 2000. In other words, the
Companies’ limited analyses fail to demonstrate that there is any net under
recovery of generation costs in the aggregate. To the contrary, the evidence
indicates that the Companies are not under recovering based on 2007 earnings. In
2007, CSP actually earned 22.1% on common equity and OPC eamed 11.7%.
The computations of these eamed rates of retwn are detailed on my

Exhibit __ (LK-2).
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What are the effects of the Companies’ proposal to recover environmental
carrying costs (retroactive portion) on their basic generation rates?

The effect is to increase the CSP basic generation rate by $26 million and the
OPC basic generation rate by $84 million starting on January 1, 2009, according
to Companies witness Mr. Nelson’s Exhibit PIN-8. The cumulative effect of this
proposal over the three vear term of the ESP for CSP ratepayers is $78 million

and for OPC ratepayers is $252 million.

What is your recommendation regarding the Companies’ proposal to recover
environmental carrying costs (retroactive portion) as a component of the
basic generation rate?

I recommend that the Commission reject the Companies’ proposal. This proposal
is inconsistent with the statute and fails to properly consider all costs that already

are recovered through present rates.

Do you agree with the Companies’ computation of the environmental
carrying costs?

No. The Companies’ computation of the carrying charge rates applied to the
environmental investment is flawed because it does not reflect the Section 199
deduction in the income tax expense component. The computation of the carrying

charge rates is detailed on Companies® witness Mr. Nelson’s Exhibit PIN-10.
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Has the Commission already decided the issue of whether the Section 199
deduction should be included in the rate of return applied to environmental
rate base for the Companies?

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

requirement, specifically for environmental costs.

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

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

No. 07-63-EL-UNC.,
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V. THE COMMISSION SHOULD REJECT THE PROPOSAL TO SELL OR

TRANSFER GENERATING ASSETS AND PURCHASED POWER
CONTRACTS

Please describe CSP’s request for authorization to sell or transfer generating
assets.

CSP requests authority to sell or transfer the Waterford Energy Center
(“Waterford”™), a combined cycle plant rated at 821 mW, and the Darby Electric
Generating Station (“Darby™), a simple cycle plant rated at 480 mW in the winter
and 450 mW in the summer. CSP asserts that it has no plans to sell or transfer the

Waterford or Darby plants at this time.

Please describe the Companies’ notification to the Commission that they may
sell or transfer their “generation entitlements” other than owned generating
assets.

The Companies argue that they are not obligated to seck autherity from the
Commission to sell or transfer various “generation entitlements,” but that they
may do so without further notification to or authorization from the Commission.
Other terms for these “generation entitlements” would be “purchased power
contracts” or “purchased power entitlements.” The costs incurred pursuant to
these purchased power contracts or entitlements are recognized by the Companies
as purchased power expense. The Companies identify the following contracts or

entitlements (Baker Direct at 43-43):



{

[a—

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

R R V. S A

Lane Kollen
Page 25

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

2, CSP and OPC’s contractual entitlements to a portion of the output
of the OVEC generating facilities, Kyger Creek and Clifty Creek,
with CSP’s entitlement of 95.6 mW and OPC’s entitlement of
370.2 mW.

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

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

in 2005 and 2007.

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

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

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

Commission to consider the sale or transfer at that time.

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

been avoided.

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

million annually.

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

surplus.
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Fourth, the Companies have the burden of proof regarding these issues. Yet, the
Companies have done no studies and have no analyses or other documents that
“discuss the financial or operational effects of such a sale or transfer,” according
to the Companies’ response to QEG-2-2, a copy of which I have attached as my
Exhibit__ (LK-3).

What is your recommendation regarding the CSP request that it be
authorized to sell or transfer the Waterford and Darby plants?

I recommend that the Commission reject CSP’s request. It is unsupported and
will imprudently increase the Companies’ fuel and purchased power expense if

CWP actually sells or transfers these plants.

Should the Commission address the Companies’ claim that they do not need
to seek authorization to sell or transfer their generation entitlements?

Yes. I will not comment on whether the Companies have the legal authority to
sell or transfer these generation entitlements without specific authorization from
the Commission. However, the Commission should make it clear in this
proceeding that if the Companies sell or transfer these generation entitlements,
that it will consider as imprudent all incremental costs of fuel and purchased
power resulting from such transactions and that these incremental costs will not

be recoverable through the Companies’ FAC riders. As I noted previously, the



Lane Kollen
Page 28

costs recovered through such automatic recovery mechanisms must be “prudently

incurred” and Companies have the burden of proof.
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VL THE COMMISSION SHOULD ESTABLISH THE STRUCTURE FOR THE
SIGNIFICANTLY EXCESSIVE EARNINGS TEST AND REJECT
PROPOSALS TO EXCLUDE OFF-SYSTEM SALES MARGINS, TO

AVYERAGE COMPANIES ACTUAL RETURNS, AND TO PERFORM THE
EARNINGS TEST OVER A THREE YEAR PERIOD

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

as follows:
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With regard to the provisions that are included in an electric security
plan under this section, the commission shall consider, following the
end of each annual period of the plan, if any such adjustments
resulted in excessive earnings as measured by whether the earned
return on common equity of the eleciric distribution utility is
significantly in excess of the return on common equity that was
earned during the same period by publicly traded companies,
including utilities, that face comparable business and financial risk,
with such adjustments for capital structure as may be appropriate.
Consideration also shall be given to the capital requirements of future
committed investments in this state. The burden of proof for
demonstrating that significantly excessive earnings did not occur shall
be on the electric distribution utility. If the commission finds that
such adjustments, in the aggregate, did resnlt in significantly excessive
earnings, it shall require the electric distribution utility ¢to return to
consumers the amount of the excess by prospective adjustments;
provided that, upon making such prespective adjustments, the electric
distribution wutility shall have the right to terminate the plan and
immediately file an application pursuant to section 4928.142 of the
Revised Code. . . In making its determination of significantly excessive
earnings under this division, the commission shall not consider,
directly or indirectly, the revenue, expense, or earnings of any affiliate
or parent company.

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

utility’s ratepayers against harm in the event that the wutility’s revenues
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significantly exceed the utility’s costs to provide gencration service to non-
shoppers and all other regulated services, including transmission and distribution

services,

Does the Commission need to address the methodology for and the
application of this test in this proceeding?

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

apply this methodology for 2009 in 2009.

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

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

threshold and the actual earned return on common equity.
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First, the Commission must determine the methodology it will use to compute the
rate of return on common equity threshold over which the Companies will be
deemed to have significantly excessive earnings that are subject to refund. Once
the Commission makes this determinatic;n, the methodology should remain the
same for use in all future annual review proceedings unless there is some
compelling reason to change it prospectively. The methodology for computing

the threshold is addressed by OEG witness Mr. Charles King.

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

or required.

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

requircments of the statute.
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How should the Commission compute the actual earned return on common
equity for each annual period?

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

adjustments.

What adjustments should the Commission include on such a list?

The list can be as extensive or limited as the Commission believes is necessary to
ensure that rates arc just and reasonable. At a minimum, the ratemaking
adjustments should be consistent with the requirements and limitations on cost-
based recoveries specified in Section 4928.143(BX2). For example, only prudent
fuel and purchased power expenses should be included. Also, at a minimum, the
ratemaking adjustments that are reflected should be consistent with other
Commission orders wherein 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 vear

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

influence the actual earnings for another year.

Finally, the Commission should require the utilities to exclude the effects of fines
and penalties, one-time writeoffs, costs and acquisition premiums related to
mergers and acquisitions, and effects of mark-to-market accounting for derivative

gains and losses.

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

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

financial condition,

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

purchased power contracts are recovered from ratepayers. These costs include



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Lane Kollen
Page 34

both fixed and variable costs. These costs also include the common equity
investment in the Companies’ generating facilities. Thus, the Companies’
proposal is biased against Ohio ratepayers due to a fundamental mismatch
between the off-system sales revenues they propose be removed from the test and

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

Third, the Companies’ ESP provides for 5%, 10% and 15% market purchases at
higher costs than existing self-generation. The displaced lower cost power then
is available for sale to other AEP companies or off-system. [t is inequitable for
the Companies to arbitrarily increase the costs to ratepayers in this manner and
then compound the harm to ratepayers by retaining the entirety of their shares of

the resulting increased off-system sales revenues.

Mr. Baker argues that the off-system sales revenues are “FERC-
jurisdictional” and should be excluded from retail rates on that basis.
(Baker Direct at 38-39). Do you agree?

Ne. This position is completely confrary to the requirements of the
Interconnection Agreement and the federal preemption resulting from this FERC-
regulated rate. I agree with Mr. Baker that the Interconnection Agreement is a
FERC-regulated rate. However, my non-legal understanding of federal
preemption is that it does not require that the rate be ignored, but rather requires
that the costs or revenues incurred pursuant to that rate be imposed on the states

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

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

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

Kentucky, Indiana and Michigan.

If there are significantly excessive earnings, should the Commission gross-up
the amount in excess of the earnings thresheld to compute the refund
amount?

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

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

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

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

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

calculation of earnings.



10
11
12
13
14
15
16
17
18
19
20
21
22

23

Lane Kollen
Page 37

How should the Commission compute the “adjustments” due to the ESP rate
increases?

The total ESP rate increases or adjustments in any review year should be
computed by multiplying the ESP riders by the actual billing determinants for the
year. This yields the total ESP revenues in the review year. This annual dollar
amount is the maximum amount of the utility’s refund obligation during any

review year of the ESP.

Is there another possible interpretation that the utilities may argue?

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

adjustment could never result in significantly excessive earnings.

Would such an interpretation be rational?

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

amount of rate increases. The Commission does not regulate the actual costs
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incurred by the utilities. There are thousands of categories of costs incurred by

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

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

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

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

consumers to the extent there are significantly excessive earnings.

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

and cannot express a legal opinion, it seems to me unlikely that the Legislature
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and Governor would have included the significantly excessive earnings test in SB

221 if they intended it to be meaningless and offer no protection to consumers.

If the utilities already have excessive earnings before any rate increases due
to the ESP, will these excessive eaynings be retained by the utilities under a
reasonable interpretation of the test?

Yes, but only for a limited time period. Under the significantly excessive
carnings test, all ESP rate increases will be refunded to the ratepayers until such
time as the utility’s earnings are reduced to the threshold for significantly
excessive earnings. In other words, the significantly excessive earnings will be
reduced over time until its earnings hit the significantly excessive threshold. The
result is an intentional and structured form of earnings attrition that ensures that
rate increases will be refunded until the utilities’ costs increase to the point where
its earnings are reduced to the significantly excessive threshold. After that point,
the utility will be able to implement and retain ESP increases without refunds
sufficient to sustain its earnings at the significantly excessive threshold or lower

level.

Dr. Makhua asserts that the significantly excessive earnings test is “an
asymmetric test, since excessive earnings in a year are to be returned, while
shortfalls in prior years are left uncompensated.” (Makhua Direct at 27).

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

favorable to the utilities compared to the traditional regulatory scheme.

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

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

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

company.”

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

considered comparable and their earnings.
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How do the Companies’ earnings for 2007 compare to the result of the
threshold test addressed by OEG witness Mr. King for 2007?

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

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

Have you quantified the revenue requirement effect of each 1% in earmed
return on common equity for each of the Companies using 2007 data?

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

would be required.

Does this complete your testimony?

Yes.
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EDUCATION

University of Tolede, BBA
Accounting

University of Toledo, MBA

Luther Rice University, MA

PROFESSIONAL CERTIFICATIONS

Certified Public Accountiant (CPA)

Certified Management Accountant {CMA)

PROFESSIONAL AFFILIATIONS
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Georgia Society of Certified Public Accountants

Institute of Management Accountants

More than thirty years of utility industry experience in the financial, rate, tax, and planning areas.
Specialization in revenue Tequirements analyses, taxes, evaluation of rate and financial impacts of
traditional and nontraditional ratemaking, utility mergers/acquisiion and diversification. Expertise in
proprietary and nonproprietary software systems used by utilities for budgeting, rate case support and

strategic and financial planning.
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stranded cost analysis, revenue reguirements analysis, cash flow projections and solvency,
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speaking and writing on the effects of tax law changes. Testimony before Connecticut,
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regulatory commissions and the Federal Energy Regulatory Commission.

Energy Management Associates: Lead Consultant.
Consulting in the areas of strategic and financial planning, traditionsl and nontraditional

ratemaking, rate case support and testimony, diversification and generation expansion
planning. Directed consulting and software development projects wtilizing PROSCREEN
Il and ACUMEN proprietary software products. Utilized ACUMEN detailed corporate
simulation system, PROSCREEN 11 strategic planning system and other custom developed
software to support utility rate case filings including test year revenue requirements, rate
base, operating income and pro-forma adjustments. Also utilized these software products
far revenye simulation, budget preparation and cost-of-service analyses.

The Toledo Edison Company: Planning Supervisor.
Responsible for financial planning activities including generation cxpansion planning,

capital and expense budgeting, evaluation of tax law changes, rate case strategy and support
and computerized financial modeling using proprietary and nonproprictary sofiware
products. Directed the modeling and evaluation of planning alternatives incinding:

Rate phase-ins.

Construction project cancellations and write-offs.
Construction project delays.

Capacity swaps,

Financing altemnatives.

