BEFORE THE RECENED"DUCHET?HG Dy
PUBLIC UTILITIES COMMISSION OF CHIO  2g4; AUG 29 Py 5: 01

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company for Authonty to
Establish a Standard Service Offer
Pursuant 1o § 4928.143, Ohio Rev. Code,
in the Form of an Electric Security Plan.

Case Nos. 11-346-EL-ss0 F JC D
11-348-EL-SSO

R

In the Matter of the Application of
Columbus Southern Power Company and
Ohio Power Company for Approval of
Certain Accounting Authority.

Case Nos. 11-349-EL-AAM
11-350-EL-AAM

R T W

FIRSTENERGY SOLUTIONS CORP.’S
NOTICE OF FILING DEPOSITION TRANSCRIPTS

FirstEnergy Solutions Corp. (“FES”), pursuant to O.A.C. 4901-1-24, hereby provides
notice to all parties that it is filing the following deposition transcripts:
e Exhibit A- Thomas §. Lyle

s Exhibit B- Laura J. Thomas (non-confidential portion only, confidential portion
filed under seal with FES Motion for Protective Order)

¢ Exhibit C- Anil K. Makhija

o Exhibit D- Chantale LaCasse

+ Exhibit E- Joseph Hamrock v
» Exhibit F- Stephen J. Baron

e Exhibit G- Philip J. Nelson

¢ Exhibit H- David Rousch

cum Cas
::chn:n: deliveres in the regular course(‘o ° :i-l:aa‘
schnia ﬁ ;
{01242635.D0C;1 ) an Date Processed 3

o



{01242635.DQC;! }

Respectfully submitted, .
W A

Mark A. Hayden (0081077)
FIRSTENERGY SERVICE COMPANY
76 South Main Street

Akron, OH 44308

(330) 761-7735

(330) 384-3875 (fax)
haydenm(@firstenergycorp.com

James F. Lang (0059668)

Laura C. McBride (0080059)
N. Trevor Alexander (0080713)
CALFEE, HALTER & GRISWOLD LLP
1400 KeyBank Center

800 Superior Ave.

Cleveland, OH 44114

(216) 622-8200

(216) 241-0816 (fax)
jlang@calfee.com
Imcbride@calfee.com
talexander@calfee.com

David A. Kutik (0006418)
JONES DAY

901 Lakeside Avenue
Cleveland, OH 44114
(216) 586-3939

(216) 579-0212 (fax)
dakutik@jonesday.com

Allison E. Haedt (0082243)
JONES DAY

P.0. Box 165017
Columbus, OH 43216-5017
(614) 469-3939

(614) 461-4198 (fax)
achaedt@jonesday.com

Attorneys for FirstEnergy Solutions Corp.


mailto:haydemn@firstenergycorp.com
mailto:ilang@calfee.com
mailto:kncbride@calfee.com
mailto:dakutik@jonesday.com

CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing FirstEnergy Solutions Corp.’s Notice of

J‘R

Filing Deposition Transcripts was served this ﬂﬁ day of August, 2011, via e-mail upon the

parties below.

Steven T. Nourse
Matthew J. Satterwhite

American Electric Power Corp.

1 Riverside Plaza, 29th Floor
Columbus, Ohio 43215
stnourse{@aep.com
mjsatterwhite(@aep.com

Daniel R. Conway

Porter Wrnight Morris & Arthur
41 South High Street
Columbus, Ohio 43215
dconway@porterwright.com

Samuel C. Randazzo

Joseph E. Oliker

Frank P. Darr

McNees Wallace & Nurick

21 East State Street, 17th Floor
Columbus, Ohio 43215
sam(@mwncmh.com
joliker@mwncmh.com
fdarr@mwncmh.com

Richard L. Sites
Ohio Hospital Association

155 East Broad Street, 15th Floor

Columbus, Ohio 43215-3620
ricks(@ohanet.org

{01242635.D0C;1 }

W, T At

One of the Attorneys for FirstEner gy Solutions Corp.

