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Anthony J, Yankel

Page 2 Page 5 |
1 APPEARANCES: 1  bit of telephana, very little. I testify here in
2 Faruki, Ireland 8 ch,kP.L.L. 2 Ohio, out west, work mostly for consumer offices,
3 ?50”&5%?53'5235, w 3 occaslonally wark for industrial customers, schools,
10 North Ludlow Street 4 do a lot of wark for farming customers.
4 Dayten, Ohlo 45402 5 Q. Okay. How many times have you testified
5 On behalf of the Applicant. &  before for OCC?
6 gﬂ?i&:ﬂﬁﬁ:gﬁ?ﬁfr 7 A, 1don't know. [ would venture I've filed
? By Ms, Jacqueline L, Roberts 8 testimony in 30 to 40 cases.
and Mr, Chris Allweln 9 Q. Okay, And I believe you filed testimany
8 10 West Broad Street, Suite 1800 10 in a number of ESP cases?
g Columbus, Ohio 43313 11 A, Tie most recent round of cases, yes, [
Cn behalf of the Residential Consumers of 12 helieve, would have been the aquivalent to faur.
10 The Dayton Pewer and Light, 13 Q. And in terms of your prior testimony on
;; T 14  hehalf of QCC, can you describa generahy the nature
11 15 of the matters you have offered testimony for?
14 16 A. Probably easier tc do what 1 have not
15 17 done which would be I don't do rate of return,
:? 18 although I do seme accourting, not generally an
18 19 accounting-type witness, there may be ane or two
19 20 isolated issues, but I have done forecasting a long
20 21 time ago. Rate design primarily -- is primarily what
5% 22 I have done for the OCC.
23 23 Q. And when you say you have done rate
24 24 design, what does that mean?
Page 3 Page &
1 Monday Afternoon Session, 1 A, Generally would includa two things, one
2 February 2, 2009. 2 would be cost of service, reviewing cost of service
3 - 3  studies, how costs are assigned to customers --
4 STIPULATIONS 4 excuse me, to customer groups and then rate design
5 1t is stipulated by and ameng counsel for the 5 itself which would be the design of the tariff rate
b respective parties that the deposition of Anthony J. 6  as to how rates woukl be collected from individual
7 Yankel, a witness called by the Applicant undar the 7 customers.
8 applicable Rules of Civil Procedure, may be reduced 8 . Okay. Regarding the assignment of
9 to writing in stenotypy by the Notary, whose notes 9 particular costs to retail customers or to other
10 thereafter may be transcribed out of the presence of 10 entitles, can you describe In more detail what work
L1  the witness; and that proof of the official character 11 you have done for QCC in that area?
12 and qualification of the Notary is waived. i2 A, T've done -- T am assuining I have done
3 --- 13  some jurlsdictional work, and when I say 1 assume, 1
14 14 can't think of any case where I have had to do that,
15 15 I do that elsewhere, but the QCC probably not too
16 16 much just because there aren't a lot of
17 17 nonjurisdictional Issues. There are
18 18 nonjurisdictional issues. There are usually not that
19 19 many. And then I Iook at rate design either cn the
20 20 gas slde or electric side, looking at cost of service
21 21 studies, looking at demand allocation factors, usage,
22 22 energy allocaticn factors, customer costs allocation
23 23 factors, going through the uniform systern of accounts
24 24 trying to determine who should pay what portion of
Page 4 Page 7
1 ANTHONY 1. YANKEL 1 each one of those.
2 being by me first duly sworn, as hereinafter 2 Q. Okay. Canyou identify any specific
3 certified, deposes and says as follows: 3 cases in Ohio in which you have testified regarding
4 EXAMINATION 4 allocation of costs amang customer groups of a
5 By Mr. Sharkey: 5 utility?
[ Q. Mr. Yankel, as you know, my name Is leff 6 A. I can't specifically remember, but [
7 Sharkey, and I represent the Dayton Power and Light 7 think in some of the ESP cases T have done a little
8 Company in this matter. To begin with can you please 8 Dit of thal, but prior to that the most recent case 1
9 state your full legal name for the record. 9 was involved in which would have been the Duke gas
0 A, Anthony John Yankel, Y-A-N-K-E-L. 10 case of about a year ago. 1 certainly did that,
1t Q. 1assume you ftave been deposed before, 11 Prior ko that 1 have not worked far the OCC 1 am
12 Mr. Yankel? 12 going to guess for eight years.
13 A, Yes, ] have. 13 Q. Ckay,
14 Q. So you know the drill, 14 A, So there is a large gap there bug there
15 A Yes, I do. 15 were certainly -- FirstEnergy, may have been called
16 Q. Okay. You currently operate your own 16 Clnergy at the time, I get the name changes confused,
17 business called Yanke! & Associates? 17 but the people didn't too much, cases that I have
18 A, Yes. 18 been involved in, probably the last AEF case which I
19 Q. And you have done that since about 19807 18 think may have been ‘92, '34 time frame. A lot of
20 A, Yes. 20 Columbia Gas cases, there are a series of Columbia
21 Q. And can you describe generally the nature 21 Gas cases which I was invalved up until they kind of
22 of Yankel & Associates' business. 22 stopped doing Columbia Gas cases so.
23 A. Generally deal with electric and gas, 23 Q. And ali of those cases addressed
24 natural gas, regulatory issues, in the past a little 24 allocation of costs to retail customers?
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Page 8 Page 11
1 A, Yes, 1 it seemed like there was some from the industrial
2 Q. And you specifically did. 2 consumers' requests, from the industrial consumers*
3 A, Yas, 3 responses, all of the company.,
L] Q. And I belizve you may have mentioned you 4 Q. Okay, Do you remember any specific ones
5 did work on that topic outside of Ohio, 5  that you reviewed? Iam not asking by number but by
6 A Yes, 6 topic.
7 Q. Can you explain to me instances In which 7 A. Actually I know number a little bit
8  you have done that? 8  better, but it seemed like in the late 200 series for
9 A. Same work out in Idaho, T do that for 9 the OCC. It was the area that I seented to look at
10 farming customers. That's on the electric side. On 10 the most.
11 the -~ also in Utah for the Consumers' Counsel in 11 Q. Okay.