Competitive pricing for off-system sales.
Sale/leasebacks.
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RESUME OF LANE KOLLEN, VICE PRESIDENT

CLIE SERVED

Industrial anies and Groups
Air Products and Chemicals, Inc. Lehigh Valley Power Committes
Airco Industrial Gases Maryland Industrial Group
Alcan Aluminum Multiple Intervenors (New York)
Armco Advanced Materials Co. National Southwire
Armco Steel North Carolina Industrial
Bethlehem Steel Energy Consumers
Connecticut Industrial Energy Consumers Occidental Chemical Corporation
ELCON Ohio Energy Group
Enron Gas Pipeline Company Ohio Industrial Energy Consumers
Florida Industrial Power Users Group Ohio Manufacturers Association
Gallatin Steel Philadelphia Area Industrial Energy
General Electric Company Users Group
GPU Industrial Intervenors PSI Industrial Group
Indiana Industrial Group Smith Cogeneration
Industrial Consumers for Taconite Intervenors (Minnesota)

Fair Utility Rates - Indiana West Penn Power Industrial Intervenors

Industrial Energy Consumers - Ohio West Virginia Energy Users Group
Kentucky Industrial Utility Customers, Inc. Westvaco Corporation

Kimberly-Clark Company

la Commissions and
Government Agencies

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

Cities in AEP Texas North Company's Service Territory

Georgia Public Service Commission Staff

Kentucky Attorney General's Office, Division of Consumer Protection
Louisiana Public Service Commission Staff

Maine Office of Public Advocate

New York State Energy Office

Office of Public Utility Counse! (Texas)

L KENNEDY AND ASSOCIATES. INC.
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RESUME OF LANE KOLLEN, VICE PRESIDENT

Allegheny Power System

Atlantic City Electric Company
Carolina Power & Light Company
Cleveland Electric Illuminating Company
Delmarva Power & Light Company
Duguesne Light Company

General Public Utilities

Georgia Power Company

Middle South Services

Nevada Power Company

Niagara Mohawk Power Corporation

Utllities

Otter Tail Power Company
Pacific Gas & Electric Corapany
Public Service Electric & Gas
Public Service of Oklahoma
Rochester Gas and Electric
Savannah Electric & Power Company
Seminole Electric Cooperative
Southem California Edison
Talquin Electric Cooperative
Tampa Electric

Texas Utlities

Toledo Edisont Company

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimony Appearances
of
Lane Kollen
As of September 2008
Date Casa Jurisdict. Party Utility Subject
086  U17282 LA Louisiana Public Guif States Cagh revenue requirements
Interim Senvice Commission Lilities financisl solvency.
Staff ’
| a6 U-17282 LA Louisiana Public Gulf States Cash revenus raquirements
Interim Service Commissian Utliities financial soivency.
Rebuttal Stk
1288 9613 KY Atiomey General Big Rivers Revenue requisments
Div. of Consumer Elactric Corp. accounting adjusiments
Prolecion - fingnciat workoe plan,
1187 17282 LA Louisiana Prilic Guf Stales Cash revenus requinements,
Interim 13th Judicial Senvcg Commission Vtikities financial solvency.
District Ct. Stalf
) 87 General Wy West Virginia Energy Monongahela Power Tax Relorm Act of 1986,
| Ocder 236 Usars' Geoup Co.
i :
47T UTB2z LA Louisiana Public Guif States Prudence of River Band 1,
| Prudanca Servica Commission Utkties eConemic analyses,
Stk cancellation studies.
487 M-100 NC North Carolina Duka Power Co. Tax Refomn Act of 1386.
Sub 113 Industrial Enengy
Consumers
587 86-524E- WV West Virginia Monangaheia Powsr Revenue requirements.
| Energy Users' Co. Tax Redorm Act of 1986,
i Group
} 567 U122 LA Louisiana Public Gulf Stales Revenue raquirements,
| Case Service Commission Ulikes River Bend f phase-in plzn,
1 In Chiet Staft financial sovercy.
187 U-17282 LA Louisizna Public Guif Siales Revanua reguirsments
Case Servica Commission Litiities River Bend 1 phase-in plan,
In Chief Staff financial solvercy.
Surebutial
7187 U-17282 LA Louislana Public Guif Sinles Prudence of River Bend 1,
Prudence Service Camnmission Uiiifies BCONOITIC analyses,
Sumebuttal Staff cancellation shudles.
%7 86-524 wv West Virginia Monongahela Power Revenue requiremeants,
ESC Enemgy Users' Co. Tax Refarm Act of 1986,
Rebutial Groug
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Expert Testimony Appearances
of
Lane Kollen
As of September 2008
Date Case Jurisdict, Farty Utility Subject
887 9885 KY Atlomey Ganaral Big Rivers Electic Financigl workout plan
Div, of Consumer Carp.
Protection
B87  EOISIGR-  WMN Taconite Minnesola Power & Revenus requirements, DBM
823 Iritervenors Light Co. expense, Tax Reform Act
of 1985,
10/87 B70220-EF  FL Cecidentsl Florida Power Revenye requirernents, Q&M
Chemical Comp. Corp. expense, Tax Reform Act
of 1686.
1187 870701 in) Conpectiout Indusirial Conneclicut Light Tax Reform Act of 1966,
Enengy Consumers & Power Co,
1188 U-17282 LA Louisiana Pubiic Gulf Stetes Revenue requiremsnis,
1%th Judicial Service Commission Utiiities River Bend 1 phase-in plan,
District CL tate-of rstum.
288 WH KY Kantucky industrid Louisville Gas Eounomics of Trimble Courtly
Uity Cuslomers & Fladhric Co, compietion.
288 10064 KY Kentucky industriol Louisvile Gas Revenua requirements, O&M
Litiity Custornees & Electric Ca, expanse, capital stnxdue,
excess deferrad inoome tases.
58 10217 KY Alcan Ajuminum Big Rivers Electric Financial workout plan.
Nalional Southwire Com,
588 M-8z PA GPU Indisinial Melropalitan Noriuiiity generator defierrert
-10001 Intervences Edison Ca. cost recavery.
L M-B7017 PA GPY) Industrial Pennsyhania Nonufikly genarater deferred
-2C00s Intervenors Eleckic Co. cost recovery.
688 U-17282 LA Loutsiana Public Gulf States Prudence of River Bend 1
19th Judicid  Senvice Commission Utililes BCONOIMIHC anclyses,
Districi Ct. cancedation studies,
financial modeling.
7188 M-B7017- PA GPU Industriaf Megropolitan Nonutiity generator delerrad
-1C0N Intervenors Edison Co. cost racovery, SFAS No. 82
Rebuttal

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimaony Appearances
of
Lana Kollen
As of September 2008
Dale Case Jurisdict. Party Utility Subject
788 MB7017-  PA GPU Indusirist Pennsylvania Nonuliifly genesator defermed
20005 Intervanors Elecwic Co. cost racovery, SFAS No, 92
Rebuttal
988 830525 cr Connacticut Connecticut Light Excass deferved taxes, O&M
indusirial Energy & Power Co. enpanses.
Consurnars
988 10064 Ky Kentucky industrial Laulsville Gas Premature refirements, intorest
Rehearing Ulity Customers & Eledric Co. EXPENSE.
1088 88470 OH Ohio Industia Clevetand Eleclric Revenus requirements, phass-in,
ELAR Energy Consumars Hiuminating Co. axcess deferred taxes, &M
expensas, financial
1088 88-171- OH Ohio Industrial Toledo Edison Co. Revenus requirements, phase-in,
EL-AR Ensrgy Consumers aucess defomad tames, D&M
expensas, financial
considarations, working capital,
1088 8800 R Florida Induskriat Florida Power & Tax Reform Actof 1996, tax
ABEEL Power Users’ Group Light Co. expensas, O&M expanses,
pengion expensa [SFAS No. 87),
1088 37800 GA Goomia Public Atanta Gas Light Pension expense (SFAS No. B7).
Sarvice Commission Ca.
Staff
11/88 U-17282 LA Louistana Public Gulf Stales Raka base exclugion plan
Remand Service Commission UNilifios (SFASNo.TTY)
Staff
1288 U-17970 LA Louistana Public ATAT Communicalions Pension axpanse (SFAS No. 87),
Service Commission of South Central
Steff Steles
1288  U-17945 LA Loulsiana Public Soulr Cantral Compensated absances (SFAS No.
Rebutial Service Commission Bet 43), pension expense (SFAS No.
Staht B7), Part 32, income Lax
nomalization.
289 117282 LA Lontisiana Public Guil States Revenua raquirements, phase-in
Phasa i Sefvice Commission Utiities of River Bend 1, recivery of
Stalt canceled pian.
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Expart Testimony Appearances
of
Lane Kollen
As of Septomber 2008
Date Case Jurisdict. Party Uititity Subject
/0 881602EU  FL Talguin Electric Takpain/City Ecanomic analyses, incremental
B880326-EU Coaperaiive of Takahassee cost-ofsevics, average
customer rates.
7180 u-17970 LA Louisiana Public ATET Commumications Pension expensa (5FAS No. B7},
Service Cornmission of South Central compansated ebsences (SFAS No. 43),
Staff Siates Part32.
&85 8585 ™ Oceidental Chemical Houston Lighting Cancellation cost recovery, tax
Corp. & Power Co. EXPENSE, REVENUS Faguinérents.
889 3B4OU GA Georgia Public Georgia Power Co. Promotionsd praciices,
Staf development.
989 U722 LA Louisiana Public Gulf States Revenus requirsments, detalied
Phase Sesvice Commission Ufikties invastigation,
Detaled Staft
10/89  BRRO ™ Envon Gas Fipaline Tenas-New Mexico Dalemed accounting freaime,
Power Co. salalleaseback
108 8928 ™ Envon Gas TexasHow Mexico Revenue requireents, impuied
Pipeiine Power Co. capital structure, cash
woiking capital.
/89 RB81364  PA Philaelphia Area Philadglphia Raverue requiremants.
Industrial Energy Electric Co.
Users Group
11189 R-621364 PA Philadelphia Area Philadelphia Revenue requirements,
1289 Sumebultal Indystrial Epangy Electric Co. salefeaseback.
(2 Filings) Users Group
190  U-17282 LA Louisiana Public Gulf States Revenue requirements
Phase I Service Commission Uil datalied investigation.
Deailed Staff
Rebutial
e U-17282 LA Lovisiana Public Guk Stales Phase-in of River Bend 1,
Phasell Servica Commission Utiies deregquiated asset pian.
Staff
30 890319EI R Flosida Industial Florkda Power O&M axpenses, Tax Reform
Power Users Group & Lighl Ca. Actof 1888,

J. KENNEDY AND ASSOCIATES. INC.
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Expart Testimony Appearances
of
Lane Koflan
As of September 2008
Date Case Jurisdict Party Utifity Subject
40 830319l FL Florida Indesstiial Fiorida Powar O8M axpenses, Tax Reform
Rebutizt Power Users Group & Light Co. Agtof 1986,
490 U-17282 LA Louisfzna Public Guif States Fuel clawrse, gain on salg
19 Judicial Senvice Commission Uitiiies of ukiity assets.
District C1.
go0  90-158 Ky Kentucky industrial Loviswlie Ges & Revarwe requirements, post-lest
Liflity Customess Electric Co. year addilions, forecasted laet
Yoar.
1280 U47282 LA Lovisiana Public Gulf States Revenua requirements.
Phasa IV Service Commission Ltikles
Stakf
Kh 20327, NY Multiple Niagara Mohawk Incentive regulabion.
et al Intervenors Power Garmp.
5 w45 LS Offica of Public Fl Paso Bleciic Financial modeling, economic
Uity Counset Co. analysss, prudenca of Palo
of Tengs Vorda 3. :
C| F810511  PA Abeghany tudium Comp., West Penn Power Co. Recovery of CAAA costs,
P-310512 Amca Advanced Matorials least cost financing.
Co., The West Penn Powar
Industrial Users' Group
a1 9l Wy Wast Virginia Eneegy Monongahela Power Recovery of GAAA cosls, laast
E-NC Usars Group Co. costfinancing.
1191 U7282 LA Louisiana Pubic Gulf Stales. Agset impaimant, deregulatad
Service Commission Litities asset plan, revenue rxquire-
Steff ments,
1291 91410- CH Alr Products and Cincitnab Gas Revenue requirsments, phase-in
EL-AIR Chamicak, Inc., & Elecliic Co. plan.
Amnco Steal Co.,
General Elactvic Co.,
industrial Energy
Consumers
1291 10200 TX Office of Pybiic Taugs-New Mexico Financial integrity, sirategic
Utility Caunse! Power Co. planning, declined busingss
of Texas afffigtions.
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Expert Testimony Appearances
of
Lana Kollen
As of September 2008
Date Case Jurisdict. Party Utility Subject
w92 910880-Et FL Octigental Chemical Florida Power Carp. Revenue requiraments, O3M expanse,
fossil dismantiing, nuclear
decommissipning.
852 RODS22I14  PA GPU ndusirial Metropotitan Edison (ncantive regulstion, perfomance
Intervanors Ca. rewards, purchased power risk,
OPEB axpensé
952 B2-043 KY Kentucky Industrial Gangric Proceeding OPEB axpense.
LUtility Consumers
9652 920324-El FL Flovida Industrial Tampa Elechic Co. OFEB expense.
Powar Users' Group
992 398 N Indiana Industried Generic Proceeding OPEB expensa.
Group
992 S108d0P0 FL Florida inustrial Ganaric Proceeding OPEB axpénsa.
Power Users' Group
982 3934 IN Industrial Consumers Indiana Michigan OPEB expenss.
for Fair Uity Rates Power Co.
102 U-19904 LA Louisiana Public Gull Siaies Mamar.
Service Commission UtitesEntargy
Stalf Com.
1192 8649 MD Westvaco Comp, Folomac Edison Co. OPEB expenss,
Fastaioo Aluminum Co.
1R2 921715 OH Chia Manufaciurers Genaric Proceading OPEB expensa.
AUCOI Association
1262 RO032I8  PA Amnco Advanced West Penn Fower Co. Incenkive reguialon,
Materials Co., periomance rewands,
The WPP Inchslrial Purchased Power sk,
Imervencrs OPEB axpensa.
1202 U-19349 LA Louisiana Public Souith Central Bell Affiliata transactions,
Senvioe Commission cost allocations, merger.
Staff

J. KENNEDY AND ASSOCIATES. INC.
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Expert Testimony Appearances
of
Lane Kolien
As of September 2008
Date Case Jurisdict Party Utliy Subject
12492 RO002241  PA Philacelphia Area Philadelpiia OPEB expense.
indusirial Energy Blactric Co.
Users' Group
193 8487 MO Manyland industrial Haftimore Gas & OPER expense, deferred
Group Electric Ca,, fuel, CWIP in raje base
Bethichern Steel Comp.
183 39498 N PS! Industrial Group PSI Enesgy, Inc. Refunds s 1o over-
colpction of texes on
Marble Hill canoetiafion.
3 921111 CT Connecticut industrial Conneclicut Light OPEB expanse,
Energy Consumers & Power Co.
Klj:k] U-19904 LA Louislana Pyblic Gul¥ States Merger.
(Sumebutial) Sanvioa Commission UlilifiesEntengy
Staff Com.
kL] 9301 OH Ohlo Indusirial Ohio Power Co. Affiiste transacions, ke,
H-EFC Enamyy Consuimerg
93 ECo2- FERC Louisiana Pubic Gukf Siales Merger.
21000 Senvica Commission Ulitiies/Entergy
ER92-806-000 Comp.
A3 921454 oH Al Protucts Cincireati Gas & Revenua requirements,
EL-AIR Amco Staal Electic Ca. phase-in plan,
Incustrial Energy
Consurers
493 ECO2- FERC Louisiana Public Gulf Stales Merger.
21000 Seevice Commission Utiiles/Entergy
ER92-806-000 Corp.
(Rebuttal)
w3 9113 Ky Kentucky Indusirial Kantucky Lifites Fuel clause and coa! contract
Utitity Cusfomars rafund.
43 92490, KY Kentucky Industiat Big Rivers Eleclic Disaftowances and raslitufion for
924904, Utiiy Customess and Comp. excagsive fuel costs, egal and
90-360-C Kentucky Attonay improper paymends, racovery of mine
Genaral Tiogure oosts.
10/93 U-17735 LA Lowisiana Publc Calun Electic Power Reverwe requiraments, dabt
Service Commission Cooperativa restruciuring agreennent, Rivar Bend
Staft cost recovery.
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Expert Tastimony Appearances
‘ of
Lane Kallan
As of September 2008
Date Case Jurisdict Party Utility Subject
184 U-20847 LA Louisiana Pyblic Gulf States Audit and invesigation into fuel
Service Commission USiities Co. clause costs.
Staff
4734 1-20647 LA Loulsiana Public G Stetes Muclaar and fossil unit
(Sumebuttaf) Sefvice Commission Lldities parformance, fual costs,
Staff fuel dayse principles and
guideines.
594 U-20178 LA Louisiana Pubkic Louisiana Power & Plansiing and quantificaion lssuas
Service Commission Light Co. of lsast cost integreled resource
Stafi plan.
994 U-19904 LA Louistzeva Public Culf States River Band phase-in pian,
Initiel Post- Senvice Commission Uiiities Ca. ceragulabed easet plan, capital
Merger Eamings Stait struchure, olher revenue
Review requirement issuas.
94 LTI LA Louisiana Public Cajun Elactric G&T ¢ooperalive retemaking
Service Commission Powes Cooperative policies, exchesion of River Band,
Siaft ofher revanue raquiremant issuas.
1084 31054 GA Geomgla Public Southem Baki incentive rate pian, eamings
Service Commission Telephone Co. raviaw.
Slaft
1084 5258-U GA (Georgia Pubkic Sauthem Befl Altemativa regulation, cost
Service Commission Telophone Co. elocation.
Staff :
1194 Y-19904 LA Louisiana Pubic Gulf States Rivar Band phasa-n plan,
\nikial Post- Service Commission Utiiies Co. dereguiatad assef plan, capital
Mesger Eamings Siaf shuciurs, other sevenio ‘
Review requiremant lssues.
{Rebutial)
11194 U-17732 LA Louisiana Public Caiun Elactric GET cooperative ralamaking policy,
(Rebuttal) Service Commission Power Coaperative exclusion of River Band, other
Staff reventig requivement issues.
4195 R00943271  PA PP&L Industriad Pennsylvania Power Revenue requirsments. Fossi
Customer Allianca & Light Co. dismaniiing, nuclear
decommissioning.
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Expert Tastimony Appearances
of
Lane Kollen
As of September 2008

Date Cassa  Jurlsdict. Party Uttty Subject

695 3605 GA Georgia Public Southem Bel Incentive requiation, sfliate
Servics Comimissian Telaphone Go. lransactions, revenye ragiroments,

ratte refund.