Dorothy K. Corbett

Amy Spiller

Duke Energy Retail Sales

139 East Fourth Street

1303-Main

Cincinnati, Ohio 45202
dorothy.corbett@duke-energy.com
amy.spilller@duke-energy.com

David F. Boehm

Michael L. Kurtz

Boehm, Kurtz & Lowry

36 East Seventh Street. Suite 1510
Cincinnati, Ohio 45202
dboehm@bkllawfirm.com
mkurtz{@bkllawfirm.com

Terry L. Efter

Maureen R. Grady

Office of the Chio Consumers’ Counsel
10 West Broad Street, Suite 1800
Columbus, Ohio 43215-3485
etter@occ.state.oh.us
idzkowski@occ.state.oh.us
grady@occ.state.oh.us

Thomas J. O’Brien

Bricker & Eckler

100 South Third Street
Columbus, Ohio 43215-4291
tobrien@bricker.com


mailto:mjsatterwhite@aep.com
mailto:sam@mwncmh.com
mailto:joliker@mwncmh.com
mailto:dorothy.corbert@duke-energy.com
mailto:amy.spilller@duke-energy.com
mailto:mkurtz@bkllawfirm.com
mailto:idzkowski@occ.state.oh.us
mailto:grady@occ.state.oh.us

Colleen L. Mooney

David C. Rinebolt

Ohio Partners for Affordable Energy
231 West Lima Street

Findlay, Ohio 45840
cmooney2@columbus.rr.com
drinebolt@ohiopartners.org

John W. Bentine

Mark S. Yurick

Zachary D, Kravitz

Chester Wilicox & Saxbe, LLP
65 East State Street, Suite 1000
Columbus, Ohio 43215
jbentine@cwslaw.com
myurick@cwslaw.com
zkravitz@cwslaw.com

Terrence O’Donnell
Christopher Montgomery
Bricker & Eckler LLP

100 South Third Street
Columbus, Ohio 43215-4291
todonnell@bricker.com
cmontgomery@bricker.com

Jesse A. Rodrignez

Exelon Generation Company, LLC
300 Exelon Way

Kennett Square, Pennsylvania 19348
jesse.rodriguez@exeloncorp.com

Glen Thomas
1060 First Avenue, Ste, 400
King of Prussia, Pennsylvania 19406

gthomas@gtpowergroup.com

Henry W. Eckhart

2100 Chambers Road, Suite 106
Columbus, Ohio 43212
henryeckhart@aol.com

Christopher L. Miller

Gregory H. Dunn
Asim Z. Haque

{01242635.20C;1 }

Jay E. Jadwin

American Electric Power Service
Corporation

1 Riverside Plaza, 29th Floor
Columbus, Ohio 43215
jejadwin{@aep.com

Michael R. Smalz

Joseph V. Maskovyak

Ohio Poverty Law Center

555 Buttles Avenue

Columbus, Ohio 43215
msmalz@ohiopovertylaw.org
jmaskovyak(@ohiopovertylaw.org

Lisa G. McAlister

Matthew W. Warnock
Bricker & Eckler LLP

100 South Third Street
Columbus, Ohio 43215-4291
Imcalister@bricker.com
mwarnock@bricker.com

Williarmm L. Massey
Covington & Burling, LLP
1201 Pennsylvania Ave., NW
Washington, DC 20004
wmassey@cov.com

Laura Chappelle

4218 Jacob Meadows

Okemos, Michigan 48864
laurac(@chappelleconsulting.net

Pamela A. Fox

Law Director

The City of Hilliard, Ohio
pfox@hilliardohio.gov

M. Howard Petricoff
Stephen M. Howard
Michael J. Settineri


http://rr.com
mailto:drinebolt@ohiopartners.org
mailto:jbentine@cwslaw.com
mailto:zkravitz@cwslaw.com
mailto:todonnell@bricker.com
mailto:jesse.rodrigue2@exeloncorp.com
mailto:henryeckhart@aol.com
mailto:msmalz@ohiopovertylaw.org
mailto:jmaskovyak@ohiopovertylaw.orj
mailto:mwamock@bricker.com
mailto:wmassey@cov.com
mailto:laurac@chappelleconsulting.net
mailto:pfox@hilhardohio.gov

Schottenstein Zox & Dunn Co., LPA
250 West Street

Columbus, Ohio 43215
cmiller@szd.com

gdunn@szd.com

ahaque@szd.com

Sandy Grace

Exelon Business Services Company

101 Constitution Avenue N.W., Suite 400
East

Washington, DC 20001
sandy.grace@exeloncorp.com

Kenneth P. Kreider

Keating Muething & Kiekamp PLL
One East Fourth Street, Suite 1400
Cincinnati, Ohio 45202
kpkreider@kmklaw.com

Holly Rachel Smith

Holly Rachel Smith, PLLC
Hitt Business Center

3803 Rectortown Road
Marshall, Virginia 20115
holly@raysmithlaw.com

Gregory J. Poulos

EnerNOC, Inc.