12 Utah. I doit on the electric side and on the gas 12 A, Don't ask me why T remember the number
13 side. 1 have done that again slightiy different on 13 versus but it sort of had to do with the topic too.
14  the gas side sometimes just because It's -- as 14 Q. Do you remember what the fopic was of
15  opposed to a categary meaning residential versus 15 those?
16  commercial or something of that nature. There is 16 A.  Stuff deallng with my issues and I think .
17 usually like a small gas user which would include 17 they were questicns [ may have sent in. :
18 residential/commercial as one but still looking at 18 Q. Okay. Anything else?
19 different rate schedules in deoing allocation between 19 A, Not that 1 can think of at this time. ’
20 rate schedules. 20 Q. Qkay, You understznd that DP&L Witness
21 (. Okay. What did you review to prepare 21 Marrinan proposes that DP&L be permitted to defer
22 your testimony in this matter? 22 fuel, fuel-related, and purchased power costs that
23 A, To one degree or another I read the 23  are identified in seven FERC accounts?
24 entire filing of the company. Obviously same stuff I 24 A. Generally speaking, yes.
Page 9 Page 12
1 cead a little quicker than others. I probably read 1 Q. And an your testimeny page 4, line 10 -- )
2 everyone's testimony in both what wes called Book I 2 actually it starts on the prier page.
3 and Book II and Book III, The exhibits again was 3 A, Okay.
4 probably a little more hit and miss as far as what 1 4 Q. Where you are qucting DF&L Witness
5 had done so that's a pile about & inches thick. 5 Marrinan and then after the end of the quote, you say
6 Reviewed just same other things hit and miss and when 6 you agree with the premise as outlined, Just make
7 I say hit and miss, I can't think of exactly what 7 sure I understand.
8 they are. Iknow I certainly reviewed some stuff 8 A, Yes.
9 from AEP that I brought in in the AEP case I was i Q. ['want to make sure 1 understand what you
10 involved in but primarily the company’s filing. 10 are agreeing to there. Is it fair to say you agree
11 Did you review any prior stipulations 11 that if a deferral is granted, those are the costs
12 that the company had entered? 12 that should -- cost category, the deferval should be
13 4. Unless they were contained in the filing 13 granted?
14 I don't recall. 14 A. No. Iam just saying the general premise
15 Q. Do you recall reviewing any PUCQ orders 15  that these costs are generally related to fuel and
16 from past company cases? 16 assuming that these costs are allowed by the
7 A. Yes, And [ can't say specifically but 17 Commission, to me they are generally fuel related.
18 they were in the last several years during the -- 18 Q. Ckay.
19 probably around something from 2000 on. I can't say 19 A. You know, I am nok saying one way or the
20 every order that came out but there were certain ones 20 other on the merits, I am just saying they could be
21 1did review. 21 contributed on a kilowatt-hour basis to these
22 Q. Okay. 22 customers, and purchased power costs, again, could
23 A. It was more iike I was led back to them 23 fitin under that category. And that looking at that
24 reading the file. 1was led hack to certain areas 24 category in total and try to do soma kind of econamic
Page 10 Page 13
1 that I wanted to look into. 1 dispatch on that category, at least that's my
2 Q. OQkay, Did you review any of the 2 understanding what she was doing. My understanding
3 testimeny of any of OCC's other witnesses? 3 is she was not personally -- my understanding is that
4 A, Yes, Iread some draft testimony, 1 4 she was not recommending those seven FERC accounts.
5  didn't read the final tastimony. 5 1thought that was another witness that was doing
6 ¢ What draft testimony do you recall 6 that, and 1 wasn't addressing the other withesses. 1
7 reading? 7 was more addressing her picking up from assuming that
8 A, ldon't recall. I don't recall whose it 8  this was moved forward, here is what we are going to
9  wes 9 do with them, this is how we are going to allocate
10 Q. Okay. Do you recall the subject matters 10 those,
1t it was on? 11 Q. Okay. [ understand the basic point of
12 A, It had to do with as I recall purchased 12 your testimony to be that in calculating costs to be
13 power costs andfor fuel costs. And basically T was 13 assigned to DP&L retail customers the Commission
14 just looking to see If it was consistent with what [ 14 should assign higher costs to nonjurisdictional
15  had. 15 opportunity sales and DPLER sales is a basic
16 Q. Might that have been Dr. Dan Duann's 16  description; is that correct?
17 testimony? i7 A, The category -- let me just rephrase it
18 A. Tjust don't recall. I just don't I8 my way. The categorles of opportunity sales and
19 recall. 19  sales to its affiliate DPRL -- DPL Energy Resources
20 €. Okay. And anything else that you can 20 should receive the higher cost resources and lower
21 recall that you reviewed? 21 cost resources should then be assigned ta the what 1
22 A, Data responses. 22 waould call the more retail customers, the standard
23 Q. From the Dayton Powes and Light Company? 23 senvice offer customers.
24 A. Yes, And those were both for the OCC and 24 Q. Okay. I'want to focus on the comparison
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Page 14 Page 17
1 bebween DP&L retail customers and the DPLER 1 and the generating resources. There are just comman
2 transactions. Can you tell me why it Is that you 2 costs and whatnot so these are constantiy allocated
3 believe [ower cost resgurces sheuld be assigned to 3 and again that was done -- [ don't think there s a
4 the OP&L retail custemers? 4 whole lot of difference bebween now and what It was
5 A. A couple of reasons, why histarically 5 10, 15 years ago as far as the general procedures go,
6 it's been done that way, since the beginning of B Q. Is your question [s it limited to
7 utilitles as far as I'm concerned. And the ather is 7  allocatfon of costs between EDU affiliates? Because