695 U-19904 LA Louisiana Public Guif Steles Gas, coal, ruckaar fuet cosls,

(Direct) Sefvica Commission Usiliiess Co. contract pradance, basa/fuel
Staff realignment.
10195 9502614 ™ Tennessea Office of BeNSouth Afkliste ransactions
the Attomey General Talecommunications,
Consumer Advocats Inc.
1085  U-21485 LA Louislana Public Gu¥ Stales Nuclear O&M, River Band phase-in
(Direct) Saivice Cominission Utitiias Co. pian, base/fuel raaignment, NCL
Staff and AliMin assat deferrod faxes,
oifer revenue requirement 8suas.
1195 U-19904 LA Louisiana Public Guif States Gas, coal, mclear fuel costs,
(Surrebuttal) Service Gommission Utililies Co, contract prudancs, baseNuel
Staff Division raalignment.

1145 U-21485 LA Louisiana Public Gulf States Nuciaar O&M, River Bend phasa-in
(Supplemental Direct) Service Commission Usiities Co. plen, baseffuet realignment, NOL
12195 U-21485 Staff and AlMin asset dedemed taxes,
(Sumetnitial) olher revenue respuirement issues.

1% 95-200- OH Indhustrial Energy The Toksdo Edison Co. Competition, assel writeofis and
EL-AIR Consumers The Claveland revaksation, C&M expenss, ofer
95-300- Electic revenue reqirement lssues.
EL-AR [lhaminating Co.

256 PUC No. X Office of Public Ceniral Powar & Nuclear decommissioning.
14067 Utiky Counsel Light

506 95485108 NM Gity of Las Cruees El Paso Electric Co, Stranded Gost retovery,

municipzkzation,

796 8725 ) The Maryland Baltimore Gas Merger savings, tracking mechanism,
Industrial Group & Electric Co., eamings sharing pian, revenus
and Rediand Potomac Electric requirement issueg.

Genslar, Inc. Power Co, and
Constetiation Enengy
Corp.
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Expert Testimony Appearances
of
Lane Kollen
As of September 2008
Date Case Jurlsdict. Party Utility Subject
9596 U-22092 LA Lowisiana Public Entaryy Gulf River Sand phase-in plan, basefuel
1196 U-22082 Service Commission States, Inc. reaignment, NOL and AXMin acset
{Surrebuttal) Stalf deferrad taxes, other revenue
requirement issuas, allocation of
taguistednonfequiated costs,
096 86-327 KY Kenmiucky Industrial Big Rivers Envionmental surcharge
Utility Customers, Inc. Electic Cop. recoverabla costs.
ii7g RO0973877 PA Philadeiphia Area PECO Energy Co. Siranded £ost recovery, regulalory
Indusirial Enengy asbats and liabilities, intangible
Users Group trangiiion charge, nevenue
fetpiramants.
o7 9489 Ky Kentucky indusisal Kentucky Power Co, Ervironmarntal surchargs recoviratia
Uity Customers, Inc. Gosts, Sysiern agreemesnis,
aliowanca inventory,
jurigdicticnal allocation.
687  TOET-397 MO MC! Telecamunications Soultwestem Bed Price cap reguiation,
Conp., inc., MClmetro Telaphone Co. revanus requiraments, feie
Access Trensmission of return.
Services, inc.
897  RL00973953 PA Philadedphia Area PECO Enetgy Co. Resincturing, dereguiation,
(ngustrisl Energy stranded costs, reguialory
Ugers Group assols, abilities, nucear
and fassil decommissioning.
797 RO097I054  PA PPY. Incksstrial Penngylvania Power Restructuring, dereguistion,
Customer Allance & Light Co. strandad costs, regulalory
8ssels, lisbiliies, nuclear
and fossil decommissioning.
Y 282 LA Louksiara Pubfic Entpry Guf Depreciation ralos and
Servick Commission States, Inc. methodologies, River Band
Staff phase-in plan.
tar §7-300 KY Kentucky Industiial Louisvile Gas Merger policy, cost savings,
Utility Customars, Inc. & Elactric Co. and surcredit sharing mechanism,
Kontucky Utlites revenue requiremants,
Co. rate of relun.
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éxpmt Testimony Appearances
of
Lane Kollen
As of September 2008
Date Case Jurisdict. Party Utility Subject
897  ROG973954 PA PPAL Industial Penrsyivenla Power Restrucfuring, denagulation,
(Surebutial) Customer Afiance &Light Co. stranded costs, regutatory
astets, labitlies, nuclesr
and fossi decommissioning.
1097 97204 Ky Alcan Aluminum Corp. Big Rivers Resiructuring, revenus
Southwire Co. Elaciric Comp. requirements, rsasonableness
1087 R-S74008 PA Meironoiitan Edison Mekropolitan Resiructudng, dereguiation,
Induslrial Users Edison Co. stranded costs, regulalory
Group asels, flablliies, nucieor
ond fossil decammissioning,
ravenue requirsmants.
10087 R-974008 PA Penelec industrial Pennsylvania Resfruchuing, dereguiation,
Customer Allance Electric Co. stranded costs, regulatory
assets, liabilibes, nuclear
and fossll decommissioring,
revenus raquitaments,
197 97204 Ky Alcan Alumintm Corp. Big Rivars Restruciuring, réeveius
(Rebuttal) Southwire Co. Electric Com. requirements, reasonableness
of rates, cost allocation,
11197 U-22491 LA Louisiana Public Entergy Gulf Allncation of raguiaiad and
Service Commission Siztes, Inc. nonmeguieted costs, other
Staff revanus requiramen issyes.
11197 RO0973853  PA Priladelphia Area PECO Energy Co. Restruchwing, deragulation,
{Sumebutiat) Incustrial Energy stranded costs, ragualory
Users Group assels, liabilities, mxdear
andfoss! dacommissioning.
17 RI73081 PA West Penn Power Vest Penn Restruciuring, deregulation,
Industdal Intervenors Powar Co. stranded costs, regulalory
assals, liabifities, fossil
dacomimissioning, ravenue
requirements, securiization.
1197 R974104 PA Duquesne Industrial Oucuesne Light Co. Resinicturing, deragulation,
Intarvenors sirended costs, reguletory

assots, Eabifties, nuclesr

and fossil decommissioning,
rovanue requiremants,
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Expert Taslimony Appearances
of
Lane Kallen
As of Seplamber 2008

Date Case Jurisdict. Party Utility Subject

12197 R-873981 PA West Penn Power West Pean Restructuring, deregulation,
(Surrebuttal) industriad Intervenors Power Co. siranded casts, regulatory

assets, fabilties, fossi
decommissioning, revenus
requirements.

1297 RHI4104 PA Duguesne industrial Duguesne Light Co. Restruciuring, denaguiation,
{Sumebitial) Intervenars siranded cosls, reguiatiry

assets, fiabiifies, nuclear
&nd fossil dacommissioning,
revenue reguiremants,
securifization.

198 U-224%1 LA Louisiana Public Entergy Gulf Allocation of reguiated and
{Surebutiaf) Service Commission States, Inc. nonregulated costs,

Staff ofhér revenua
requireiment issues.

2138 8714 MD Westiaco Polomac Edison Co. Marger of Duquesne, AE, cusiomer

safeguards, savings sharing.

s U-22082 LA Loulsiana Public Enlegy Guif Restucturing, strandad costs,
{Akocated Service Commission Stalgs, e, requislory assefs, securitization,
Strardad Cost issues) Staf regulatery mitigation.

e 830U GA Gooigia Natwal Aflanta Gas Restruciuring, unbunding,

Gas Group, Lght Co. strandad costs, incentiva
Geonga Tedle reguiation, revenuy
Manulacturars Assoe, requinoniants.

398 U-22082 LA Lovisiana Public Entergy Guif Restraciuring, strandad costs,
{Allocated Servica Commission Stales, Inc. requistory assels, securitizalion,
Stranded Cost Issues) Staff requiatory miigation.
{Surebuttal)

10/96 9759 ME Maine Office of the Bangor Hydro- Restructuring, unbundiing, stranded

Public Advacale Elactric Co. oosts, TRD revenue requiements.
1088 835U GA Georgla Public Sarvice Geosgia Power Co. Aflikale ransactions.
Comenission Advarsary Staff

1088 U-17735 LA Lovisiana Public Cajun Elachic G&T cooperative ralamaking
Sarvice Commission Powet Cooperative policy, obher revenue requissment
Staff issues.

J. KENNEDY AND ASSOCIATES. INC.



Page 17 of 31

Expert Testimony Appeararces
of
Lane Kollen
As of Septembar 2008
Date Case Jurisdict Party Utility Subject
ims U237 LA Louisigna Puble SWEPCO, CSWand Merger policy, savings sharing
Service Commission AEP machanism, affilate transaclion
Staff condifions.
1288  U-23358 LA Louiglana Public Entargy Gutt Alocation of regulsted and
{Direct) Senvice Commission Stales, Inc. nonreguizted costs, tax ssuas,
Shaft and other revenug requiremant
issues.
1298 98577 ME Maine Office of Maine Pubiic Restructuring, unbunding,
Public Advocats Sarvica Ca. stranded cost, TRD ravenua
requirements.
199 08-1007 cY Connecticut industrial Lnited buminating Stranded costs, investment tax
Energy Corsumars Co. credits, accumulated deferrad
income taxes, excass deferred
incoma taxas.
Ko} U-23358 A Loulsiana Public Entargy Gulf Aliocation of requigied and
{Sumebuttal} Service Commission Steles, Inc. nonreguizied costs, tex issues,
Staft and other ravanue requiramant
fsgues.
309 98474 KY Kenlucky indusiial Louisville Gas Revenue requiremants, attematve
Lility Custormess, nc. and Elackic Co. form of reguiztion.
39 98426 KY Henbacky Indusiial Kenducky Utilties Ravanus requirements, atemative
Uity Custamers, Inc. Co. Fovms of requlation.
39 96082 KY Kentucky Indusiial Loutsvile Gas Revenug requiremeants.
Litiity Customers, Inc. and Electric Co.
Kt 89-063 KY Kentucky Indusivial Kaniucky Utilties Revenue requirements.
Utiity Customars, Inc. Ce.
488 uU-23358 LA Louksiana Public Entergy Guf Aliocalion of requiated and
(Suppiemental Service Commission Stales, Inc. nonrsguiated costs, tax issuss,
Surrebwttal) Staft and other revenue requirement
issues.
Lhe 590304 CT Connecticud Indusirial United Muminating Requlatory assats and lizbities,
Energy Corsumets Co. strandad costs, recovery
mechanisms.
4499 990205 cT Connecticut tndustrial 'Cmnacmi.ight Regulatory assats and lisbikties
Utllity Customars and Power Co. stranded costs, recovery
mechanisms.
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of
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As of Seplember 2003
Date Case Jurisdict Party Utility Subject
599 9842 KY Kentucky Industrial Louisvika Gag Revenua requirements.
99087 Utility Customers, Inc. and Electric Co.
{Additional Diract}
599 98474 KY Kentucky Industrial Keniucky Uliias Revenue requirements,
99-083 Utitity Customers, Inc. Ca.
{Additional
Direct)
559 98426 KY Kentucky Indusirial Loulsvile G Allemative regulation,
88474 Utility Customers, inc. and Blectrie Co. and
(Response to Hanhucky Utilies Co.
Amandad Applications)
6199 9759 ME Maing Office of Bangor Hydro- Requesi for accounting
Public Advocate Eleciic Co, order regarding elechic
industry resiucturing costs.
99 23358 LA Louisiana Public Entengy Guif Afiliale transactions,
' Public Sarvica Comm. States, Ing, tost alfocations.
Stat
89 890325 CT Connocticut Liniled Muminating Siranded costs, regulalory
Industrial Energy Co. asssts, tau effects of
Consumers nsset divestijure,
e U-23327 LA Louisiana Public Southwestem Electric Merger Settiesnent and
Servica Commission Power Co,, Caniral Stipulation.
Staif and South West Comp,
and Amesican Electric
Power Co.
799 97-536 ME Maine Office of Bangor Hydro- Restructuring, unbunding, siranded
Sumebuttal Public Advocate Electric Co. cost, T&D revenue raquirements.
7H9 980452 wv West Vieginia Energy Monongahela Power, Reguiatory assets and
EGI Users Group Potomac Edison, liabifities.
Appalachian Powar,
Wiheeling Power
8190 9517 ME Maina Offica of Maine Public Restructuring, untundling,
Surrgbuttal Public Adwocaie Sarvice Co. strended costs, TAD revenue
requitaments.
Lhe ] 98-426 KY Kantucky industrial Lovisvile Gas and Revenue requirements.
93082 Utility Customers, Inc. Electric: Co.
Rebuttat
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of
Lane Kollen
As of Septembaer 2008
Date  Case  Jurisdict, Party Utllity Subjact
899 w8474 KY Kentucky lndustriad Kenucky Utiliges Go. Ravenue naquirements,
96083 Uity Customes, Inc.
Rebuttal
a9 98-0452- Wy VVest Virginia Energy Monangahela Power, Regulaloyy assets and
EG Usars Group Potomac Edison, liabifities.
Rebuttai Appalachiar Pawer,
Vheeling Power
1089 U248 LA Louisiana Public Entergy Gulf Aocalion of reguialed and
Direct Service Commission Stales, Inc. ronregulsled costs, afiifate
Sta¥ iransactions, tax issuas,
and ather revanue requirement
T
1109 517 X Ddas-Ft.an TXU Electric Resbuciuring, strandad
Coalition of Independent
Colleges and Uiniversiios
1198 U-23358 LA Lowkslana Public Entergy Gulf Service company sffiiste
Suebutial Service Commission Stalas, Inc. {ransaction costs.
Afflliate Staff
Transactions Review
0400 99-1212-EL-ETPOH Graater Cleveland First Enaxgy (Cleveland Hiskoricst review, siranded costs,
9G-1HIEL-ATA Growth Associafion Elecic lumingting, reguialory aksols, kabibos.
89-1214-£L-AAM Toledo Edison)
0100 U-24182 LA Louisiana Fublic Entergy Guif Alocstion of reguizied and
Surebutta! Service Commission States, Inc, nonreguizied cosls, affliate
Staff transactions, tax ksues,
anid otier revenue requirement
issuas.
05800  2000-107 .44 Kenfucky indusirial Kenhucky Power Co. ECR surcharge roilin o base raies.
Uity Customers, Inc.
0500 U-24182 LA Louisiana Publc Enfergy Gt Aiflizie expense
Suppiemental Direct Service Commission Slates, inc, proforma adjustments.
Stalf
0500 A-110550F0147 PA Philadelphia Area PECOQ Enemy Merger hetwean PECO and Unicom.
Indusirial Enemgy
Users Group
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of
Lane Kailen
As of September 2008

Date Case Jurisdict Parly Utithy Subject
0700 2344 % The Daltas-Fart Worth Stalewide Gansric Estalation of Q&M expensas for

Hospital Councll and The Prooeading unbundied T&D revenus requirements

Cosition of Independent in projected test year.