101 Federal Street, Suite 1100
Boston, MA (2110
gpoulos@enernoc.com

Philip B. Sineneng

Carolyn S. Flahive

Thompson Hine LLP

41 S. High Street, Suite 1700
Columbus, Ohio 43215
philip.sineneng@thompsonhine.com
carolyn.flahive@thompsonthine.com

{01242635.D0C;1 }

Lija Kaleps-Clark

Vorys, Sater, Seymour and Pease LLP
52 E. Gay Street

Columbus, Ohio 43215
mhpetricoffi@vorys.com
smhoward(@vorys.com
mjsettineri@vorys.com
lkalepsclark@vorys.com

Gary A. Jeffries

Dominion Resources Services, Inc.
501 Martindale Street, Suite 400
Pittsburgh, PA 15212-5817

gary.a jeffries@dom.com

Steve W. Chriss

Wal-Mart Stores, Inc.

2001 SE 10th Street
Bentonville, Arkansas 72716
stephen.chriss@wal-mart.com

Barth E. Royer

Bell & Royer Co., LPA

33 South Grant Avenue
Columbus, Ohio 43215-3927
barthroyer@aol.com

Werner L. Margard III

John H. Jones

Assistant Attorneys General
Public Utilities Section

180 East Broad Street, 6* Floor
Columbus, OH 43215
werner.margard@puc.state.oh.us
john.jones@puc.state.oh.us

Emma F. Hand

Douglas G. Bonner

SNR Dentont US LLP

1301 K Street, NW, Suite 600, East Tower
Washington, DC 20005-3364
emma.hand@snrdenton.com
doug.bonner{@snrdenton.com


mailto:gdunn@szd.com
mailto:ahaque@szd.com
mailto:sandy.grace@exeloncorp.com
mailto:mhpetricoff@vorys.com
mailto:mjsettineri@vorys.com
mailto:gary.a.jeffiies@dom.com
mailto:holly@raysmithlaw.com
mailto:gpoulos@enemoc.com
mailto:philip.sineneng@thompsonhine.com
mailto:stephen.chriss@wal-mart.com
mailto:barthroyer@aol.com
mailto:wemer.margard@puc.state.oh.us
mailto:john.jones@puc.state.oh.us
mailto:doug.bonner@snrdenton.com

E. Camille Yancey

Nolan Moser

Trent A. Dougherty

Ohio Environmental Council

1207 Grandview Avenue, Suite 201
Columbus, Ohio 43212-344%
camille@theoec.org
nolan@theoec.org
trent@theoec.org

Shannon Fisk
2 North Riverside Plaza, Suite 2250
Chicago, IL 60606

sfisk@nrdc.org

[01242635.D0C;1

Tara C. Santarelli

Environmental Law & Policy Center
1207 Grandview Ave., Suite 201
Columbus, Ohio 43212
tsantarelli@elpc.org

Cynthia Fonner Brady

550 W. Washington Street, Suite 300
Chicago, IL 60661

cynthia.a. fonner@constellation.com


mailto:camille@theoec.org
mailto:nolan@theoec.org
mailto:ttent@theoec.org
mailto:tsantarelli@elpc.org
mailto:cynthia-a.fonner@constellation.com