8 that ER, DPLER, is not a regulated entity and that 8  you mentioned distribution of costs between EDUY
9 should get the same treatment as cther -~ I misspoke. 9 affillates. If you have efectric distributian to
10 It's a nonjurisdictional entity, and it shoutd get 10 effiliates and you do allocated cosks but what I am
11 the same treatment as other nonjurisdictional 11 trying to figure out if you were also touching upan
12 entities such as the opportunity sales, 12 an instance where an EDU had a non-EDU) affiliate and
13 Q. Does that complete your answer, those two 13 costs were calculated between those two,
14 reasons? 14 A. The EDU itself would have an affiliate or
1% A, Yes, 15 just--
16 Q. Okay. You said historically it was done 16 Q. Let's just strike the whole question,
17 that way. Do you know why it was historically -- 17 Maybe 1 will go at this a different way. [t has been
18 first, let me start back. 18  common historically for EDUs to have affiliated
13 You would agree that there has been a 19 buslnesses who may be involved in nonutility
20 separation of transmissicn and distribution asset, 20 businesses, correct?
21 the electric distribution utility from the 21 A. [ just have 2 little problem with the way
22 competitive generation supplier’s business of utility 22 vou said the EDU has -- has businesses. [ mean,
23 only starting in 2000 in Ohio? 23 there are afflliates of ECUs, yes.
24 A Yes, 24 Q. Okay. And those -- those businesses, for
Page 15 Page 18
1 Q. Okay. So any such allocations would not 1 example, may share a2 cammon corporate headquarters.
2 have been made bafore 2000, correct? 2 A, Yes.
3 A, T'm not sure what you mean by that and 3 Q. Okay. There may be other costs -- strike
4 Jet me just clarify at least what I thought T was 4  that
5 hearing. There wouldn't have been any "allocations” 5 Are there besides the corporate
6 because that wouldn't have existed, That part is 6 headquarters' costs that the business would incur
7 Frue because those energy -- that separation would 7 that would support both the EDU and any non-EDL
8 not have existed but prior to that time, prior to 8 affiliates?
9 2000, there certalnly was treatments like that ever 9 A. Depending on what you want to call
10 since 1 have been in the business of 10 corporate costs but 1 think there is more than
i1 jurisdictional/fnonjurisdictional sales. 11 "corporate center," There are certain costs, the
i2 There have been opportunity sales always 12 costof paper, the cost -- 1 mean, literally
13 in the electric utility industry, and those sales 13 materials and supplies, there is the cost of maybe --
14 have always been treated as benefits to the retall 14 I have nat looked In this too much but the cost of
15  customers given the fact that it's a utility. It's 15 money, the cost of money for, you know, going out and
16 operating far the purpose of the customers. And, 16 borrowing, you know, for essentially for the entire
17 therefore, any excess sales that can be made would 17 company but, you know, who pays for i, how much,
18  not be made at a price that would cause the customers 18  that type of thing so there are more costs in what I
19 to incur more costs. They would only be made to the 19 would consider just headquarters' cost is really what
20 benefit of the customers who are supposed to be 20 I am trying to say.
21 served by that plan, 21 Q. Okay. Amongst -- let's talk about
22 Q. You referred to the historical practice 22 headguarters' costs and 1 am including not just the
23 even before 2000. And I understand that there were 23 building but the people who support,
24 sales and have long been sales by utilities that were 24 A. Right.
Page 16 Page 19 |-
1 what Ms. Marrinan describes as nonjurlsdictional 1 Q. How have those costs traditionally been :
2 opportunity sales meaning sales to unaffiliated 2 allocated?
3 entities in the market, correct? 3 A. There has been arguments a number of
4 A, Correct, 1 was just having a little 4 different ways and different commissions seem to do
5 problem with your affiliated versus nonaffiliated. 5 things differently, Therg is an attempt by most
b Yes, certainly to nonjurisdictional entities there 5 people to at least try to define more of 3 generation
7 has been sales for, again, as long as [ can remember 7 function/distribution function if they can within
8 from lang before that. 8  those people, if they can. Oftentimes if it's more
g Q. Are you familiar with any historical case g distribution related, if they can do that, there's 3
10 process that allocated these -- strike these. Strike 10 push to either do it on number of customers in the
11 the whale question. 11 given jurisdiction or In general & lot of that Is
12 Are you Familiar with any historical case 12 done by rate base, just overall amount of dollars
13 pracess that allocated costs among an electric 13 associated with the given entity where if, for
14 distribution utility and its affiliates? 14 example, one jurisdiction had $100 million worth of
15 A. There certainly are procedures which I am 15  rate base and another one had 2 million, the ratio
16 familiar with where they do that. They do it today. 16 would probably be 2 percent to 98 percent, that type
17 1mean, they do it today and they did it prior to 17 of thing.
18 2000 and at least where 1 am thinking things like, 18 Q. Okay. 1wantto focus on an instance not
19 for example, AEP which straddles multiple 19  where you are allocating between jurisdictions in
20 jurisdictions there is certainly, you know, 20  separate states or even among two EDUs like AEP may
21 distribution costs that are belonging to the Ohio 21 have that are in the same state but more in a
22 area. Butthere is alsa costs that are allocated 22 situation where you are allocating costs between an
23 between, you %now, the Qhio jurisdiction, other 23 EDLU -- those corporate costs between an EDU and an
24 jurisdictions between the Chio distribution company 24 afiliated business that was not an EDU, For