0500  $9-1658- OH A Steel Corp. Cincinnati Gas & Electiic Co.  Reguiatory transition costs, including

ELETP requisiory assets and lishiilles, SFAS
108, ADIT, EDIT, ITC.
070 U-21453 LA Louisiana Public SWEFCO Strandad costs, regualory assals
0800 U24064 LA Loxsisiana Public CLECO Aftizte transaction pricing ratemaking
Service Commission principles, subsidization of nonreguisted
Stalf alfliates, ratemaking adjustments.

10100 PUC 220 TX The Dallas-Ft, Worth T Edciric Go. Restructuring, T&D revenue
SOAH 473-00-1015 Hospital Council and requirernests, miligation,

The Coxlition of requlatory assets and fisbiities.
Independent Colleges
And Universities

1000 ROOS7AIDE  PA Duquasne ndustrial Duquesne Light Co. Final acoounting for stranded

ARidavit Infervences costs, inchuding tresiment of
auction procoeds, taxas, capiial
costs, switchback costs, and
excess pension funding.

1100 PO000MB37  PA Metropalitan Edison Metropalitan Edison Co. Final accounting for stranded costs,
R-00974008 Indusirial Users Group Pannsyivania Elecirlc Co. Including iregiment of auction proceeds,
P-00001838 Penelec Indusirial taxes, regulatory assets and
R-00$74009 Cuslpmer Aliance liabilities, transaction vosts.

1200 U-21453, LA Louisiana Public SWEPCO Stranded coste, regufatoty ascets,
U-20925, U-22052 Service Commisgion
{Subdocket C} staff
Surrebuttat

O 24393 LA Lovisiana Public Entergy Cuff Pliocetion of tegulated and
Direct Senvica Commission Stalas, InC. nonneguiated costs, tax ksues,

Staff and ciher revanua requirement
issUes.
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of
Lane Kollen
As of Saptember 2008
Data Case Jurisdict, Party Wtility Subject
o U-21453, LA Louisiana Public Entergy Guif Induslry restruciurng, businges
U-20925, U-22002 Senvice Commission States, Inc. saparalion plan, organization
{Subdackat B) Staff structura, hold harmless
Surabuttal condtions, fnanding.
01/01  CaseNa. KY Kentueky Industrial Louisvila Gas Racovery of emvisonmental costs,
2000-338 Lty Customens, inc. & Blectric Co. surcharge mechanism.
M1 CaseNe. KY Kentucky industrial Kentudky Regovesy of environmental costs,
2000439 Ulility Customers, Inc. Utitifies Co. surcharge mechanism.
0201 A-110300F0035 PA, Wet-Ed Indusirial GPU, Inc. Werger, savings, reliabity.
A-110400F0040 Usars Group FirsiEnargy Corp/
Penalec [ndustral
Customer Allance
0301  POOCD1880  PA MetEd Indusstria) Mefropoitan Edison Recovery of costs dua o
P-00001861 Users Group Co. and Pennsylvaniz provider of last resorl oblgation.
Penelec Industrial Electric Co.
Customes ARance
04 U-21453, LA Lensisiane Public Entergy Gulf Business saparation plan:
20925, Fublic Service Comm. States, Inc. sottiement egrasment on oversil plan
U-2282 Staft Structurs.
{Subdecket B)
Setemant Term Shest
04101 U-21453, LA Louisiana Publc Enlexgy Gull Business saparation plan:
U-20925, Public Service Comm, States, Inc. agreements, hold harmless condifions,
-22082 Staff separstions methodalogy.
(Subdocket B}
Contested Issues
0501 U-21453, La Louisiana Public Entergy Gulf Business separation plan:
1-20925, Public Service Comm. Stalss, Inc. agreements, hold hamless conditions,
U-22002 Staff Separations methadology.
{Subxiocket B}
Contested lssues
Transmission and Distribution
Rebuttal
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Lane Kollen
As of September 2008
Date Cass Jurisdict, Party Utility Subject
070t U-21453, LA Louisiana Public Entergy Guif Businass separation plan: setlement
. U-20925, Publlz Service Comm, Siates, inc. agreament on T&D issues, agreoments
U222 Staft nacessary to implement T&D separstions,
Subdocket B told hamiess condilions, seperations
Transmission and Distribution Term Sheet methodology.
1001 140000 GA Georgia Publc Georgia Powsr Company  Reventsa requiraments, Rate Pan, fusl
Service Comenission clause recovary.
Adversary Slaff
not 14311 GA Georgia Public Atlanta Gzs Light Co. Revemnse requirements, revanue foreeast,
Direct Service Commission Q&M expense, depreciation, plant acditions,
Paned with Adversary Siaff cash working capitz!,
Bein Killings
"M U-25687 LA Louisiana Public Entergy Guif States, inc.  Revanue requirements, capital structure,
Direct Senvice Commission dllocation of requiatad and nonreguiatsd costs,
Stafl River Bend uprata.
202 25230 I Dallas FL-Worh Hespital TXU Electic Stipulation. Regulatory assels,
Counchl & the Goaition of secwitization Anancing.
Irdapandent Colleges. & Universiies
0202 U-25687 LA Louisiana Public Entergy Guif Slales, inc.  Revenue requireménts, corporate franchise
Surebuttal - Senvice Commission tax, conversion fo LLC, River Bend uprate.
Staff
0302 1431 GA Geongia Pulic Atfenta Gas Light Co. Revenua requiranments, esrnings sharng
Rebuttal Senvice Comrnission plen, senvice quaity standards.
Panel with Adversary Staff
Bolin Kifings
Q302 43U GA Gaorgia Public Abanta Gas Light Co. Revenus requirements, revente forecast,
Retwital Service Commission {8M expense, depreciaion, plant additions,
Pane) with Adversary Staff cash working capltsl.
Michelle L. Theber
3oz  001143El FL South Flwida Hospital Floride Power & Light Co.  Revenue requirervents, Nuclear
and Healthcare Assoc. il axtension, storm damage accruals
and raserve, capiial structurs, OBM axpanse.
0402 L-25687 LA Lotisians Public Entergy Guff Stales, Ine.  Revente requirements, corpovale franchise
(Supplementat Sumebkrtta) Service Compmissian ta, conversion 1o LLG, River Bend uprate.
0402 U-21453, U-20925 Louisiana Pubiic SWEFCO Business separation plan, T&D Teim Sheet,
and 1)-22042 Service Commission separations methodologies, hald harmiess
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of
Lane Kollen
As of September 2008
Date Case Jurisdict. Party Uhility Subject
{Subdocket C) Staff condions.
0anz  ELM- FERG Lovisiana Pubilic Entargy Services, Inc. System Agrasment, production cost
83-000 Service Commission and The Entergy Operaing  equalization, tadfla.
Companies
08/02  U-25884 LA Lowisiana Public Enlergy Gulf States, Ine.  System Agreement, produetion cost
Service Commissien and Energy Louisiane, Inc.  disparities, pradence.
Staff -
0902 200200224  KY Kentuoky Industrial Kentucky Utiities Co. Line losses and fuel clause recovery
200200225 Utilities Customers, Inc. Louisville Gas & Eleclric Co. associated with off-$ystem saies,
102 200200146 Ky Kentucky Indusiz! Hentucky Liiities Co. Envicenmental camplianca coesls and
200200147 Uitlibes Customers, nc. Louisvile Gos & Eleckic Co. surchame recovery.
0103 200200169 Ky Kentucity Industial Kentoky Power Co. Envirormenial compliance costs and
Utiiies Customers, Inc. surcharga racovery.
0403 200200429  KY Kentacky Industial Kentucky Utiities Co. Extension of menger surcrad,
2002-00430 Utity Cusiomers, inc. Louksvlle s & Blectric Co.  fiaws in Companies’ shudiss.
M0 UM LA Lowisiana Pubic Entomy Cuf Sttes, lic. Revenus requitemants, oorporete
Servica Commission franchise tax, conversion o LLC,
Staff Capital structyre, post test year
Adiustmens.
0603 EL)- FERC Louisiana Fubiic Emeagy Services, inc. System Agreement, produdion cost
58000 Service Commission and the Entery Cperating equakization, tarifs,
Rebuttal Comparies
06103 200300068 KY Kentucky tinduslrial Kartucky Utiies Ca. Environmental cost recovary,
Utilty Customers correction ¢f base rae error,
103 ER03-753000 FERC Louisiena Public Entargy Senvices, Inc. Unit power purchases and sale
Servica Commission and the Entergy Operdiing oost-based taff pursuant to System
Companigs . Agreerment,
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of
Lane Kollen
As of September 2008

Date  Case Jurisdict Party Utitiey Subject

1103 ER03-583-000, FERC Lowislgna Public Enlergy Services, Inc., Uriit power purchase and sale
ER03-583-001, and Servica Commission the Entergy Operating agreemments, contraciual provisians,
ER03-563-002 Companies, EWO Market-  projected costs, levelized rates, and

ing, L.P, end Entergy formula rales.

ER03-881-000, Pewer, Inc.

ER03-681-001

ER03-582-000,

ER03-882-001, eand

ER03-582-002

ER03-744-000,

ERG3-744-001

(Consclidated)

1203 U-26527 LA Leessiana Public Enlergy 5l States, Inc. Revenve requiraments, corpovate
Surrebuttal Service Commission franchise {ax, conversion o LLC,

Staff Capita! structure, post lest year
adjusiments.

1203 20030334 Ky entucky industrial Kentucky Uiiilies Co. Esmings Shating Mechanism,
20030335 Utilky Cuslomers, inc. Louisvite 5as & Elecliic Co.

1203 U LA Louisiana Publc Enlergy Loulsiana, Inc. Puschased power contracks

Service Commission between affifates, farms and
Staff condifions.

0304 28527 LA Louisiana Patiic Entergy Gulf States, Inc. Revenua requirements, corporala
Supplemental Service Commission frenchise tex, comversion 10 LLG,
Surrebuttat Siafl capital siucture, pos! teet yeer

adjustmants.

04 200300433 KY Kentucky Indesiriel Lewigvile Gas & Electic Co.  Revenua requirements, depreciation 1ates,

Uity Customers, inc. D&M expense, deferals and amortization,
eamings sharing mechanism, merger
suncradit, VOT surcredil

0dp4 2003004 KXY Kentucky Indusirial Kertucky UNiities Co. Reveni:e roquiremnenis, depraciation rales,

Utility Customess, Inc. O8M expanse, defesrals and amortization,
eamings sharing rmachanism, merges
surcredit, VDT surcredit

034 SOAHDocket TX Cias Served by Texas- Texas-New Mexico Etranded costs frue-up, Inchuding
473042459, New Mexico Power Co. Power Co. including valualion issues,

PUC Dacket {TC, ADIT, excess eamings.
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of
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As of September 2008

Date Case Jursdict. Party Lhility Subject
29206

0504 04185 oH Ohip Energy Group, Inc. Columbus Southem Power  Raia stabilizadon plen, deferrals, TAD
EL-UNC Co. & Ohio Powar Co. rate increases, eamings.

06/04 SOAH Docket  TX Houston Council for CenlerPgint Stranded costs fue-up, inchating
473-04-4555 Health and Education Energy Houston Bleciric valyation issues, ITC, EDIT, excess
PUC Docket ritigation cradits, capacity auclion
29526 true-up revenues, interest.

08/04 SOAH Docket  TX Houston Council for CenterPoimt Interast on siranded cost pursuant to
473044558 Hedith ang Education Energy Housion Eledtric Texas Suprame Courd remand.

PUC Dockst
2958
{Supp! Diract)

0304 Docket No. LA Louisiana Public SWEPCO Fual and purchasad power expenses
U-23327 Sarvice Commission recoversble through fuel adjusiment clausa,
Subdocket B Staff tracting activities, compliance with bems of

vanigus LPSC Orders:

1004 DocketNe. LA Loussiana Public SWEPCO Reventia requirements.

U-23327 Service Commission
Subdocka! A Steff

1204 CaseMo. KY Gallatin Steal Co. East Kenlucky Power Environmentel cost recovery, qualified
200400321 Cooperative, inc., costs, TIER requiraments, cost allocation.
Case No. Big Sandy Rect, etal
200400372

0105 30486 ™ Houston Coundl for CenterFoirt Enangy Strandad noel rue-up including reguiatory

Health anq Education Haousion Elecire, LLC Central Co, assets and listfiles, ITC, EDIT,
credits, retroapective and prospectve ADIT,

0205 18838U GA Georgia Public Atlanta Gas Light Co. Revenue requirements.

Service Commission
Advarsary Siaff
02408 18638-U GA Gaorgia Pubiic Abiania Gas Light Co. Comprehensivi rala plan,
Panel with Servics Comnmission pipeling replacement program
Tony Wackery Adversary Stalf surcharge, performance basad raia pian.

0205 18638V GA Georgia Public Atianta Gas Light Co, €Enargy consaralion, aconomic
Panel with Service Commission develppment, and tariff issues.