Joseph Hamrock

ey

Page 3
BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO L APPEARANCES {continued):
2 Vorys, Satet, Seynour & Pease, LLP
By Ms. Lija Kaleps-Clark
In the Matter of the 3 szy East Gli;' S:;s N
Application of Colutrbus : Columbus, Ohio 43216-1008
Southern Power Company 4
and Ohio Power Company On behalf of Exelon Generation
for Authority 1o Establigh: 5 Company, LLC, Constellation NewEnergy, B
1y o ’ Ine., Constellation Energy Commodities :
a Standard Service Offer : Case No. 11-346-EL-S8Q P Group, Inc., Retail Encrzy Supply :
Pursuant 1o §4928.143, : Case No. 11-348-EL-850 Associztion, The Compete Coalition, :
Ohio Rev. Code, In the 7 and PIM Power Providers Group. t
Form of an Electric. ¢ AppiAﬁchwzsuvm Sf};ﬂsa_liﬁ;]zféows:
. cNees, Waliace jigl i
Security Plan. By Mr. Frank P. Darr
R 10 Fifth Third Center, Suite 1700 i
In the Matter of the 21 East State Street
Application of Columbus - 11 Columbus, Ohio 432154288 :
Southern Power Company  : Case Na. 11-349-EL-AAM 12 On behalf of Industrial Energy Users.
and Ohio Power Company  : Case No. 11-350-EL-AAM 13 g‘m'f'h‘};‘l‘:;"n&xsﬁm LLP
for Approval of Certain 14 65 East State Street, Suite 1000
Accounting Authority. Columbus, Ohie 43215-4213 i
.- 18 K
DEPOSITION 1 On behalf of Keoger Company. '
of Joseph Hammrock, taken before me, Maria DiPaolo :
Jones, a Notary Public in and for the State of Ohio, 17 g};ﬂ;{??mg, {-‘lla;sd ;L
at the offices of Porter, Wright, Morris & Arthur, 1301 K Sweet NW :
LLP, 41 South High Street, Columbus, Ohio, on Friday, 18 Suite 600 East Towtr
August 5, 2011, at %:00 a.m, Washington, D2.C. 20005
. 19
T On behalf of Onnet Primary Aluminurm
20 Cotporation.
ARMSTRONG & OKEY, INC. 21 Esmer, Stahl, Klevorn & Solberg, LLP )
222 Bast Town Street, 2nd Floor By Mr. David M. Stahl
Calumbus, Ohio 43215 2z 224 South Michigan Avenue, Suite 1106
(614) 224-9481 - (800) 2239481 2 Chrcaga, llinois 60604
FAX - (614) 224-5724 On behalf of Exelon Generation Comipany, N
- 24 i P
pPage 2 Page 4|
1 APPEARANCES: 1 APPEARANCES V1A SPEAKERPHONE {continued): ;
2 Amenican Flectric Power : : . 3
By Mr. Stoven T. Nourse 2 Ml_kt? DﬂW]ll'lﬁ, Chio }"'Lttome_y General ;
3 Ms. Anne M., Vopel William Wright, Section Chief ;
1 Riverside Plaza : St : )
. Colomtos, Ohie 432152373 3 Public Utilities Section ‘
5 _On behalfof the Applicants. By Mr. Steven L. Beeler ;
6 E‘;‘Li“ﬁ.’rfi“;:;j;“’““’ 4 Assistant Attomey General
7 76 Sauth Main Sticet 180 East Broad Street, 6th Floor ;
. Abron, Qo 44308 5 Columbus, Chio 43215-3793 )
Calfee, Halter & Griswold, LLP a On behalf of the staff of the Public s
E By Mr, fames F. Lang 1 tead i !
1400 KayBonk Conte Utilities Comimission of Ohio. :
10 B0 Superior Avenue 7 3
Cleveland, Chio 44114 3 ALSG PRESENT: ‘
11 M
Om pehalf of FirstEnergy Solutions 9 Mr. Pat Lawrence. :
12 Corporation. 10 -
13 Thompsen Hine, LLP
By Mr. Philip B, Sineneng 11
14 41 South High Street, Suite 1700 12
Colunibus, Ohio 43215
15 13
On behalf of Duke Energy Retail. 14
16 "
Bricker & Eckler, LLP 15 :
17 By Ms. Lisa Gatchell McAlister 16 i
100 Sguth Third Street A
18 Columbus, Chio 432154291 17 .
1% On behalf of Ohio Manufacturers 18 :
Association. 19
20
Ohio Poverty Law Center Z0
21 By Mr. Joseph V. Maskovyak 51
555 Buttles Avenue
22 Columbus, Ohio 43215 22
23 On behalf of Appalachian Peace and 27
Justice Network. !
24 24 :

ARMSTRONG & OKEY, INC.,

Columbus, Chio (614) 224-9481
6a5c5888-7266-409d-bae8-403b450c0697

Py Ppe—

1l (Pages 1 to 4

)