) 4'(P'ages 14 to 19)

Armstrong & Okey, Inc, Columbus, Ohio 614-224-9481



Anthony 1. Yankel

Page 20 Pzge 23
1 example, the Dayton Power and Light Company has an 1 mentioned that might support an EDU and a
2 affiliate that does strest lighting. It has another 2 nonregulated affillate weare the cost of capital
3 affillate as do other, T know, Ohio utilities, How 3 costs. How are those costs typically allocated
4 historically have costs been allocated betwean an EDU 4 between the EDU &nd the nonrequlated affillate?
5 and non-ECU affiliates? 5 A. 1can't give you precise examples since [
6 A, At the corporgte level basically in the 6 don't do rate of return, but my understanding is fram
7 corporate building, for example? 7 sltting In the hearing room a lot is that where there
8 0. 1am talking about the corporate costs 8 is a guestion where the capital structure is based
9 that we have talked about. 9 upon the overall corporate umbrella that there will
10 A. The corporate costs, again, it seems very 10 be proxies developed for what the capital structure
11 varied and given the utility will make a proposal on 11 should be for the utility in isolation, looking again
12 something lie that because, again, it varies from 12 atthe utilities in isolation, and trying to get sort
13 utility ta utility as to what other affiliates are 13 of comparables. I don't know of any time when those
14  oqut there so, therefore, it is highly dependent upon 14 would have been any less favorable than the overall
15  where the utility starts and then the Commission, 15  capital structure that was there, cbviously always
16 other intervenor parties will comment on that or 16 more favorable to the regulated customers than the
17 think it's generally reasonable, not necessarily 17  capltal structure that the utility had.
18 saying that, for example, total labor costs that are 18 Q. You are not familiar with any principle
19  done elsewhere, you know, measure versus rate base 19  that allocates to the nonrequlated affiliate the more
20 costs versus some other types of costs may not be 20  expensive capltal first reserving to the EDU the less
21 wused, But ultimately it is a question of do people 21 expensive capital only?
22 feel like the allocation is reasonable, for example, 22 A. I can't give you a specific example but
23 if I was to propose -- If the company was to propose 23 what [ think I just said was essentially that the
24 & 98/2 percent split on a particular ltem, they may 24 unregulated utility -- unregulated entity is always
Page 21 Page 24
I propose that on the basis of s [ was suggesting rate 1 assigned a higher cost of capital, overall cost of
2 base. Imay not agree with rate base allocation hut 2 capital,
3 still feel the 98/2 percent is appropriate for 3 Q. Well, let me ask you you would agree with
4 whatever reason. And, therefore, this usually gets 4 me, wouldn't you, that equity is ordirarily 3 more
S approved by the Commission assuming that there are no 5 expensive source of capital than debt?
6 major objections and the Commission itself feels 6 A. Yes,
7 generally speaking that seems like about the right 7 Q. Okay. And you would agree with me that
8 ratio. 8 in assigning the costs of equity and the costs of
9 Corporate costs are much more difficult 9 debt of the averall business, the EBU would get its
10 to allacate. They are not as stralghtforward as 10 fair share, however that was determlined of both, and
11 normal costs of service-type things where you could 11 it would not be aliocated so that the EDU gets
12 go out and measure peak demands of customers, energy 12 assigned all of the debt first and only equity
13 demands of customers and whatnot, and divide things 13 second?
14 up very cleanly, Corporate costs are again a very 14 A, What usually happens Is something similar
15 common cost. 1t's hard to say what one person is 15  to that and what usually happens Is that the EDU wilt
16  doing, you know, all week fong versus another person 16 be assigned a percentage of debt and percentage of
17 wha they are working for. 17 equity and the equity -- the debt assigned would tend
18 Q. Okay. Are you aware of any instance in 18  to be higher percentagewise, and the equity assigned
19 which corporate costs are allagated so that higher 19 would tend to be less than the overall corparate
20 cost resources were assigned to & non-EDU affiliate? 2¢  structure, thus, reducing the cost of capltal to the
21 A, Nothing specific but I think there's -- 21 EDU versus the overall company of the cost to
22 in the times where I have seen things like this, and 22 capital,
23 &sgain I think this was probably the fast £5 years, 23 Q. But both the EDU and the nonregulated
24 when utilities have been allowed to go out and 24  affiliate would have assigned to them debt and
Page 22 Page 25
1 broaden their horizons and pick up real estate 1 =quity, correcte
2 companies and just different things that they have, 1 i A.  Notin the ratio that the overall company
3 think there was a concern on everyone's part that 3 has, yes.
4 those cests weren't pushed off to the retall 4 Q. The answer to my gquesticn though is, yes,
5  customers so there was a concern that if nothing 5 they would both have some assigned to them?
b alse, the nonaffiliate, the nonregulated affillate, 5 A. Yes.
7 would get at least as much as people thought they 7 Q. All the debt wouldn't be assigned first
B should have gotten, if not more of the costs assigned 8 o the utility. Some would be assigned to the
0 tothem. 5 nonregulated affiliate,
10 Q. And these costs might be assigned on 10 A. Under that -- the way things are done,
11  assets, revenue, employees, something like that? 11 yes. It's not at an all or nothing given the fact
12 A, Right, right, and again probably a lot of 12 that whal you are doing is mimicking a - a
13 looking at the records and what does the president do 13 stand-alone utility, and the stand-alone utility
14 and haw much time did he spend on various activities 14 would have some of both so because a stand-alone
15 within that and they may just work off again the top 15 utility has some of both you -- you would give some
16 three people or something and try to at least get a 16 of each.
17 feel for where the company is going but this is just 17 Q. Do you befiave -- strike that,
18 more of my sense I don't believe that there Is 13 Page 2, line 17, of your testimony
19 anything in concrete out there but my sense would be 19  says -- actually it starts at the end of line 16. "I
20 that there was a -- always has been a very strong 20 recommend that it be made clear that the company's
21 push te make sure that those costs, the unregulated 21 resources are first to serve jurisdictional customers
22 costs, were not getting pushed off onto retail 22 and that these resources are only to serve
23 customers, 23 nonjurisdictional customers on a seqondary basis.”
24 Q. Anuther common cost that you had 24 Why do you believe that to be true?