Michelie Theber Adversory Stalf
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of
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Date Case Jurisdict. Party Utllity Subject
03105  Case Mo, KY Kentucky Industrial Kenlucky Utities Co. Environmental cosl recovery, Jobs
200400426 Uity Customers, inc. Louisville Gas & Electre Croafion Act of 2004 and § 159 deduction,
Casa No. excess commen equity ralio, defesral and
2004-00421 amaetization of nonreciring OBM epense.
0605 200500068  KY Kantucky Industrial Kantucky Fower Co. Enwironmental coet racovery, Joba
Utiltty Customers, inc. Croafion Actof 2004 and §199 deduction,
mangins on allowsnces used for AEP
sysiem sales,
0605  (0ARO045-E FL South Florida Hospital Rovida Power & Stom damage expense end resarve,
and Healithcare Assoc. Light Ca. RTO costs, M expense projeciions,
rebum on equily perfommenoe incantive,
Capitat siructuns, Selactive second phase
postisst year rate incresgs.
D80S 31056 ™ Alliance for Vallay AEP Taxas Strandes] cost true-up including regulstary
Healthcare Ceniral Co. assels and kabifiey, ITC, EDIT, capacity
retrospective and prospeciive ADIT.
0905 298l GA Geogia Publlc Almos Energy Comp, Revenug requiraments, rolkin of
Servica Commission surchasges, ost recovery through surcharge,
Adversary Staft reparting raquirements,
0905 202984 GA Georgla Public. Alreos Enatgy Corp. AffNata trangbetions, cost slocations,
Panel with Service Commission caphalization, cosl of debl.
Victoria Taylor Adversary Steff
1605 0442 DE Delawara Public Service Arlesian Water Co. Miocation of tax el operating iosses
Commission Staff betwesn requisied and unregulated,
105 20050035t KY Kentucky Indusirial Uity Kentucky Utiies Co. Warkdorce Separation Program cost
200600352 Customes, inc. Louisville Gas and recavery and shared sgvings through
Elactrie: Co. VDT surcredit
0WE 200500341 KY Kantucky tndustriel Kenlucky Power Co. System Ssigs Clause Rider, Envimnmentsl
Uty Customers, Inc. Cost Racuvery Rides, Nel Cangsstion Rider,
Storm damage, vegelation managament
program, depreciation, off system sales,
mamtanance nomnslization, pension and
OPEB,
36 1994 TX Cities Tanas-New Mexco Stranded cost recovery through
506 31984 Power Co. cormpetiion bansiion or change.
Supplemental Retraspactive ADFIT, pospectiva
ADFIT,
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of
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As of September 2008
Data Case Jurisdict. Party \Hhility Subject
0306 U-21453, LA Lovisiana Public Enlergy Gulf Stales, Inc. Jurisdictional separafion plan.
U-20923, Service Commission
U-22092 Slalf
306 NOPRReg IRS Alliance for Valley AEP Texas Central Preposed Regulaiions affecting fiow-
104385-0R Haalth Cars and Houston Company and CenterPioint  through 1o relapayars of excass
Councit for Haakth Educalion Energy Hotslon defemed income taxes and investment
Electric Tax credits on ganeration plant that
Is sold or dereguiated.
406 U-25116 LA Louisiana Public Entemy Louisiana, inc. 2002-2004 Audit of Fuel Adjustment
Servica Commission Clause Filings. Alfliai Iransacions.
Staff
0706 R-00061386, PA Met-Edind. Usars Group Metropolitan Edison Co. Recovery of NUG-relatad stranded
Et at Pannsylvania ind. Pennsyhania Electric: Co. cosls, govemmen! mandaled programa
Customer Aliance cosls, storm damage casts.
oM6 U233y LA Lovisigna Public Souttwasiam Revente requirerents, formula
Service Commission Electric Posrer Ca. rata pian, banking proposat.
Staff
08B U-21453, LA Louisiana Public Entexgy Gull Jurisdictional separation plan.
U-20925 Servipa Commission Stales, inc.
U-22092 Staff
(Subdocket J)
171006  05CVH03-3375 OH Varlous Taxing Authorities Siala of Ohio Depariment Acctunting for nucker kil
Frankiin County {Nen-LNtity Procaeding) of Revenue assarnblies as manufaciured
Coutt Affidevit equipment and capialized plant.
1406 U233 LA Louisiana Pubic Southwestem Eleglric Reverue requirements, formula
Subdocket A Service Commission Power Ca.. rate plan, banking proposat,
Reply Testimany Staff
0307  U-29764 LA Louisiana Public Enlengy Gulf Stales, inc., Jurisdiciional alocation of Entengy
Service Commission Enlangy Louisiana, LLC System Agreemeant equalization
Stalf remedy receipls.

307 33309 ™ Citiss AEP Texas Central Co. Revenue requirements, inchuding
fraciionalizafion of transmission and
diskibution costs.

0307 3310 ™ Cites AEP Taxas North Ca. Revenue requirements, induding
fractionalization of iansmission and
diskibution costs.
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Date Case Jurisdlct. Party Utlikty Subjact
0307 200600472  KY Kenucky Industrial East Kenlucky Intesim rate Increase, RUS foan
Utilty Customers, Inc. Power Cooperative covanants, cradit facifity
requirements, financizt condition.
07 L-291a7 LA Louisiana Public Claco Power, LLG Pamanent (Phase If) stom
Statf
G407 U-2OTR4 LA Lavisiana Pubiic Entergy Guif Slates, Inc. Jrisdictional sliocation of Entergy
Supplamenta Senvice Cammission Entergy Louisiana, LLC Syslem Agreement squalization
And Staff remedy receipts.
Rebuttai
0407 EROT582000 FERC Louisiana Pubfic Envigngy Servies, inc., Allocaion of intangible and general
Afficiavit Sarvice Commission and the Enfergy Operating  plant and A&G expanses fo
Comparfies praduction and state income tex
effacts on equalization remedy
receipts
007 ERO7684000 FERC Lowisiana Public Entergy Senvioes, lnc, Fue! hedging oosls and campliance
: Affidavit Senvice Commizsion end tha Entergy Operating with FERC LISOA.
Companies .
Q507  ERO7682-000 FERC Lauisiana Pubic Entergy Services, Inc. Nbﬁondmmmdgm
Affidavit Senvice Commission and tha Entergy Opereting plant and A&G expanses b
Companies produrtion and acoount 924
eflacts on MS5-3 equakzafion remedy
payrrents and receipls.
0607  U-29764 LA Louisiena Public Enlergy Lousiang, LLC Show cause for vislating LFSC
Sarvice Commission Entergy Gulf States, Inc. Order on fuel hedging costs,
Stalf
0707 200600672  KY Kantucky Industrigh URity East Kantucky Power Revenue requirements, post test year
Customers, inc. Cooperstive adjusiments, TIER, surchange revenues
and costs, financial need.
0107 ER07.955000 FERG Louisiana Public Enlergy Servicas, Ing, Storm damege costs related to Huricanes
Affidavil Service Commission Katrina and Rita and effects of MSS-3
equallzation payments and recaipts.
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1007 05UR-103 W Wisconsin Industriat Wisconsin Electric Power  Revenue requirements, carrying charges
Direct Energy Group Cornpany on CWIP, amortization and retumn on
Wisconsin Gas, LLC requiatory assels, working capital, incentive
compensation, uge of rale base in teu of
capitalization, quaniification and uvse of
Point Beach sale proceads.
1007  05URI03 W Wiscansin Industrial Wisconsin Eleciic Power Revenus requivemants, canying charges
Sunebuital Energy Group Cornpany oft CWIP, amortizaion and retum on
Wisconsin Gas, LLC reguialony assels, working capital, incentive
compensalion, use of rate bage in ey of
capitatization, quaniificaion and usa of
Paint Beach sala proceads.
1007 25060-U GA Georgia Public Service Georgia Power Company  Affiliate costs, incenfive compansation,
Direct Commigalon Public consalidated income taxes, §198 deduction.
Interest Adversary Staff
AT 06-0033-ELN Wy West Virginla Energy Users Appalachian Power Company IGCC surcharge during constryction period
Direct Group and postin-service date,
1147 ER07-682-000 FERC Louisiana Putiic Servica Entergy Services, tnc. Functionalization and afiocation of
Direct Commission and ha Entergy Operating  infengible and general plant and ASG
Companies expensas,
0108  ER07-682000 FERC Louislana Public Service Entergy Senvices, Inc. Fuctionalizalion and afiocation of
Cross Answering Commission and the Entergy Opesating  intangible and general piani and ASG
Companies 8xpenses.
0108  07-551-ELAIR OH Ohio Energy Group, inc. Chio Edison Company, Revenue Requiremianis.
Direct Cleveland Electric
lluminating Company,
Totedo Edison Company
0208  ER07-956000 FERC Loulsiana Public Service Entergy Senvices, inc. Furctionalization of expensas in account
Direct Commission and the Entergy Operating  923; storm damage expenss and accounts
Companies 024, 228.1, 182.3, 254 and 407.3; tax ROL

carrybacks in account 165 and 238; ADIT;
nuclear servica lives and effecton

depreciation and decommissianing.
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0308  ERO7-956-000 FERC Louisiana Public Servica Enlergy Services, Inc. Funclionalization of axpenses i account
Crass-Answering Commission and the Entargy Operating 923 slorm damage expense and sccounts
Comparies 924, 228.1, 182.3, 254 and 407.3; tax NOL
carrybacks in account 165 and 236; ADIT,
nuclear sexvice lives and effect on
depreciation and decommissioning,
04008 200700562 XY Kantucky incustrial Utity Kenhucky Ullities Co. Marger suroredit.
And 200700563 Customers, Inc. Louigville Gas and
Elsclric Co.
0408 26837 GA Georgia Public Service SCANA Energy Rule Nisi complaint
Direct Commission Staff Marketing, inc.
Panel with
Thomas K. Bong,
Cynthia Johnson,
Michele Thebert
0508 26837 GA Geargia Publ: Service SCANA Energy Rule Nisi complaint.
Rebuftat Commission Stai Marketing, inc.
Panal with
Thomas K. Bond,
Cynthia Johnson,
Michelie Thebert
0508 26837 GA Georgia Public Service SCANA Enenmy Rulg Nisi camplaint.
Supplemental Commission Staft Marketing, tnc.
Rebuttal
Pane! with
Thomas K. Bond,
Cynthia Johnsan,
Michelle Theben
06108 200800115  KY Kentucky Inustriat Ligity East Kentucky Power Environmental surchare resoveries,
Customers, Inc. Cooperativa, inG. inl costs recovered in existing rates, TIER
078 2763 GA Georgia Public Service Atmas Enangy Coip, Revanue requiremants, ind projected Test
Oirect Commission Public vear iate hase and expenses,
Interest Advocacy Staff
0708 27163 GA Georgia Public Service Atmos Encrgy Corp, Affiliale ransaclions and division cast
Pane! with Commission Public allocaliony, capital shucture, cost of debt.
Victoria Teylor Interest Advocacy Staff
0808  GGBO-CEA170 Wi Wisconsin indusirial Energy ~ Wisconsin Power and Nelson Dewey 3 or Colombia 3 fixed
Direct Group, Inc. Light Company financial parameters.

J. KENNEDY AND ASSOCIATES. INC.
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Expert Teatimony Appearances
of
tane Kaollan
As of September 2008
Data Casa Jurisdict. Party Utllity Subject
08708  66BO-UR-116 W Wisconsin Industrial Energy Wisconsin Power and CWIP in rate hese, labor expensas, pansion
Diret Group, Inc. Light Company expanze, financing, capital siructure,
decouping,
0808  6680-UR-116 WI Wisconsin Industrial Energy ~ Wisconsin Power and Capital struchure.
Rebuttal Group, Inc. Light Company
0806  GAS0-UR-119 Wi Wisconsin ndustrial Energy Wisconsin Public Service Prudenoe of Weston 3 outage, incentiva
Direct Group, Inc. Corp. compensatian, Crana Creek Wind Fam
increments) revenue tequirement, capilat
structure.
0508  G690-LR-119 WI Wisconsin Industrial Enengy Wiscansin Pulic Semvice Prudence of Weston 3 outage, Section 199
Surrebuitat Group, inc. Com. deduction, '

J. KENNEDY AND ASSOCIATES. INC.
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American Electric Power Operating Companies

Exhibit___(LK-2)

2007 Dollar and Percentage Return on Common Equity
Source: Form 1 Pages 112, 114, 115, 117

Common Stock issued
Premium on Capital Stock
Other Paid-in Capital

Less: Capital Stock Exp
Retained Earnings
Undistributed Sub Earnings
QOther Comprehansive Income

Total Cammon Equity

Net Income - Total Company (1)

% ROE

Each 1% ROE - Net Income Effect
Composite income Tax Rate (Fed and State)

Each 1% ROE - Revenue Requirement Effect

Net Util Oper Inc
Electric
Gas
Other
Total

Electric %

Preferred Stock

Long-Term Debt

Total Capitalization

Preferred % of Total Capitalization

Page 1 of 2
Calumbus
Southern Ohio
Pawer Power
Company Company
41,026 321,201
257,892 728
322,457 535,912
562,162 1,469,717
9,533
{16,394} {36,541)
1,166,877 2,291,017
258,088 268,564
22.12% 11.72%
11,667 22,810
38.60% 35.60%
18,002 3?!31 5
332,143 372,480
332,143 372,480
100.0% 100.0%
- 16,627
1,208,224 2,487,005
2,464 901 4,804,649
0.0% 0.3%

(1) Net incoma does net reflect reduction for preferred dividends, (affects only Ohio Power and only by minimal amount).
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American Electric Power Operating Companies
Calculation of Composite Income Tax Rate
Tax Year 2008
. Assume pre-fax income of $ 100.0000
. State income tax at 8.5% 3 8.5000
. Taxabie income for Federal income tax before manufacturing deduction $ 91.5000
Manufacturing Deduction Rate (Sect. 199} $ 0.0600
. Less: Manufacturing Deduction {Sect. 199) $ 5.4800
. Taxable income for Federa! income tax (Line 3 - Line 4) $ 86.0100
. Federal income tax at 35% (Line 5 x 35%) $ 30.1035
. Total State and Federal income taxes (Line 2 + Line &) $ 38.8035
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AEP OHIO’S RESPONSE TO
OHIO 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 seck approval to sell or ttansfer
their generating assets at the expiration of functional sepatation.
a. Please provide all studies, memoianda, documents or emails that discuss
the financial or operational effects of the requested sale o1 transfer.
b. Please provide all documents which demonstrate that such a sale or
transfer is in the best inferest of the Companies’ ratepayess.

RESPONSE:

a. The Companies are not presently requesting any general authoiity to sell or transfes their
generating assets. Page 14 is intended to describe the approach that would be used when
functional separation uitimately ends, i e., that it would lead to the sale or transfer of their
geneiating assets. No studies, memotanda, decwnents o1 emails have been created that
discuss the financial or operational effects of such a sale or transfer.

b. Section 4928.17, Ohio Rev. Code, reflects the Obio General Assembly's determination
that corporate sepaiation is in the best interest of electric utility company customers.

Prepared by: J. C. Baker and bounscl
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Page 1

I. QUALIFICATIONS AND SUMMARY

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

Georgia 30075.

What is your accupation and by who are you employed?
I am the President and a Principal of Kennedy and Associates, a firm of utility rate,

planning, and economic consultants in Atlanta, Georgia.

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

Kennedy and Associates provides consulting services in the electric and gas utility
industries. Our clients include state agencies and industrial electricity consumers.
The firm provides expertise in system planning, load forecasting, financial analysis,
cost-of-service, and rate design, Current clients include the Georgia and Louisiana
Public Service Commissions, and iﬁdustrial consumer groups throughout the United
States. My educational background and professional experience are summarized on

Baron Exhibit _ (SIB-1).

J. Kennedy and Associates, Inc.
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On whose behalf are you testifying in this proceeding?

I am testifying on behalf of The Ohio Energy Group (“OEG”™), a group of large
industrial customers of Columbus Southern Power Company (“CSP*’} and Ohio
Power Company (“OPC”), hereinafter referred to as “the Companies”. The
members of OEG who take service from the Companies are: AK Steel
Corporation, ArcelorMittal USA, Brush Wellman, BP-Husky Refining, LLC., E.L
duPont de Nemours and Company, Ford Motor Co., GE Aviation, Griffin Wheel,
PPG Industries, Inc., Republic Engincered Products, Inc., Severstal Warren, Inc.

(formerly WCI Steel), The Procter and Gamble Co. and Worthington Industries.

Have you previously presented testimony in any of the Companies® cases in
Ohig?

Yes. I have previously testified in Case Nos, 85-726-EL-AIR and 07-63-EL-UNC.
I have also testified in numerous AEP cases in Kentucky, West Virginia, Virginia,

Louisiana, Indiana and before the FERC.

What is the purpose of your testimony?