Joseph Hamrock

Page 5 Page 7|
1 JOSEPH HAMROCK 1  employees and resources to the operating companics,
2 being by me first duly sworn, as hereinafter 2 AEP-Ohio is comprised of Columbus Southern Power and |}
3 certified, deposes and says as follows: 3 Ohio Power Company.
4 EXAMINATION 4 Q. And what is -- you say AEP-Ohio is
5 By Mr. Lang: S comprised of Ohio Power and Columbus Southern. What
& Q. Mr. Hamrock, good morming. &  actually is AEP-Chio at this time?
7 A. Good morning. 7 A, Tdon't understand what you mean by what
8 Q. My name is Jim Lang. I'm an attorney 8  isit
2 with Calfee, Halter and Griswold, and I'm 9 Q. Isitalegal form? Is it a corporation
10  representing FirstEnergy Solutions. I'l be asking 10  orsome other legal form, AEP-Ohio?
11  yousome questions this mormning about AEP-Ohio's (11 A. AFEP-Ohio? My understanding is Chio Power
12 electric security plan filing which I'm sure we will 12 Company and Columbus Southemn do business as
13 fall info shorthand referring to it as the ESP or the 12 AEP-Ohjo.
14  proposed ESP. If I use those terms, "ESP" or 14 Q. Okay. As President and Chief Operating
15  "proposed ESP," will that be understandable to you? |15  Officer of AEP-Ohio does that mean you're President
16 A. It will mean the proposed ESP in each 16  and Chief Operating Officer of Columbus Southern and
17  case. 17  Ohio Power?
18 Q. Great. Have you had your deposition 18 A. Yes.
i9 taken before? 19 Q. Is your responsibility as President of
20 A, Yes. 20  those companies to maximize profits for your
21 Q. In what cases have you had your 21 shareholders?
22 deposition taken? 22 A. My responsibility ranges across a wide
23 A. My recollection is in the 2009 23 mumber of objectives including delivering fair
24  significantly excessive earnings test case for 24 returns to shareholders and serving customers with
Page & Page B[
1 AEP-Ohio. 1 fair and predictable rates as well as reliable
2 Q. Any others? 2 service.
3 A. Not to my recollection, 3 Q. So 1s your objective as President to
4 Q. The number one helpful instruction for a 4  provide a fair return to shareholders and not to
5  deposition, which hopefully you remember fromthe | 5  maximize return to shareholders?
6  last time, is answers have to be in full words, "yes" 6 A. Ibelieve I answered the question.
7  and "no." "Uh-huh" and those kind of statements 7 Q. What's the answer?
8  transfer very poorly on the transcript. 8 A. To provide a fair return to shareholders
9 A. Tunderstand. 9 and to balance the needs of customers and other
10 Q. So we'll try to keep track of those. 10  stakeholders.
11 I'll be asking you a series of questions. 11 Q. So you would agree that your objective is
12 IfTask you a question that you do not understand, 12  not to maximize retumn to shareholders.
13 will you please tell me that you do not understand it |13 A. No.
14  because we want to make sure that the question and |14 Q. You would not agree with that. And so
15  the answer are clear on the record? Do you agree? |15 your objective s to maximize return to sharcholders?
16 A. Tagree that I will ask to clarify the 16 A. In an overall framework that -- yes, in :
17  question, yes. 17  an overall framework that balances the needs of :
18 Q. Thank you. 18  customers and other stakeholders.
19 Your position is -- in your testimony you 19 Q. Is the objective of the electric security
20  say you're employed by American Electric Power 20 plan filed by AEP-Ohio to maximize return for
21 Service Corporation. How is that related to 21  sharcholders?
22  AEP-Ohio? 22 A. It's the same answer; to provide balanced
23 A. American Electric Power Service 23 outcomes for customers and shareholders and also to
24

o]
.

Corporation is a service company that provides

meet the policy objectives of the state.

ARMSTRONG & OKEY, INC.,
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Joseph Hamrock