=5-‘(Pages 20 to 25)
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Page 26 Page 29

1 A, Well, these resources are assigned to 1 Q. T assume you den't have thosa documents ’

2 jurisdictional customers, jurisdictional customers 2 here with you today?

3 are part of the requlatory compact that the 3 A. No, Idonot.

4 jurisdictional customers will be paying for that 4 Q. Are you aware of the fact that the Senate

5 plant. They are paying for the plant; they should S Bill 2 includes corporate separation requirements?

6 get the benefit of the plant and nat giving it away. [ A. Senate Bill 37

7 You know, why would they want to buy something for 2 7 Q. I apologize, yes.

8 dollar and then sell it to somebody else for 80 8 A, We could be off an one thing. ‘Yes.

9 cents? So if they bought It for a dollar, they would 9 Q. Are you aware that the Dayton Power and
10 be happy to sell it for a dollar five, Just simple £0  Light Company's -- the Dayton Power and Light Company
1t econamics if you are paying for it. 11 Is operating pursuant to a Cemmission-approved
12 Q. Okay. Anything else? 12 corporate separation plan?

13 A. That's good for now. 13 A, 1assume that. Idon't know that for a

14 Q. let's go back to the opic we were 14 fact, but T assume that.

15  talking about earlier, your experience. You i5 Q. Are you aware of the fact that DP8&L's

16  mentioned there was about an eight-year gap in which i6  generatlon assets are operated in 8 manner

17 you hadn't done any waork for OCC, 17  functionally separate from DPBL's transmission and

18 A, Approximately, yes. 18  distrbution assets?

19 Q. Iden't mean to be exact, close enough, 19 A, Generally speaking but net specifically,

20 A, Yeah. 20 yes. Generally speaking I'm aware of them or beliave

21 Q. When did that gap occur roughly? 21 that to be the case.

22 A, Well, it occurred, let's say, starting 8 22 Q. Okay. Are you aware of the

23 vyears prior to 2 years ago, whatever that would have 23 jurisdiction -- strike that.

24 been, so let's say starting 10 years ago so I would 24 Do you know whether the customers of
Page 27 Page 30

1 say ik was 1999 just for a guess. 1 DPLER are located within the DP&L service territory?

2 Q. Qkay. So from 1999 up until -- 2. A. Not specifically, my assumption is that

3 A, Right. So I did not do -- and that does 3 most, not all are,

4 fitin with at keast one part the original House -- 4 Q. And you would - is it your understanding

5  Senate Bill 3 work. 5 that those DPLER customers like the DP8iL customers

6 Q. Soyou did nat work on any of the ETP 6 have paid money associated with the construction

7 cases of the numercus Chio utilities, 7  financing of the generaticn assets?

8 A, Yes, that's correct. g A. Those that would have been part of the

9 Q. And are you familiar with the fact that 9 jurisdiction prior to, yes.
i0 each of the Ohio electric utilities has had at least 10 Q. Okay.
t1  one, DP&L two RSP cases? 1 A. Again, 1 just don't know If they are
12 A, Yes, 12 all -- all those custemers are within the originat
13 Q. And did yau work on any of those cases? 13 service territory or not but for those that are in
14 A, No. 14  the original service territory, yes.
i5 Q. Qkay. And in terms of your recent work 15 Q. And it would be your assumption that
16 we've discussed the fact that you have been working 16  those DPLER customers within the service territory of
17 on these ESP cases for each of the utilities. 17  DP&L have paid their fair share of the costs
18 A Yes. 18  associated with those generation assets?

19 Q. Has your work encompassed anything cther 19 A. Aslong as the company has paid their
20 than these ESP cases? 20 fair share, yes.
21 A, For the OCC? 21 Q. And do you know whether DPLER has a
22 Q. Yeah, within the last two-year period 22 contract -- 3 term contract to provide service to
23 where you sald you started working for CCC again, 23 those customers? By term contract I mean something
24 A. 1did tell you 1 worked on the Duke 24 other than a spot market sale.
Page 28 Page 31

1 Energy case. 1 A, 1do not spedifically know. [ am

2 Q. You did. 2 assuming there are ore-year contracts or more.

3 A. And [ was on the gas side. 3 Q. Can you tell me -- step back. In light

4 Q. Right. 4 of the fact that the generation assets have been

5 A. And I think that's it. I don't remember 5 structurally separated from the DP&E. distribution and

& the case very well any more, but I think that was the 6  transmission assets, can you tell me why retail

7 fast case I worked an. Ithink that was the only 7 customers should be entitled to lower costs

8 ane. That was the first. [ don't think T worked on 8  allocation of genaration costs?

g anything else. 9 A, Because the Commission has jurisdiction
10 Q. Can you describe what led ta your 10 over those customers vis-a-vis the rates being
11 beginning to work with OCC again approximately twe 11 proposed here plus the praposal by the company to
12 years ago? 12 defer some of those costs to be collected later.

13 A. [ simply got an RFP in the mail and 13 IF's Commission jurisdiction.

14 responded to it, put in a propesal, and got the 14 Q. That's the only reason that yeu can think
15  contract. 15 of?

16 Q. And that was the RFP on the Duke piece? 16 A. Yeah. Ithought it was a good reascn,

17 A, Yes. Tdon't recall getting an RFP for 17 Q. Are you aware of any instance in the
18  many years prior to that, 18  United States in which costs have been allocated
19 Q. Okay. Your work in this case, is that 19 between an EDU and a non-EDU affiliate in the manner
20 pursuant to an RFP response? 20 you are describing? And let me say specifically fuel
21 A. Yes, 21 costs, fuel-related costs.