I am addressing a number of issues raised by the Companies’ proposed ESP
associated with its requested rates andrridcrs. First, I will address the impact of the
Companies’ proposals to inc]ude market purchases in their ESP generation rates.
As described by withess Baker, the Companies have included market purchases of

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

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

[ will also address the Companies’ proposed non-bypassable Provider of Last Resort
(“POLR”™) charge that is designed to compensate the Companies for the cost
associated with POLR swilching risk by the Companies retail customers. As
described in the testimony of the Companies’ witness Craig Baker, this charge is
based on a quantification of the cost of an “option” that permits ESP customers to
opportunistically shop and shopping customers to opportunistically return to ESP
SSO service. While OEG has not determined whether this option is comrectly
priced, OEG does oppose the POLR charge in the event that a customer waives its

option (shopping) rights during the ESP.

I will address the Companies’ proposed Energy Efficiency Rider, and specifically
the proposed allocation of these costs to rate schedules. OEG supports the

Companies’ EER proposal.

Finally, [ will address the Companies’ proposed demand response options. As
discussed in Companies’ witness David Roush’s testimony, the Companies have
modified their tariff language to specifically prohibit SSO customers from
participating in PYM Demand Response programs, either via a third party provider
or directly as a PJM member. OEG recommends that the Companies’ ESP plan

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

ESP customers the option to participate in the PJM programs through AEP.

Would you please summarize your testimony?

Yes.

1. As recommended by OEG witness Kollen, the Companies’ ESP
proposal to include market based purchases of 5%, 10% and 15% of total
energy requirements in 2009, 2010 and 2011 is unreasonable. The inclusion
of these market purchases will have a very significant and detrimental
impact on the Companies® ESP rates. In 2009, as a result of the Companies’
proposal to purchase market based energy rather than obtain energy from the
AEP pool, CSP’s rates will be higher by $69.5 million and OPCO’s rates
will be higher by $75.4 million. In 2010 and 2011 the impact will be

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

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

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

accept market based rates.

3. The Companies’ proposed Energy Efficiency Rider is reasonable and
the underlying allocation of costs on a direct assignment basis is appropriate

and should be adopted by the Commission.

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

these PJM programs directly, or through contractual arrangements with third

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

OEG Witness Lane Kollen addresses and objects to the Companies® proposal
to include the 5%, 10% and 15% market purchases in the computation of
their proposed ESP fuel and purchased power adjustment calculations. Have
you calculated the impact of these market purchases on the Companies’

proposed ESP charges?

Yes. As discussed by Mr. Kollen, the Companies proposal to include market
purchases as part of their proposed ESP gencration rates is unreasonable. As
explained by Companics’ witnesses Baker and Roush, the Companies are proposing
to include the costs associated with market purchases comprising 5% of their total
generation in 2009, 10% in 2010 and 15% in 2011. The cost of these market
purchases are significantly higher than the average fuel and purchased power costs
for the Companies. They are also significantly more expensive than the cost of
available AEP pool purchases. For CSP, the assumed market price of enerpy in
2009 is $88.15 per mWh, comparex to a pool purchase cost of $26.15 per mWh and
an average fuel and purchased power cost of $36.49 per mWh. For OPCO, the
assumed market price is $85.32 per mWh, compared to a pool cost of $21.74 per
mWh and an average fuel and purchased power cost of $30.38 per mWh. The
Companies” proposed market purchases are 3.5 to 4 times as expensive as pool

purchases.
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Have you calculated the impact of these market purchases on 2009 ESP rates

for each Company?

Yes. Based on data supplied by the Companies in the testimony and exhibits of Mr.
Roush and witness Philip Nelson, together with the Companies response to Staff
data request No. 10-1, I have developed an analysis of the impact on customer rates
from the Companies proposal to include market purchases in its ESP fuel and

purchased power costs.

Table 1 below shows the revenue and percentage increases proposed by CSP. This
table does not reflect the deferrals proposed by the Company. Since ratepayers will
ultimately be required to pay all of the deferral costs, it is appropriate to present the
full increases produced under the ESP proposal. Alsc shown on Table 1 is a similar
set of increases in which AEP pool purchases have been substituted for the 5%
market purchases included in the Company’s 2009 ESP revenue increase

calculation.
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Table 1
Columbus Southern Power Co. 2009 Proposed ESP Revenue Increasos
2009 Rates As Filed 2009 Rates, No Market Purchases
Without Deferral Without Daferral
Tariff Class $§ Increase % Increase $ Increase % Increase

Residential § 143,405224 19.6% s 119,342,559 18.3%
GS-1 7,680,997 17 2% 6,403,652 14.6%
GS-2 35,500,955 18.1% 29,740,353 15.1%
GS-3 119,211,671 21.7% 95,773,921 17.4%
GS-4/IRP-D 38,835,858 28.5% 30,136,004 22.1%
AL 1,201,113 11.7% 1,024,419 10.0%
SL 692,351 14.4% 564,833 11.8%
CSPJOP Joint 2,913,607 2.8% {3,007,839) 2.9%
Total $ 3496219007 19.7% 3 280,067,802 15.7%
Difference $ {69,554,005)

Table 2 shows a similar summary for OPCO.

Table 2
Ohlo Power Co. 2009 Proposed ESP Revenue Increases
2003 Rates As Filed 2009 Rates, No Market Purchases
Without Deferral Without Deferral
Tariff Class $ Increase % Increase $ Increase %A Increase

Residential § 170,853,977 27.9% $ 149,513,762 24.4%
GS-1 9,618,912 27.1% 8,574,580 24.1%
GS-2 79,480,573 29.5% 69,658,299 25.8%
GS-3 125,861,225 33.1% 108,123,401 28.4%
GS-4/1RP-D 128,644,511 42 1% 108,860,429 35.6%
oL 1,718,216 18.0% 1,553,465 16.2%
SL 1,818,394 20.9% 1,624,558 18.6%
EHG 497,227 29.4% 427,513 25.3%
EHS 6,880 47.1% 5,580 38.2%
58 1,181,744 31.4% 1,028,661 27 .4%
SBS 37,035 20.5% 33,931 18.8%
CSPI/OP Joint 4,992 788 5.1% {165,619} 0.2%
Total § 524,620,783 30.4% $ 440,247 569 26.0%
Difference $ (75,373,214)

What do you conclude from this analysis?
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Page 9
It is clear that the Companies’ proposal to include the 5%, 10% and 15% market
purchases in their ESP generation rates results in significant cost iﬁcreases o
customers. For 2009 alone, this amounts to $69.5 million for CSP and $75.4
million for OPCO. In 2010 and 2011, the impact would be roughly two and three

times larger (respectively), due to the increased level of purchases.
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OI.  AEP’s PROPOSED PROVIDER OF LAST RESORT CHARGE

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

POLR charge is designed to compensate.

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

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

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

' Baker Direct Testimony at page 30, line 13.
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including the expected market price, the strike price (represented by the proposed

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

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

the POLR option charge?

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

“forced” to purchase an option if they can make a three year binding commitment to
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Page 12
waive their shopping rights, which would result in the Companies avoiding the

switching risks identified by witness Baker.
Would you describe your specific recommendation on this issne?

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

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

ESP

OR

b) Agree to not take service under the ESP and, in the event of a return

to POLR service, agree to waive their right to take service under the

ESP and accept market based rates.
If a customer, by election, agrees o either remain an ESP customer for the entire
three year plan term, or agrees to not take the ESP POLR generation rate during the
three year plan because the customer elects to shop, and firther agrees to take
market priced service in the event of a return to POLR service, the Companies
would not incur any of the risks identified by Mr. Baker, which is the basis for the
option based POLR charge. Customer’s electing this “waiver” should not be charge

the POLR charge.
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IV. RATE ISSUES

Have you reviewed the Companies’ proposed cost recovery methodology in the

Energy Efficiency and Peak Demand Reduction Cost Recovery Rider?

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

proposal.

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

PJM Demand Response program?

Yes. Mr. Roush discusses the Companies proposal to prohibit SSO customer
participation in these programs via a third party competitive supplier or directly as a
PJIM member. The Companies position appears to be that SSO customers should
not be permitted to participate in a wholesale PJM program, while purchasing
provider of last resort supply. If this prohibition is adopted, the Companies should
be required to offer PJM Demand Response programs to large industrial customers

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

PJM programs.

Would you briefly describe the PIM Demand Response program?

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

programs are at the wholesale level, which means that a retail customer must
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participate through a competitive supplier (such as a curtailment service provider) or

a Load Serving Entity such as AEP.

Should the Companies develop additional Demand Response programs, tied to

the PJM programs as part of their ESP?

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

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

The Companies currently offer Industrial Interruptible rates through their
IRP rate schedules. Would these schedules be affected by your

recommendation?

? As noted previously in my testimony, it is possible for an individual customer to become a member of
PIM and participate directly in the programs.
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No. These rate schedules should continue to be offered, as proposed by the
Companies. My recommendation is to expand the Demand Response programs

through the use of the PJM Demand Response options.

Does that complete your Direct Testimony?

Yes.
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Professional Qualifications
of

Stephen J. Baron

Mr. Baron graduated from the University of Florida in 1972 with a B.A. degree with high
honors in Political Science and significant coursework in Mathematics and Computer
Science. In 1974, he received a Master of Arts Degree in Economics, also from the
University of Florida. His areas of specialization were econometrics, statistics, and public
utility economics. His thesis concened the development of an econometric model to
forecast clectricity sales in the State of Florida, for which he received a grant from the Public
Utility Research Center of the University 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 viility industry in the areas

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

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

recommendations.

J. KENNEDY AND ASSOCIATES, INC,
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In December 1975, he joined the Utility Rate Consulting Davision of Ebasco Services, Inc.
as an Assoctate 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 responsibilities included the management of a
staff of consultants engaged in providing services in the areas of econometric modeling, load
and energy forecasting, production cost modeling, planning, cost-of-service analysis,

cogeneration, and load management.

He joined the public accounting firm of Coopers & Lybrand in 1982 as a Manager of the
Atlanta Office of the Utility Regulatory and Advisory Services Group. In this capacity he
was responsible for the operation and management of the Atlanta 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 January 1984, he joined the consulting firm of Kennedy and Associates as a Vice

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

During the course of my career, he has provided consulting services to more than thirty
utility, industrial, and Public Service Commission clients, including three international utility

clients.
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He 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 the November 8, 1984 issue of "Public Ulilities
Fortnightly." In February of 1984, he completed a detailed analysis entitled "Load Data
Transfer Techniques" on behalf of the Electric Power Research Institute, which published

the study.

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

specific regulatory appearances follows.
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Date  Case Jurisdict. Party Utllity Sublect
481 2038 KY Louisville Gas Louisvile Gas Cast-ofsetvice.
& Etectric Co. & Electrie Co.
481 ER8142 MO Kansas City Power Kansas City Forecasting.
& Light Co. Power & Light Co.
681 U-1933 Az Arizona Compaoration Tucson Electric Forecagting planning.
Commission Co.
284 8924 KY Airco Carbide Louisvila Gas Revenua requiremeants,
& Electric Co. cost-of-senvice, forecasting,
wealher normalization.
384 84038V AR Arkansas Electric Artansas Power Excass capacily, coctof-
Energy Consumers & Light Co. senvice, rate design.
584 8)470E1 R Florida Industrial Florida Power Allocation of fived costs,
Power Userg’ Group Com. load and capacity balance, and
reserva margin. Diversification
of utilily.
1084 84199-U AR Ackanaas Elecric Arkansas Power Cest allocation and rate design.
Energy Consumers and Light Co.
1184 R342851 PA Lehigh Valley Pennsyhvania intermuptinle rales, excess
. Power Commitiee Power & Light capacity, and phasa-in.
Co.
185 8585 ME Ao Industrial Central Maine Inkenupiible rate design.
Gases Power Co.
2/85 1840381 PA Phitagelphia Area Philage/phia Load and energy fomcast
: Industrial Energy Electric Co.
Users’ Group
3/85 9243 KY Alcan Aluminum Louisville Gas Economics of campleting jossi
Corp., et al, & Electric Co. generating unit
3i85 3498-U GA Atlomey Genaral Georgia Powsr Load and eneryy foracasting,
Co. generation planning economics.
3/85 R-842632 PA West Penn Power West Penn Power Generation planning sconomics,
Industrial Co. pridence of a pumped skorage
Intervanors tdro unit
5185 84.249 AR Arkansas Electric Arkansas Power & Cost-of-gervice, rate design
Enemyy Consumers Light Co. retum multiphiers.
5785 City of Chamber of Santa Clara Cost-of-service, rala design.
Santa Gommerce Municipal

J. KENNEDY AND ASSOCIATES, INC.
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Date  Case Jurisdict. Party Uti!iy Subject
Clara
6/85 84-768- wv West Vinginia Generation planning econormics,
E4 Industrial Power Co. prudence of a pumped storage
Intervenors hydro unit.
6/85 E-7 NG Carolina Duke Power Co. Cost-af-service, rate dasign,
Sub 391 Industrials intermuptible: rede design.
{CIGFUR I}

7185 29046 NY Industrial Orange and Cost-of-sarvice, rate design,
Enengy Users Rockiand
Assaciation Utilities

10/85  85043U AR Arkansas Gas Arila, Inc. Regulatory poiicy, gas cost-of-
Consumers senvioe, rate design.

1085 8563 ME Arco Industrial Caniral Maing Feasibiity of intenuptible
Gases Powar Co. raies, avoided cost.

2185 ER- NJ Air Products snd Jersey Central Rate design.

8507698 Chemicals Powar & Light Co.

3185 R850220 PA West Perin Power West Penn Power Co. Optimal saserve, prudence,
Industrial off-system sales guaranies plan,
ntervenors

2/88 R850220  PA Wes! Pennt Power West Penn Power Co. Optimal reserve margins,
Industrial prudencs, off-gystem sales
Intervenors guaraniee plan, '

3186 852990 AR Arkansas Electric Arkensas Power Cost-ol-service, rate design,
Energy Consumers & Light Co. revenue distribudion,

386 B85-726- OH Industrial Eleciric Ohio Power Co. Cost-of-service, rate design,

EL-AIR Consumers Group interruptible rates.
/86 86-081- wv West Virginia Monongahela Power Gengration planning aconomics,
EGI Energy Users Co. prudence of 2 pumped storage
Group hydro unit
B/86 E-7 NC Caralina Industrial Duke Power Go. Cost-of-service, e design,
Sub4(8 Energy Consumers interuplible retes.,

10586  U-17378 LA Louisiana Public Guif Staes Excess capacity, economic
Sewvice Commission Litikties analysis of purchased power.
Staff

1286 38063 IN Industrial Energy Indiana & Michigan Inlemuptible rates.

Gonsumers Power Co.