Page 9 Page 11}
1 Q. Is AEP-Ohio and the operating companies 1 compared to an MRO, do you agree that you should :
2 of AEP-Ohio, do they have a fiduciary relationship 2 attempt to use the best estimate of what those costs :'
3 with ratepayers? 3 are or will be during the ESP period? :
4 MR. NOURSE: [ object to the form of the 4 A. For the best estimate of the costs 1
5  question and to the term "fiduciary” and whether that 5 related to what provision of the MRO test? ;
&  has any legal implications. 6 Q. The costs of the ESP and the costs of the
7 Q. You can answer the question, 7  MRO.
8 A. Yeah. I'm thinking about the question. 8 MR. NOURSE: I would object just to the :
9  Not in the sense that you describe it. 9  extent it's beyond the scope of his testimony. He
10 Q. Inwhat sense, then? 10  didn't indicate he was the witness that's doing the :
11 A. As a fiduciary responsibility with my 11 actual MRO test. He was responsible for the overall
12  understanding of that being a legal term. 12 case and saying that that was met.
13 Q. How do you view your responsibility to 13 A. Could you repeat the question, please?
14  ratepayers? 14 Q. Let's start back at the beginning. I'm
15 A. To provide reliable and predictable 15  askingis it reasonable when you're comparing the
16  electric service under the framework that the state 16  costs of an ESP, the proposed ESP, to an MRO to use
17  has created and to be concerned with the economic 17  the best estimate of costs that exist or will exist ‘
18  vitality of the service territory that AEP-Ohio 18  during the term of the ESP period?
19  serves. 19 A. The MRO test in the aggregate considers a
20 Q. Is one of your responsibilities as a 20 number of factors including costs, the costs of the
21  witness for AEP-Ohio to offer an opinion as to 21  ESP and the costs of the comparable MRO option, and I |
22 whether the proposed ESP, including its pricing and |22 believe it is important to use the most appropriate :
23 all its terms and conditions, is more favorable in 23 costs on both sides of the test and in all other
24  the aggregate as compared to the expected results 24 factors that the test considers.
Page 10 Page 12|,
1  froman MRO? 1 Q. So when we're doing this comparison of
2 A, Yes. 2 the ESP to the MRQ, it's similar to a ledger where
3 Q. Is there a place in your testimony where 3 you have the ESP on one side, the MRO on the other
4 you provide a sutrmmary of that opinion? 4  and you're looking at both sides of that ledger and
5 A, May Urefer to my testimony? 5  seeking to determine which side will be more
6 Q. Absolutely. Yeah, we'll be doing that a 6  favorable to customers; is that correct?
7  few times this moming. 7 A. 1would refer to Witness Thomas for that
8 A Yes. B type of determination relative to the test. That's
g Q. On what page and lines, please? 9  beyond the scope of my involvement.
10 A. Inthe Qand A beginning on page 40, it 10 Q. Did you rely on her testimony in forming
11  starts on line 17 asking to sumumarize my testimony,a {11  your opinion that the ESP is more favorable in the :
12  number of references to how the ESP balances 12  aggregate than the MRO?
13 interests, and specifically in line 6 of page 41, 13 A, Yes.
14 "The proposed ESP best serves the public interest by 14 Q. I want to ask first about the pricing
15  offering a price that is favorable to the comparable 15  elements which -- well, let me ask you, did you rely
16  MRO, offers financial stability, continues the 16  on Laura Thomas's testimony with regard to the :
17  emphasis on energy efficiency and renewable supplies |17  pricing elements that you considered when comparing /
18  and aligns to Ohio policy in Section 4928.02, Ohio 18  the ESP to an MRO? '
19  Revised Code, that benefit AEP Ohio customers." 19 A. 1relied on Witness Thomas's testimony
20 (3. When comparing the proposed ESP to an 20  for the MRO test.
21  MRO, did you consider the ESP's pricing and all other |21 Q. So that would be -- 5o you relied on
22 terms and conditions? 22 Witness Thomas's testimony both for the pricing
23 A. Yes. 23 elements and all other terms and conditions of the
24

24

ESP as compared to the expected results of an MRO; is