22 MR. SHARKFY: OQkay. 1 think we will make 22 A. [ am unaware of any general situations
23 a request for that document, the RFP and his 23 that are similar to what we are looking at here in
24 response. 24 Ohip 50, therefare, T don't know given the fact that
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1 Qhig is somewhat unique in where it's at in the dereg 1 which, again, it doesn't make a lot of difference.
2 regulatary process, there's nothing similar to 2 It's gne affiliate selling to another affiliate.
3 compare it to. 3 Q. Whatever It s do you know if that entity
4 Q. Are you aware of any other states that 4 s also selling to -- making nonaffiliated sales?
5  permit a nonregulated affiliate to make sales of 5 A, Yes.
&6 generation? 6 Q. And do you know if those sales include
7 A, [ may have misundersteod the question, 7 sales to retail customers within the FirstEnergy
8 but [ don't know -- in my oplnicn if you have a 8 EDUs service territories?
9 nonregulated entity, it's aliowed to do pretty much g A. 1t depends on what you classify as retail
10 whatevar it wants to do. [ may have missed the 10 but certainly historic retail customers within the
11 question but. 11 FirstEnergy service territary they do sell to as well
12 Q. Okay. Ithink your answer is the 12 as other entities. I am assuming Dayton Power and
13 question I intended to ask. Okay. Do you know of [3  Lght -- I know Detrolt Edison and whatnet so they
14 any other jurisdictiens it, in fact, occurs where a 14  are selling to other utilities, but they are selling
15 nonregulated entity -- nonregulated affiliate of an 15  to residential homes In Cleveland as far as that goes
16 EDU s, in fact, making sales of generaticn asset -- 16  as well.
17  of generation? 17 Q. On page 8, line 5, of your testimony you
i8 A. Could you ask it agaln? 18  refer to the marginal costs paid by DPL Energy
19 Q. You just tald me you thought it would be 19 Resources. "It appears DPLER is not paying the
20 permissible for a nonregulated entity to make 20 marginal costs of energy.” Do you see that?
21 generation sales In other jurisdictions. My question 21 A, 1said may not but, yes,
22 is are you aware of any qgther jurisdictions in which 22 Q. And if I understand your proposal
23 unregulated affiliates of an EDU are, in fact, making 23 correctly, it's essentially a marginal cost proposal
24 sales of generation? 24 meaning the [ower cost generating asset generating
Page 33 Page 36
1 A. Twas just involved in the Pacific Corp. 1  resources would be assigned to DP&L and the whaolesale
2 case and, again, I didn't get into the same detail 2 term customers and then only after those costs were
3 but they have a -- an affiliate market arm and they 3 assigned, the higher costs items would be assigned to
4 certainly make sales, 4 DPLER &nd nonjurisdictional opportunity sales?
5 Q. Okay. 5 A, Yes.
6 A. Don't necessarily make sales out of the 6 Q. And the costs you are talking about here
7 regulated poot, shall we say, but they are certainly 7 relate to fuel and the fuel-related costs that are
8  making sales. Ohlo Power used to have an arm like 8  described In Teresa Marrinan's testimony?
9 that. [ don't know if they still do, but 5, 10 years g A, [ der't think so. 1am not sure the way
10 ago they certainly did and, you know, same answer, 10 you said that, What T have got here at least on this
11 they did make sales but not out of the -- out of the 11 particular page is actually rate surcharge, not costs
12 pool, out of the company's pocf, 12 so there is a -- to me a large difference. [ dont
13 Q. When you say not out of the company's 13 know how much "fuel" is in here versus how much other
14 pool, what do you mean? 14 things are built into this so that part T dor't know
15 A Qut of the -~ at [east that 1 am aware of 15  but these are not casts. These are rates that are
16 out of the jurisdictional generation. And if they 16  being charged.
17 would have, it would have been at a higher price than 17 Q. 1 actually meant my question to be
18 that and, again, I just don't know. [ don't 18 separate from the sheet.
19 recall -- { know Ohio Power did have an affiliate at 19 A Oh.
20 one time that was selling. I think they are no 20 Q. Icould see why you were focused on that
21 fonger selling so. 21 becauvse [ had asked you the prior question about
22 Q. Are you aware -- let me step back. would 22 that. Solet me go back, The costs that you are
23 you expect it -- strike that again, 23 recommending an allocation basls in your testimany In
24 Do you know iF it's fairly common for 24 general are the fuel costs, in particular being cost
Page 34 Page 37
1 nonregulated affiliates of an EDU to be selling 1 of coal, related costs of disposal of chemicals, and
2 generation In the same manner that DPLER Is deing? 2 purchased power costs, correct?
3 A, Idon't know. 3 A, And natural gas, yes, yes.
4 Q. Do you know if other Chio electric 4 Q. And you are recominending that those costs
5  utilities have an affiliate that is selling 5 be allocated on a marginal cost basls. Are you
6 generation? 6  aware -- would it be posstble to allocata the cost of
7 A. Certainly FirstEnergy is. I mean, 7 the generating assets themselves on the marginal cost
8  FirskEnergy is selling generation back to B Dbasis? For example, could you say tlank DP&L's --
9  FitskEnergy. FirstEnargy is an affiliate, but it's a 9  strike that.
10  separate company. It's not -- FirstEnergy Solutions 10 Could you say the generating assets have
11 is not regulated by the Commission. i1 over the course of a given year a peak usage by DP&L
12 Q. And it's selling energy to FirstEnergy? 12 customers of such and such, allocate those costs to
13 A, Yes, Well, it's selling energy ta -- | 13 DP&L, and only costs above that to DPLER? Beyond --
14  probably have the names mixed up because it probably 14 not above that, keyond that.
15  ism't FirstEnergy Solutions, 1 am not sure what the 15 A.  We are not doing that here so [ don't
16 name of the company Is at the moment but there is a 16 know. [ would assume that a proposal like that could