J. KENNEDY AND ASSOCIATES, INC.



Date

387

487

587

&7

5087

37

6/87

6/87

a7

887

987

10187

1087

Case

EL-86-
53001
EL-86-
57001

U-17282

87023

87-072-
E-&1

86-524-

e

36734

U-17282

851022

313U

R-850220

R-870651

1860025
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Jurlsdict. Party Utitity Subject
Federal Louisigna Public Gu¥ States Coslfbenefit analysis of uni
Enengy Service Commission Utilitiess, power sales confract.
Regulatory Staff Southem Co.
Commession
(FERC)
LA Louisiana Public Gulf States Load forecasting and imprudence
Service Commission Utifities damages, River Band Nuclear unit
Staff
Wy Airco Industrial Moncngahela Interruptible rates.
Gases Power Co.
Wy West Virginia Morongahela Analyze Mon Power's et filing
Energy Users' Power Co. and examing the reascnabloness
Group of MP's dlalms.
Wy West Virginia Monongahela Economic dispatching of
Energy Users' Group Power Co. pumped storaga hydro unit.
KY Kenluchy Incustria) Louigyille (as Analysis of impact of 1986 Tax
Energy Consumers & Electric Co. Reform Act.
GA Georgia Public Georgla Power Co. Economic prudence, eveluation
Sexvice Cormmission of Vogile nuclear unit - load
forecasting, planning.
LA Lovisiana Public Gulf States Phasa-in plan for River Bend
Service Commission Utities Nuclear unit.
Siaff
cT Connecticut Conneclicut Meihodology for refunding
Industrial Light & Power Co. rate modaration fund.
Energy Consumers
GA Georgia Public Georgia Power Co. Test year sales and ravenus
Service Commission forecast.
PA West Penn Power West Pena Power Co. Excess capacity, reliabilty
Industrial of generating system.
Intervenors
PA Duquesne Duquesne Light Co. Interruptible rate, cost-ol-
Industrial service, revenue allocation,
Intervenors rate design,
PA Pennsylvania Proposed rules for cogenenation,
Industrial avoided cost, rale recovery.
Infervenors

J. KENNEDY AND ASSOCIATES, INC.
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Date Case Jurisdict. _ Party Utility Subject
1087 E-015/ MN Tacaonite Minnesota Power Excess capacity, power and
GR-67-223 Intervenars & Light Ca. cost-0f-5eevice, rate design.
1087  8702-El FL Qocidental Chamical Floriia Powes Comp. Revenue forecasting, weather
Som, nomalization.
128 g7 CT Connectiaut Industrial Connactiout Light Excess capacity, nucker plant
Energy Consumers Power Co. phase-in
38 10064 Ky Kentucky Industrial Louisville Gas & Revenue forecast, weathar
Energy Consumerns Flectric Co. nomialization rate treatment
of cancelied plant.
288 87-183-TF AR Akansas Eleciric Arkensas Power & Standby/backup slectric rates.
Consumers Light Co.
/a8 8701710001 PA GPU Industrial Metropolitan Cogeneration deferral
Intervenors Edison Co. mechanism, modification of energy
cost recovary (ECR).
688 8701720005 PA GPU Industrial Pennsylvanig Cogeneration deferral
Intervenors Electric Co. mechanism, modiication of enengy
cost recovary (ECR).
7188 8&-TI- OH Industrial Energy Cleveland Electric/ Firancial analysis/need for
EL-AIR Consumers Taledo Edison interim rate relief.
88.170-
EL-AIR
Interim Rate Case
7id8  Appeal 1% Louisiana Public Gull States Load forecasting, imprudence
of PSC Judicial Service Commission Utilites damages.
Docket Circuit
L-17282 Court of Louisiana
11/88 R-380989  PA United States Carvegle Gas (3as cost-of-sanvice, rate
Steal design,
1188 88171 OH industrial Energy Cleveland Elecinic/ Weather normalization of
EL-AIR Consumery Toledo Edison. peak [cads, excess capacity,
86-170- General Rate Case. reguiatory policy.
EL-AIR :
488 870216/283 PA Armeo Advanced West Penn Power Co. Calculated avoided capacity,
264/286 Materials Corp., recovery of capacity payments.
Allegheny Ludum
Com.

J. KENNEDY AND ASSOCIATES, INC.
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Date  Case Jurisdict. Party Utiliy Subject
8189 8555 ™ Occidental Chemical Houston Lighting Costof-service, rate design.
Carp. & Power Co.
/g9 3840V GA Geongia Public Geonyia Power Co. Revenue foresasting, weather
Service Commission normafization.
4/89 2087 Nii Atiomey General Public Service Ca. Prudence - Palo Verde Nuclear
of New Mexico of New Mexico Unis 1, 2 and 3, load fore-
cagting.
10/89 2262 i New Mexico Indusirial Public Service Ce. Fuel adjusiment clause, off-
Energy Consumers of New Maxico syslam sales, cost-of-service,
raie design, maminal cost
11789 34728 IN Industrial Consumers Indiana Michigan Excess capacily, capacity
for Fair Ltility Rates Powar Co. equalization, jisdictional
cost akocetion, rate design,
interruptible rates.
1190 u-17282 LA Louisiana Public Gulf States Jurisdictonat cost alkacation,
Service Commissian Utfites O8M expense analysia.
Staff
5190 890366 PA GPU Induskial Metropolitan Non-utfity genesator cost
Intervenors Edison Co. recovery.
6130 RO01B03  PA Armeo Advanced West Penn Power Co. Allocation of OF demand charges
Materials Comp., in the fuel cost, cost-of-
Allegheny Lughum sorvice, rate design,
Corp.
0180 8278 MD Marytand Industrial Baitimore Gas & Gostof-service, rate design,
Grovp Electric Co. revenue allocation.
1200  U9Ms M Association of Consumers Pawer Damand-side management,
Rebuttal Businasses Advotating Co. enviranmental extemalities.
Tar¥f Equity
1200 U-17282 LA Louigtana Pubiic Guf States Revenue requirements,
Phase v Service Commission Utlibes jurisdictional allocation.
Staff
1200 90205 ME Airco Industrial Central Maing Power Investigation inta
Gases Co. interneptible service and rates,
1191 90-12-03 cT Connecticut Industrial Connecticut Light Interim rate relied, financial
Interim Eremy Consumers & Power Co. analysia, class reventse aliocation,

J. KENNEDY AND ASSOCIATES, INC.



Date Case
591 90-1203
Phasa Il
&N E-7,SUB
SUB 487
an 8341
Phasa |
&ni 91.372
EL-UNC
891 P-g1G511
P-910512
/91 91-23t
-E-NC
1051 81 -
Fhase I
10191 u-17282
Note: No testimony
was prefiled on this,
1191 U-17849
Subdocket A
12191 91410-
EL-AIR
1291 P-380266
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Expert Testimony Appearances
of
Stephen J. Baron
As of Qctober 2008
Jurisdict. Party Utility Supject
cT Connecticut Industrial Connecticut Light Revenue requirements, cost-o-
Energy Consumers & Power Co. service, rate design, demand-side
management
NC North Carolina Duke Power Co. Revenue requirements, cost
Industrial allocation, rete design, demand-
Energy Consumers side management.
MD Westvaco Com. Potomac Edison Co. Cost allocation, rate design,
1990 Clean Air Act Amendments.
OH Armco Siead Co, LP. Cincinnati Gas & Economic analysis of
Eleckic Co. cogenaretion, avoid cost rate.
PA Allagheny Ludium Corp., Waest Pann Power Co. Economic analysis of proposed
Annco Advanced CWIP Rider for 1990 Clean Ar
Matesials Ca., Act Amendments expendituras.
The West Penn Power
Indusirial Usess' Group
Wy West Virginia Energy Monangahela Power Economic analysis of proposed
Users' Group Co. CWIP Rider for 1990 Claan A
Act Amendments expenditures,
MD Waesivaca Corm. Potornas Edison Co. Economic analysts of proposad
CWIP Rider for 1990 Clean Air
Act Amendments expenditures.
LA Lovigiana Public Guilf Siates Resulls of comprehensive
Service Commission Uil management audit.
Slaff
LA Louisiana Public South Central Analysis of South Ceniral
Service Commission Ball Telaphene Co. Bell's restructuring and
Stafl and proposed menger with
Southern Bell Telephone Co.
OH Armco Sieel Co., Cincinnati Gas Rate design, interruptibie
Alr Products & & Elegiric Co. rates,
Chemicals, Inc.
PA Armco Advanced West Penn Powar Co. Evaluation of appropriate
Materlals Corp., avokled capacily costs -
Allsgheny Ludium Corp. QF projects.

J. KENNEDY AND ASSOCIATES, INC,



Date  Case Jurisdict.
1192 Co13424  PA

6/92 920219 CT

3192 2437 N

am2 RO0B22314 PA

a2 39314 iD

1002 M00920312 PA

C-007

12892 U-17Mg LA

12092 RDO922378 PA

1183 8487 MD

2/3 EGOZGR-  MN
92-1185

493 EC22 Federal
21000 Energy
ER92-808- Regulatory
000 Commission
{Rebuttal)

7183 30114 wv
EC

643 930739-EG FL

9493 M-D09 PA
30406
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Expert Testimony Appearances
of
Staphen J. Baron
As of Octobar 2008
Pa Wtility Subject
Duquesne interruptible Duquesne Light Co. Industrial interrupiible rate.,
Complainants
Connecticut Industriat _ Yankee Gas Co. Rate design.
Enengy Consumers
New Mexico Pubiic Servica Co. Cost-of-service,
Ingisirial Infervenors of New Mexico
GPU Industrial Metropolitan Edison Cost-ofservice, rate
Intervenors Ca. design, enefqy cost rate.
Industrial Consumers Indiana Michigan Cost-oi-sarvica, rate design,
for Fair Utiliy Rates Power Co. enemgy cost rete, rate reatment.
The GFU industrial Pernsyivania Cost-cl-aervice, rate design,
Intervenors Electric o energy cost rate, rate reatment
Louigiana Public South Cenfral Bell Managameni audit.
Service Commission Co.
Siaff
Armco Advanced West Penn Power Co. Cost-of-service, rate design,
Materials Co. energy cost rate, SO allowance
The WPP Industrial rate treatment.
intervenors
The Maryland Balimore Gas & Electric costol-service and
Inustrial Group Eledhric Co. rate dasign, gas rate design
{flexible reies).
North Star Stedl Co. Northem States Interruptible rates.
Praxair, Inc. Power Co.
Louisiana Public Gulf States Memer of GSU inty Entengy
Service Commission Utilities/Entergy System; impact on system
Staff agreament.
Airco Gases Monongahela Power Inferruptibie: rates.
Co.
Florida Industrial Generi; - Elsctic Cost racovery and allocation
Power Users' Sroup UtliGes of DSM costs.
Lehigh Valley Pennsylvania Power Ratemaking lreatment of
Power Committee & Light Co. off-system sales ravenues.

J. KENNEDY AND ASSOCIATES, INC,
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1193

12/43

504

7194

7194

894

9/94

9/94

/94

1094

11194
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Expert Testimony Appaarances
of
Stephen J. Baron
As of October 2008
Casa Jurisdict. Parg Utility Subject
348 KY Kentucky Industrial Generic - Gas Allocation of gas pipefina
Utiity Customers Utikities transktion costs - FERC Owder 636,
U-17735 LA Loulsiana Pubc Cajun Eleciic Muclear plant prdence,
Service Commission Power Cooperative forecasting, excess capacity.
Stafi
E-015/ MN Large Power Intarvenors Minnesata Power Cost allocation, raie design,
GR-94-001 Co. rete phese-in plan.
U-20178 LA Louisiana Pubkc Louisiana Power & Analysis of fsust cost
Service Commission Light Co. integraled resource plan arnd
demand-sida management program.
R-00%420986 PA Ameo, Inc.; West Penn Power Co. Castof-service, allocation of
West Penn Power rate increase, rate design,
Industrial Inervenors smission allowanoe sales, and
operations and maintenance expense.
940035 WY West Virginia Monongahela Power Cost-of-servics, allocafion of
E42T Energy Users Group Ca. rata increase, and rabe design.
ECH4 Federal Leuisiana Public Guif States Analysks of extended reserve
12000 Energy Service Commission Uilitos/Entergy shutdown units and vicladion of
Regulatory systom agresment by Entergy.
Commission
RO0M3  PA Lehigh Vallay Pernnsyhvanis Public Analysis of inkemuptile rate
081 Power Committes Utiiity Commission terms and conditions, availabikty.
R-00843 '
081C00MH
U-17735 LA Louksiana Public Cajun Electric Evaluation of appropriate avoited
Service Commission Power Coopersative cost rale.
U-19904 LA Loussiana Public Gulf States Revenue requirements.
Service Commission UHitties
£258.U GA Georgia Pubic Sauthem Bell Proposals to atidress competiion
Servioe Commission Telephene & In telecommumication markets.
Telegraph Co.
ECHM-7000 FERC Louisiana Public El Pasa Eleciric Merger economics, transrmission
ERO4-898-000 Service Commission and Cenfra! and equalization hold harmiess
Southwest propasals.
941430EG CO CF&l Staal, L.P. Pubiic Service Intermuplible rates,
Company of cost-ot-gervice.
Colorado

J. KENNEDY AND ASSOCIATES, INC.
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Expert Testimony Appearances
of
Stephen J. Baron
Asg of October 2003
Date  Case Jurisdict. PaH_ Utlllg Subject
4495 R-0943271 PA PP&L Industrial Peannsylvania Powor Cost-of-service, alioeation of
Customer Alliance & Light Co. rate increase, rate design,
imtesvuptible rates.
€/05 C00813424 PA Duquesne Intermuptible Duquesne Light Co. Interruptible rates.
C-00946104 Complainants
895  ERS5-112  FERC  Loiishana Publc Entergy Services, Open Accass Transmission
000 Service Commission Inc. Tarifts - Wholesale,
1095 U-21485 LA Lowisiana Pubfic Guit Stales Nuclear decommissioning,
Service Commission Utittes Company revenue requirsments,
capital structure,
10/85 ER95-1042 FERC Louisiang Public System Energy Nudear decommissioning,
000 Service Commission Resources, Inc. revenue requinaments.
095 U-21485 LA Louisiana Pubic Gulf Statss Nuclear decommissiching and
Senvice Commission Litifities Co. cost of dabit capital, capital
struciure,
11495 1940032 PA Indusirial Energy State-wide - Retail compatition issues.
Consumers of dl utiities
Pennsylvania
6 U-21496 LA Louisiana Public Central Louistana Reveriue requisment
Service Commission Eleciric Co. analysis.
7106 8725 MD Meryland Incustrial Baltimore Gas & Ratemaking issues
Groug Eke. Co., Potomac assaciaiad with a Menger.
Elec. Power Co.,
Constedlation Enargy
Co.
896 U-17735 LA Leuisiana Public Cajun Electic Revenue requirements.
Service Commission Power Cooperative
9/96 U-22002 (I Louisiana Public Entergy Guif Decommissloning, weather
Sarvice Commission States, Inc. normalization, capital
structure.
297 R-O73877 PA Philadelphia Area PECO Enemy Co. Competitive restructuring
Industricd Energy policy issues, stranded cost,
Users Group transition chames.
647 Civil US Bank- Loulsiana Pubtic Cajun Eleciric Confirmation of reorganization
Action ruptcy Sarvice Commission Power Cooperative plan; analysis of rate palhs
No. Court produced by competing plans.
9411474 Middie Districd
of Louisiana