Q. When estimating the cost of an ESP as

ARMSTRONG & OKEY, INC.,

Columbus,

3 (Pages 9 to 12}

Chio (614) 224-9481
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Page 13 Page 15|,
1 that correct? 1 A. No.
2 A. No. Ibelieve that the case in total 2 Q. Do you know whether she included the base |
3 should be relted upon, the presentation of all of the 3 generation rate or the FAC, the fuel adjustment
4  witnesses in considering the MRO versus the ESP. 4 charge, as comnponents of the ESP?
5  Witness Thomas presents the quantitative analysis of 5 A. Idon'trecall. :
&  the pricing options on both sides of the quantitative 6 Q. Do you recall or do you know of any of
7 part of that test. 7 the price components that Witness Thomas used in her |
8 Q. Okay. So with regard to the quantitative 8  quantification of the ESP? i
9  analysis and focusing on the quantitative analysis, 9 A. Idon't recall the specific details of !
10  you relied on Witness Thomas's quantitative analysis 10  the components that she included in her presentation [
11  that compared the ESP price to the MRO price; isthat {11 of the MRO test.
12 correct? 1z Q. Do you have a general understanding of
13 A Yes. 13 the components she used in quantifying the ESP?
14 Q. Okay. Did you separately perform your 14 A. Thave a general understanding, yes.
15  own analysis or did you solely rely on Witness 15 Q. What is that understanding?
16  Thormas's quantitative analysis? 16 A, That the ESP as presented in the case is :
17 A. Tsolely relied on Witness Thomas's 17  compared to the comparable market rate offer over the |
18  analysis for that portion of the test. 18  period of the ESP. :
19 Q. Do you know what pricing components of 19 Q. And in your testimony vou're relying on
20  the ESP Witness Thomas included in her quantitative |20  Witness Thomas's decisions as to which pricing
21 analysis of the ESP? 21  elements should be or should not be included in that
22 A, Tdon't recall. 22  ESP quantification; is that right?
23 Q. Do you know whether she included the 23 A. For the pricing comparison part of the
24  environmental compliance costs as a cost of the ESP? {24  MRO test, that's correct.
Page 14 Page 16 |
1 A. Tdon'trecall. 1 Q. Stepping away from the price comparison
2 Q. Do you know whether she included the 2 that Witness Thomas prepared, in forming your opinion
3 generation resource rider as a component of the ESP? 3 asto whether the ESP and its pricing and all terms f
4 A. Idon't recall the components that she 4  and conditions is more favorable in the agpregate ;
5  included. 5  than the expected results of an MRO, what other terms |/
6 (). Okay. Do you know whether she included 6  and conditions, other than price, did you take into
7  the facility closure cost recovery rider in her 7  consideration?
B quantitative analysis of the ESP? 8 A Taddress that in testimony. Itoffersa
9 A. Tdon't recall. 9  price that's favorable, as you have indicated, offers
10 Q. Ijusthave a few more to ask you. Do 10  financial stability, continues the emphasis on energy
11  you know whether she included the carbon capture and {11 efficiency and renewable supplies, and aligns to Chio
12  sequestration rider as a cost of the ESP? 12 policy.
13 A, Tdon't recail. 13 Q. Okay. So in your testimony, other than
14 Q. Do you know whether she included the 14  price, you've identified as other terms and
15  generation NERC compliance cost recovery riderasa |15  conditions financial stability, emphasis on energy
16  component of the ESP? 16  efficiency and renewable supplies, aligning to Chio
17 A. No. 17  policy in 4928.02, so that's three. Are there any
18 Q. Do you know whether she included the 18  other terms and conditions that you took into
19  distribution investment rider as a cost component of 19  consideration in forming your opinion?
20  the ESPY 20 A. By "terms and conditions" what do you
21 A. No. 21 mean?
22 Q. Do you know whether she included the pool 22 Q. Ofthe ESP. Terms and conditions of the
23 termination or maodification provision as a cost 23 ESP.
24 component of the ESP? 24 A. It goes on to say in my testimony that it
4 (Pages 13 to 16}
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Joseph Hamrock