17 generating arm that I think actually sells to 17 be possible but, I mean, again, we are looking at
18 FirstEnergy Solutions who then sells to CEI, Toledo 18  fuel costs in this case. 1 never looked at that or
19  Edison, and to the distribution companles themselves. 19 never thought about that.
20 Q. Okay. Whatever the FirstEnergy arm that 20 Q. Would yau support an allocation of the
21 you are discussing, the generation entity, [ thought 21 investment costs on a marginal basis?
22 it was FirstEnergy Solutions as wetl but. 22 A. I'would have to look at It. Idon't
23 A. [am pot sure. It could be FirstEnergy 23 know,
24  Generation or Genco or something of that nature 24 Q. Do you know whether it would be in the
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1 interest of residential customers to have costs 1 scheme, it's costing them whatever it may be costing .
2 allocated on that basis? 2 them, $10, $20 a megawatt hour to produce the stuff, :
3 A. 1have no idea. 3 and they are getting 120 back. The Cayton Power and v
4 Q. You understand in a traditional 4 Light Energy Resources sale would have been priced
5 ratemaking formula that the cost of the assets weuld 5  closer to the opportunity sale number. They would
6 be allocated based on some form of jurisdictional 6 have -- because that's what they were or would be so
7 allocater? 7 would they be better off? Chances are if those sales
8 A, I'm assuming that that may have been the 8  went away, the retall customers would be not as well
9 case, but the opportunity sales given the fact these 9 off because the sales weren't being made but, again,
18 are 20-year contracts | am assuming they are 10 it depends an the entire scheme of, you know, it has
11 FERC-appreved contracts. The DPL Energy Rescurces IS 11 tobea - it has to be whale cloth what I am saying.
12 really a different animal. It's not regulated by i2 Q. The question was intended to be using the
i3 FERC elther. FERC would have fooked at it for i3 economist terms all else being equal so the
14 opportunity sales. They would have looked at 4 question -
15 probably 12 CP method and an energy allocated to come 15 A, But 1 wasn't sure again even the basis,
16  up with "what's a reasonable price for those sales” 16 I mean, which costs are we talking about? How are
17 to-- excuse me. 1 may have misspoke. [ am talking 17 these sales being handled. All else being equal I
18  about opportunity. E meant the 20-year contracts 18  think the retail customers would be not as well off
19 with the cities, that FERC probably would have looked 19 having -- not having those sales made,
20  again at the 12 CP allocation factor, scme energy 20 Q. We've touched en a aumber of these
21  allocators and allocating plant and whatnot, but 21 points, but I want to make sure that we are in
22 again the DPL Energy Resources is much more of an 22 agreement, or at least I undetstand your position If
23 open market type entity and although there is some 23 we are not. Would you agree that to the best of your
24 FERC approved on that I don't think it's nearly the 24 knowledge, the generating assets are currently
Page 39 Page 42
1 same type of entity, so [ don't think things would be 1 separated from DP&L pursuant to a PUCO order?
2 allocated that way at all, 2 A. That would be my assumption.
3 Q. well, let me ask you this, suppose the 3 Q. Okay. And that DP&L and DPLER customers
4 relative percentages of business for DP8IL, DPLER, and 4 are both receiving generation from those assets?
5 nonjurisdictional oppartunity sales and wholesale 5 A, Yes,
6 term customers were as follows: We'll put 60 percent 6 Q. Okay. And to the best of your knowledge,
7 in the DPBL and whelesale term custemer bucket, 20 7 DP&L and OPLER customers have both been receiving
8  percentin the DIPLER hurcket, and 20 percent In the 8 generation from those assets for many years?
9 D --in the nonjurisdictional oppoertunity sale 9 A, Generally speaking possibly all of them.
10 bucket. In that instance if there was to be an 10 Q. Both DP&L and DPLER customers peid rates
11 alfocation of the assets meaning the costs of the 11 associated with the construction and operation of
12 assets and the return on - rate of return to be 12 those assets for many years?
13 approved for those assets, 60 percent of that cost 13 A. Yes, generally speaking.
14 would be assignad to DP&L and whelesale term 14 Q. And to the best of your knowledge, DP&L
15 customers; is that correct? 15 and DPLER customers are both being served under
16 A, [ there was to be an allocation and [ am 16  agreements for a term meaning not spot market
17 assuming that's "the number," then it would be, 17  c¢onditions?
18  Again it's a question is there that allocation, yes. 18 A. Could you ask that one agaln.
i9 Q. A question of whether -- T am talking in 19 Q. DPBL and DPLER customers are both being
20 a rate case for the Dayton Power and Light Company as 20 served under agreements for & term as opposed to
21 you were assigning costs, is that how they would he 21 under spot market transactions to the best of your
22 allocated in your opinlon? 22 knowledge?
23 A. Yes, 23 A. Yes, I would call it that way. There's
4 Q. In this hypothetical [ have given you 24 certainly -- I mean, I guess I consider retail
Page 40 Page 43 |
1 let's suppose the DPLER customiers left DPLER and were 1 customers certainly nok being spot. By the same
2 doing business with an affiliated CRES provider, 2 token it's not @ term. They are just there. Aslong
3 okay? And DPLER was able to make up only a small 3 as they want service, they get service, I'm assuming
4 portion of those sales in market sales just say so 4 that, and again I have not seen any contracts, but
5 that the new allocations were 75 percent to DP&L and 5  the DPLER customers would be on like 2 one-year
b the wholesale term, 5 percent DPLER, and 20 percent 6  contract and woulkd be continuing from month to month,
7 nonjurisdictional opportunity sales. Would you agree 7 I have no idea what the terms of those contracts are,
B that all else being equal as a result of that, B but I would assume it is & contract.