J. KENNEDY AND ASSOCIATES, INC,
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Date  Case Jurisdict. _Pm Utit Subject
8197 R973953 PA Philadeiphia Area PECO Energy Co. Retail compedition issues, rate
industrial Ensngy unburdiing, stranded cost
Users Group analysle.
B9 ar38 MD Maryland Industral Generic Retall compatiion lssues
Group
797 RO PA PP&L Industrial Pennsylvania Power Retall compeition issues, rate
Customer Alliance & Light Ca. unbundiing, stranded oot analysis.
W97 97204 KY Alcan Ahuminwim Corp. Big River Analysis of oost of servica issues
Southwire Co. Electie Corp. - Big Rivers Restructuring Plan
1097  RO74008 PA Metropoiitan Edison Metropolitar Edison Retail corpefition issuss, rate
Indusirial Users Co. unbundlng, stranded cast analysis.
10/97  RO74000 PA Pennsylvania Electric Pennsyhvania Retall compegition issues, rate
Incdusrial Gustomer Electric Co. unbundiing, stranded cost analysis.
M9 U249 LA Louisiana Public Entergy Gulf Decommissioning, weather
Service Commissian States, Inc. nommalization, capital
structure.
11197 P971266 PA Philadelphia Area Enron Encrgy Anglysis of Retail
Industrial Enargy Sexvices Powar, Inc/ Restructuring Proposal,
Users Group PECO Energy
1267 RO73081 PA Wes! Pern Power West Periy Reta competiton Issues, rae
Industrial Intarvenors Power Ca. unbundiing, stranded cost
analysis,
1297 RET44 PA Duqussne industrial Duguesne Retail competition issues, rate
Imervenors Light Co. unbundling, stranded cost
analysis.
KTk 1-22092 LA Louisiana Public Gulf States Retal competition, sranded
(Alacated Stranded Senvice Commission LHilitiess Co. cost quantification:.
Cost Issues) .
398 U-22002 Loulsiana Pubiic Gulf Siates Stranded cost quaniiication,
Senvice Commission Utilities, Inc. resbucturing tssues.
998 U-17735 Louisiana Public Cajun Electric Revenue requirements analysis,
Service Commission Power Cooperative, weather nomnelization.
Ing.
1298 & MD Marand [ndustrial Baftimere Gas Efectric uifily resiruciuring,
Group and and Electric Co. stranded cost recovery, rake

J. KENNEDY AND ASSOCIATES, INC.
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Date  Case Jurlsdict. Pa_rl_:y Utility Subject
Miflennlum Incrganic unbundting.
Chenvicais Inc.
1288 U-23358 LA Louisiana Public Entergy Gulf Nuclear decommissioning, weather
Bervice Commisgion States, Inc. nommelzzfion, Entergy System
Agreement.
599  EC9- FERC  Lousiana Public American Bleciric Werger isues relaled I
{Cross- 40-000 Service Commission Power Co. & Central markel power miligation proposals.
Answering Testimony} South West Com.
599 93426 KY Kentucky Indusirial Louisvile Gas Performance based regulation,
(Response Uity Customers, Ine. & Electric Co. seitiement proposal issues,
Testimony} cross-subsidies between electric.
gas serviees,
699 930452 wv West Virginia Energy Appalachian Power, Eleciic uliity restruchuring,
Users Group Manongahela Power, siranded cost recavery, rate
& Potomac Edison unbundiing.
Companies
7/99 880335  CT Connacticut Industrial United Rluminating Eleciric ulifly restructuring,
\Energy Consumers Company stranded cost recovery, rale
unbundling.
7198 Adversary UG Louistena Pubic Cajun Electric Motion to dissoive
Proceeding Bankruptey  Servica Commission Power Cooperative prefiminary injunction.
No. 93-1065 Court
7198 99-03-08 CT Connecticut Industrial Connecticut Light Eleckric utifity restructuring,
Enengy Consumers & Power Co. stranded cost recovery, rate
unbundling.
1009 U-24182 LA Louisiana Public Entargy Gulf Nuclear decommissioning, weather
Service Commission States, Inc. nomakzation, Entergy System
Agreement.
1209 UAT7% LA Louisiana Public Cajun Eleciric Anantysi of Proposad
Senvice Commission Power Cooperative, Contract Rales, Market Ralas.
Inc.
0300 U775 LA Louisiana Public Cajun Electric Evalualion of Cooperative
Service Conmission Power Cooperative, Power Contract Elections
Inc.
0300  99-1658- OH AK Stesl Corporation Cincinnati Gas & Elecric utility restruchuing,
EL-ETP Electric Co. stranded cost recovary, rate
Linbundling.
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Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Date Case Jurisdict. Party u_t_iliy Subject
0800 980452  WVA West Viginia Appalachian Power Co. Electric utity restruchuring
EGI Energy Users Group American Electric Co. rate unburdiing.
0800 001050  WVA West Virginia Mon Power Co. Elactric uility restructuring
ET Energy Usears Group Potomac Edisan Co. rate unbundling.
00-1051-E-T
10100 S0OAH 473- T® The Dallas-Fort Warth TAU, Ing. Electi utility restrochuring
00-1020 Hospital Council and rate unbundiing.
PUC 2234 The Coalttion of
Independent Colleges
And Universities
1200 U-24993 LA Loulsiana Pubic Ertergy Guif Nuclear decommissioning,
Service Commission Siales, Inc. TEVEIE TequirBments.
1200 ELOOBS- LA Louisiana Public Entergy Services Inc. Inter-Campany System
Q00 & EROC-2854 Service Commission Agreement. Modificeions for
EL85-33-002 relail compefition, inferruptible load.
0401 U-21453, LA Louistana Public Entergy Guif Jurisdictional Business Separation -
U-20925, Service Cormmission States, Inc. Texas Resinucturing Plan
U-22092
{Subdocket B)
Addressing Confested Issues
1001 140000 GA Georgia Public Georgia Power Co. Test year revenue forecast.
Senvica Commission
Advessary Staff
1111 U-25687 LA Louisiana Public Entergy Gulf Nuclear decommissioning requirements
Service Commission States, Inc. ransmission revenyues.
111 U-25965 LA Lauisiana Public Genenic Independent Transmission Company
Service Commission . {“Transco™), RTO rate design,
0302  001148-El FL South Florida Hospital Florida Power & Retail cost of service, rate
and Healthcare Assoc. Light Company desiqn, resource planning and
temand side management.
06102  U-25965 LA Louisiana Public Entergy Gulf States RTO tssues
Service Commission Entergy Loulslana
0702 U-#1453 LA Louisiana Public SWEPCO, AEP Jurizdiconal Business Segy, -
Service Commission Texas Restucturing Plan.
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Date  Case Jurisdict. Party Wility Subject
0802 125888 LA Louisiana Public Entergy Louisiana, Inc. Modifications fo the Inter-
Service Commission Enlergy Gulf States, Inc. Company Systam Agreement,
Production Cost Equalizasion.
o0&z ELOM- FERC Louisiana Pubiic Entergy Services Inc. Modkfications to the Infer-
88-000 Service Commission and the Entergy Company System Agreement,
Operating Companies Production Cost Equelization,
1102 025-3156G CO CF&l Stect & Climax Public Senvice Co. of Fudl Adiustment Clause
Molybdenum Co. Colorado
01/03 U-17735 LA Leuisiana Public Louisiana Coaps Contract Issues
Service Commission
0203  025-594E CO Cripple Creck and Adquila, Inc. Revenue requirements,
Victar Gold Mining Co. purchased power.
04003 U-2857 LA Louisiana Public Entergy Gul States, Inc. Weather nommalization, power
Service Commission purchase expenses, Sysiem
Agrseman expenses.
11703 ER03-753-000 FERC Loisiana Public Entengy Setvices, inc. Proposed maodifications [
Service Commission and the Entergy Cperating System Agreement Tasiff MSS-4.
Seaff Companies
1103 ER03-583-000 FERC Louisiana Public Entergy Services, inc., Evaluation of Wholesale Purchased
ER03-583-001 Service Commission the Erttergy Qperating Power Contracts.
ER03-583.002 Companias, EWQ Market-
Ing, L.P, and Enlergy
ER03-631-000, Power, Inc.
ER03-681-001
ER03-682-000,
ER03-682-001
ER03-682.002
12003 U213 LA Louisiana Public Entergy Louisiana, Inc. Evaluation of Wholesals Purchased
Service Commission Power Contracts.
04 E01345  AZKrogerCompany  Arizona Public Senice Co.  Revenue aliocation rete design.
03-0437
0204 00032071 PA Duquesne Industrial Duquesné Light Company ~ Provider of last resart issues.
Intervencrs
0304  03A436E CO CF& Stesl, LP and Pubdic Service Campany Purchasad Powar Adjustment Clause.
Climax Molybadenum of Colorado
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Date  Case Jurisdict. Party Utility Sub'|ect
044 200300433 KY Kentucky Industrial Utiity Louisville Gas & Eleciric Co.  Cost of Service Rale Design
200300434 Customers, Inc, Keniucky Utilities Co.
0604 (38539 CO Cripple Creek, Victor Gokd Aquia, inc. Cost of Service, Rate Dasign
Mining Co., Goodrich Corp., Intsmuptinle Rates
Holsim {U.S..}, Inc., and
The Trane Co.
0604  R00049255 PA PP&L Indusirial Cusiomer PPL Electric Utilities Corp. Cost of service, rate design,
Alliance PPLICA tariff issues and ransmission
senvice charge,
10104  04S164E  CO CF84 Steel Company, Climax Public Sesvice Company Costof service, rate: design,
Mines of Colorado Intermuptible Rates.
0305  CaseNo. KY Kentucky Industrial Kentucky Utilities Envimnmental cost recovery.
2004-00426 Litility Customers, Inc. Louisville Gas & Electric Co.
Case No.
200400421
06105  050045E1 FL South Florida Hospitad Florida Power & Retail cost of servica, rats
and Healthcare Assoc, Light Company design
07H05  U-28155 LA Lousiana Public Entergy Louisiana, Inc. Independent Goordinator of
Service Commissicn Staff Entergy Guk Stales, Inc. Transmission - CostBenefit
08/058 CaseNos. WVA Wesl Virginia Energy Mon Power Go. Environmental cost recovery,
05-0402-E-CN Users Group Potomex: Edison Co. Securitization, Financing Order
08-0750-E-PC
0108 200500341 KY Kentucky Industrial Kentucky Power Compary  Cost of service, raite design,
Uity Custormers, Inc. transmigsion expenses. Congestion
Cost Recovery Mechanism
0306  U-22092 LA Louisiana Public Service Erdergy Gulf States, Inc. Saparation of EGSI into Texas and
Cornmission Sialf Loutslana Companies.
D4d  uU-25118 LA Louksiana Public Service Entergy Louisiana, inc. Transmission Prudence Investigation
Commiagion Stalf
06/06  R-00051346 PA Duquesne Industrial Cuquesne Light Co. Cost of Service, Rake Design, Transmission
CO0M-0005 Intervencrs & IECPA Servics Charge, Tariff 1ssues
0606  R-D0061166 Met-Ed Industrial Energy Metropolitan Edison Co. Generation Rate Cap, Transmission Service
R-00061267 Users Group and Penglec Pennsylvania Electric Co. Charge, Cost of Service, Rate Desigr, Tariff
P-00062213 industrial Customer Issues
P-00062214 Alliance
07106 u-22082 LA Lousiana Public Service Entergy Guli States, Inc. Separation of EGSI into Texas and
Sub-J Comnission Staft Louisiana Companies.

J. KENNEDY AND ASSOCIATES, INC.



Exhibit _(SJB-1)

Page 18 of 19
Expert Testimony Appearances
of
Stephen J. Baron
As of October 2008
Date  Case Jurisdict. Party LUHility Subject
0706  CaseNo. KY Kentucky Industrial Kentucky Urlities Environmantal cost reoovery.
2008-00130 Utiity Customers, Inc. Louigvlle Gas & Fleciric Go,
Case No.
2006-00129
08/05 CaseNo. VA Od Dominion Commitiee Appalachian Power Co. Cost Allocation, Allocation of Revenue incr,
PUE-2006-00055 For Fair Utilily Rales Off-Systern Sales mangin rate frealment
11106 Dag. Mo, CT Connecticut Industrial Comecticut Light § Power Rate unbuncing issues.
97-01-15REQ2 Energy Consumers United lluminating
o017 CaseNo. WV West Virginia Ensrgy Mon Powear Co. Ratzil Cost of Service
06-0980-E-42T Users Group Potomac Edison Co. Revenue apportionment
07 U-20784 LA Louisiana Public Service Entergy Gulf States, Inc. Implementation of FERC Decision
Commission Staff Entergy Louisiana, LLC Jurisdictional & Rate Class Allocalion
0507  CasaNo. OH Chio Energy Group Chio Power, Coumbus Environmantal Surcharge Rate Desian
07-53-EL-UNC Southem Power
0507  R-00049255 PA PP&. Industrial Customer PPL Electric: Utillies Corp. Cost of service, rale design,
Remand Aliance PPLICA Lariff issues and ansmission
sefvice charge.
08f7 R-00072155 PA PPAL Industrial Cusiomer PPL Elgotric Udlities Com. Cost of servioe, rate design,
Alliance PPLICA taniff issues.
o7y Doc.No. CO Gateway Canyons LLC Grand Valley Power Coop. Distribution Line Cost Allocation
07F-D37E
097 Doc. No. Wl Wisconsin Industrial Wisconsin Electric Power Co.  Cost of Service, rate dasign, tariff
05-UR-103 Energy Group, inc. Issues, interuplible roles.
11407 ERG7.682-000 FERC Louigiana Public Entergy Sarvices, Inc. Proposed modifications to
Service Commission and the Entengy Operating System Agreement Schadule MSS-3.
Staff Comparies Cost functionalization issues.
108 Doc. Na. Wy Cimarex Engrgy Campany Rocky Mauntain Power Vintage Pricing, Marginal Cost Pricing
20000-277-2R-07 {PaciiCorp) Projected Test Yeer
1108 CaseNo. OH Ohia Energy Group Chio Edison, Toleda Edison~ Class Cost of Sevvice, Rate Restructuring,
07-551 Cleveland Elactric lluminating  Apportionment of Revenue Increase o
Rate Schedules
g ERQ7-956 FERC Louisiana Public Entergy Services, Inc. Entergy's Compliance Filing
Servica Commission and tha Entergy Oparating Systam Agresmant Bandwidth
Stalf Companies Caloulations,
2108 DochNo.  Pa West Penn Pawer West Penn Power Co. Dafault Servioe Plan issues,
P-00072342 Industrial Intervenors
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Date  Case Jurisdict. Party Utility Subject

308 Doc Mo,  AZ Kroger Company Tuxson Electnc Power Co. Cost of Sarvioe, Rats Deslgn
E-01933A-05-0650

0508 080278  WVA West Virginia Appalactian Power Co. Expanded Met Energy Cost 'ENEC”
EGI Enengy Users Graup Amefican Electric Co. Analysis.

6108 CasaNo. OH Ohio Energy Group Ohig Edison, Toledo Edison Recovery of Dafermed Fuel Cost
08-124-EL-ATA Cleveland Electric Numinating

7/08 DocketNo.  UT Kroger Company Rocky Mauntain Power Co. Cost of Service, Rate Design
07-035.93

08/08 Doc. No. Wl Wisconsin Industrial Wisconsin Power Cost of Service, rate design, farff
5690-UIR-119 Energy Group, Inc. and Light Co. fasues, Intaruptitia rates.

00108 Coc. No, Wl Wisconsin Industrial Wisconsin Public Cost of Service, rate design, tariff
5690-UR-119 Energy Group, Inc. Senvice Co. Issues, Infemupibla rales.

1908 Case No, OH Ohio Enexgy Group Chio Edison, Toledo Edison  Provider of Last Resort Competilive
08-936-EL-880 Cleveland Electric lluminating  Solicitation

09/08 Case No. OH Ohéo Energy Group Ohio Edison, Toledo Edison ~ Provider of Last Resort Rele
08-935-EL-350 Cleveland Electic luminating  Plan
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