9  costs -- strike that, rates would go up to retail 9 Q. Let me rephrase the question because you
10 customers because they would be paying a higher 10  point gut 3 valid problem of DP&L customers, How
11 percentage of the share of the assets? 1L aboutwe say this, would you agree DP&L and DPLER
12 A, Well, it just depends on which bucket you 12 custemers have either a statutory or contractual
13 are putting things in. Again, the share would have 13 right to receive generation for a term meaning some
14 gone wp -- T guess it would have gone up from 14 period of fime beyond just the applicable hour which
15 60 percent to 75 percent. I can see where the 15 this spot market transaction occurs?
16 percentage share would go up, but the question is how 16 A, Yes,
17 are you treating the asset In the sale, That last 20 17 Q. Okay. And you would agree that nelther
18  percent, the opportunity sales, we're saying is 18 the DP&L custemers nor the DPLER customers have any
13 baslcally fixed, you know, we are getting in this 19 legal ownership Interest in the generating assets?
20 particular case off my page 8 getting $113 a8 megawatt 20 A, You would lave to ask my attorney, [
21 hour for. We are doing very well that from a 21 don't know.
22 regulated standpoint, from a regulated customer 22 Q. Are you aware of any legal ownership
23 standpoint, assuming that money was coming back to 23 rights that the DP&L customers or the DPLER customers
24 the regulated customers under, you know, the old 24 have?
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MS. ROBERTS: 1 object. He answared the 1 read; is that correct?
questign. He said he doesn't know. You are asking 2 A, 1can't say for swre. I assume I've read
him to speculate. 3 anumber of thase. Iam just not sure.
MR, SHARKEY: 1am asking if he is aware, 4 . Okay. Pursuant to those documents we
MS. ROBERTS: He sald he doesn't know, 5 just reviewed, is it your understanding that DP&L is
Q. You are not aware of any such rights? 6 providing service to retail customers ata
A, 1don't know one way or the other. 7  markelt-based rate?
Q. You would also agree with me, wouldn't 8 M5, ROBERTS: 1 object. ch are assuming
you, DP&L and DPLER customers are both belng served 9 facts not in evidence. You are assuming the
in a market-based rate? 10 Commission uses those terms to mean a market-based
MS. ROBERTS: If you know. i1 rate in an economic or sales sense as opposed to an
A. 1 really don't know what I waould call the 12 administrative sense that we don't know what -- the
DP&L rate, I personalty don't call it market-based 13 way they are using this term. You have to answer,
rate. 14 THE WITNESS: You cut me off, that's all.
Q. Do you know whether -- let's focus on 15 A, 1mean, it does -- the words there say
DPLER, Do you agree they are being served on a 16  market-based rate, but It also says it's 3 stipulated
market-basad rate, their customers? 17  rake. As far as I'm concerned, it's a stipulated
MS. ROBIfRTS: If you know. 18 rate. You can call it whatever you want to call it,
A. I assume because they are market 19 but it's a stipulated rate.
customers, so [ am assuming it's a market-based rate 20 MR. SHARKEY: Let's go off the record for
of some sort. 21 aminute,
Q. And let me show you a copy of the 2005 22 {Discussion off the record.)
RSP stipulation. [ am going to focus your attention 23 {Thereupon, the deposition was concluded
on page 4 of the dacument, 24 gt 3:10 p.m.)
Page 45 Page 48
A, Yes, State of Ohio ) 55
Q. C.)kay. Page 4, paragraph D1. 2 Countyof e ;
A, I'm sorry, D17 3 1, Anthony 1, Yankel, do hereby certify that |
Q. 1 apologlze, page 4, paragraph 181, have read the foreguing transcript of my deposition
A Ok L
Q. Says "During the RSP, DP&L shall provide 5 formor substazcg, if any, t is true and correct,
a market-based sfandard service offer pursuant to ;
g:f: Revised Code §4928 -- 4928.14(A)." Do you see Anthony 3. Yanke
! 8
A, Yes. 9 v Iq;t hcf:rte??y Ja.rriﬁ_ftithat ;_hA,e“ [zregofjnq{ "
Q. Okay. And then -- Submiten 1o the. whness fo reading and SONNG;
. g and signing;
MS. ROBERTS: I'm sorry. Was there @ that after he had stated ko the undersigned Notary
question pending? Public that he had rezd and examined his depesition,
MR. SHARKEY: I just asked him -- he sgaed the same in my presence on e ______day
. L o .
MS. ROBERTS: You are asking him if he
actuatly saw that sentence? _
MR. SHARKEY: That was the question. Natary Fublic
There's another question to follow. My cammission expires
MS, ROBERTS: Okay. ---
Q. And [ am going to show yau the Commission
order approving that stipufation and recommendation
in the -- again I am looking both at the stipulation
I showed you and here at the 05-276-EL-AIR case,
MR, SHARKEY: And I apclogize, Jackie, T
Page 46 Page 49
gntyhhad_oni copy of this document, so 1 am going to smeatoro T TVTICATE
e showing him -- s
MS. ROBERTS: Which paragraph? v ot Gison. Moty Putfic i ard o
MR SHARKEY: Paragraph 2, gage 3 B s T,
paragraph 2. by me duty siom 10 testly to the whete tth in the
Q. [ will represent to vog the document I am S e e doan Y
handing to you Is the PUCO arder approving the afterwards transcribed upon a computar; that the
stipulation we just looked at, and T want to focus Em‘;.fa."‘:.‘;i’:‘a‘ﬁ;"&“ﬂ! Sseu:ieme and
yau on page 3. Towards the bottom there is a g*;;;;ﬂ,;:e;ggmgzmgmw
paragraph No. 2. Do you see that? mm’im'v’;"&:“;‘;fi’fﬁ.?ﬂﬁw
A. Yes, Ido. ; tins, or
Q. Okay. Since you are iooking gt It right P
side up and I am reading it upside-down do you want N m:;mwm«;s;s"\xumﬁafrﬂmigeum sty
to read it? b e e s o ks, O
3. ROBERTS: Is there a question about
this ather than you want him to read it? Riren e oo, Fegired
MR. SHARKEY: Tr;ere will. e et bic
MS, ROBERTS: Okay. .
A, "DP&L will provide a market-based PR COTIESIOn GIpes ALguit 18, 2000.
standard service offer {MBSS0) at rates fixed in the (hses0dn)
stipulation throughout the exiended rate -
stabilization peried.”
Q. Ckay. Pursuant to -- I believe you told
me previously that that was an order that you had
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