F ) Page 17 Page 15
1 provides projects and programs benefiting customers, 1 A. The pricing components. The structure of
2 attempting to maintain an investment climate that 2  the ESP is designed to ensure continued attraction of |
3 attracts capital to support the long-term investment 3 capital to investment in the state for critical '
4  needs of the state, and, in my opinion, most 4  generating resource needs.
5  importantly, the proposed ESP promotes economic 5 Q. Sois it a combination of the base
&  development and expands support for low-income 5 generation charge, the fuel adjustment charge, and
7 customers. 7 the generation related riders?
8 Q. In additicn to what you have just 8 A. It's a combination of all of the
9  identified are there any other terms and conditions 9  components of the ESP.
10  that you considered in comparing the proposed ESP to 10 Q. When you're referring to maintaining an :
11 the expected results of an MRO? 11 investment climate that attracts capital, for '
12 A. Not specifically. 12 AEP-Chio's purposes does that mean achieving a level |:
13 Q. With regard to your testimony where it 13 of revenue through all of the pricing components of
14  says the ESP provides projects and programs that 14  the ESP that puts AEP-Ohio in a position that it can
15  benefit customers, what projects and programs are you 15  maintain its investment level and attract capital?
16  referring to? 16 A. That's a part of it, yes.
17 A, My testimony in other areas describes the 17 Q. What other part would there be?
18  approach that AEP-Ohio has presented for developing 18 A. A framework that supports long-term
1%  renewable resources in the state, The Turning Point 19  investment. The ESP pricing terms really only go 29
20  Solar Project, for example, is one that we've 20  months, but some of the provisions that we've
21  positioned to attract new manufacturing jobs and 21 requested would sustain investment for the life of
22 develop large-scale solar facilities as a resource to 22 certain investments.
23 comply with state policy but in a way that attracts 23 Q. Okay. So that would include, for
24  new invesiment beyond simple market based compliance. |24  example, nonbypassable cost recovery of the Tuming
Page 18 Page 207
1 Q. Are there any other projects and programs 1 Point project for the life of the Turning Point :
2 that you're referencing in that statement there on 2 project.
3 pagedl, line 117 3 A. That's a pood example, yes. :‘
4 A. There may be. T don't recall specifics 4 Q. And that would also include nonbypassable :
5 right now. 5 cost recovery of your environmental investments for,
6 Q. On the next line you refer to maintaining 6  well, for the life of the environmental investments :
7 aninvestment climate that atiracts capital. To what 7  or the associated generating facility,; is that :
8  specifically are you referring in the ESP that you 8  correct? ‘
9  believe accomplishes that objective? 5 A. The nonbypassable environmental provision |
i0 A. We have proposed a number of elementsin |10 is one of those provisions that would help us to
11 the ESP including the distribution investment rider {11  determine whether or not long-term investments in ;
12 that would promote capital investment and support |12  environmental are prudent and make sense for the :
13 capital investment in the distribution business, the 13 business and for the customers.
14  pricing profile that supports sustained generation 14 Q. In your testimony, again on page 41, line
15  investment in the AEP-Ohio fleet in the state, those |15 14, you refer to the ESP promoting economic
16 ate two key areas. 16  development. What are the specific provisions of the
17 Q. And by "pricing profile,” are you 17  ESP that you're refetring to there?
18  referring to the nonbypassable generation related 18 A. There are a number. I've already
1%  riders that are included in the ESP? 19 referenced the approach we've taken to developing
20 A. I'mreferring to those riders and the 20  renewable resources. The pricing provisions
21 overall ESP plan itself. Not just those riders. 21  themselves promote economic development through
22 Q. So when you refer to the overall ESP plan 22 certainty, rate certainty. We have proposed the
23  itself, what, in addition to those riders, do you 23 AEP-Ohio Growth fund that provides shareholder funds
24  mean? 24  for economic development purposes throughout the
5 (Pages 17 to 20)
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1 service territory. And we've also proposed a rate 1 not specific quantification other than what I've :
2 security rider that promotes economic development for | 2 already talked about,
3 certain customers. 3 Q. Now, you said other than, for example,
4 Q. Would you include the Partnership with 4 atfracting capital. Have you assigned a dollar value
5 Ohio fund in that category or is that more in the 5 to the capital that you believe this ESP will
6  next statement that refers to expanding support for €  attract?
7  low-income customers? 7 A, Not that I recall.
8 A. The Partnership with Ohio is the proposed 8 Q. Other than the pricing comparison
9  continuation and expansion of our support, our 9  prepared by Laura Thomas is there any other provision |
10  current support, for low-income customers. 10  ofthe ESP to which you or any other AEP witnesshas |
11 Q. Other than the Partnership with Ohio fund 11  quantified by assigning a dollar value to the cost or
12 s there something else that you would include in 12 the benefit that you believe would be incurred as a
13 your reference to expanding support for low-income 13 result of that provision in the ESP? :
14  customers? 14 A, Not that I recall.
15 A. Not specifically. 15 Q. With regard to compliance with advanced
16 Q. With regard to promoting economic 16 energy, renewable energy, energy efficiency, and peak
17  development you mentioned, I believe, the pricing 17  demand reduction provisions of state law, would AEP
18  provisions, renewable energy provision, AEP-Ohio 18 comply with those provisions under an MRO?
19 Growth fund, rate security rider. Are there any 19 A. Yes.
20  other provisions that promote economic development? {20 Q. You had mentioned earlier the DIR. Am I
21 A. The plan in total [ believe promotes 21 correct that's the distribution investment rider?
22 economic development because of the ability to 22 A. Yes,
23 aftract capital to the state as well in the business 23 Q. Okay. Is the DIR also -- let me start :
24  itself, which is another form of economic 24  that question over.
Page 22 Page 24
1 development. 1 Is AEP-Ohio requesting the Public
2 Q. Any other provisions that you can think 2 Utilities Commission approve the DIR as part of its
3 of? 3 distribution case?
4 A. Not specifically. 4 A, From my recollection, yes.
5 Q. Are there any terms and conditions other 5 Q. If the Commission approves the DIR as
& than what we've just discussed over the last ten 6  part of AEP-Ohio's distribution case, would that
7 minutes or 50 that you took into consideration when | 7 provision be included as part of an MRO? .
B  comparing the ESP in the aggregate to the expected | 8 MR. NOURSE: I object. It's not clear :
9 results of an MRO? S what you mean by "approve" and to what extent and how |
10 A. Specific terms and conditions are 10  that would be done in the AIR case.
11  throughout the ESP. The ESP in total inclusive of |11 Q. Let me see if I can ask it a litile bit
12 all the terms and conditions is what I consideredin |12 better. Is it an objective of AEP-Ohio that the DIR
13  reference to the MRO test. 13 be approved by the Public Utilities Commission as
14 Q. Other than the pricing analysis prepared 14  proposed in the distribution case?
15 by Laura Thomas did you attempt to quantify any of |15 A. That depends on the overall outcome in ;
16 the benefits of the ESP that we've discussed this 16  the distribution case. That's just one part of the
17 moring? 17 distribution case. :
18 A. Quantily in what sense? I'm not sure I 18 Q. It's one component of the distribution
19  understand the nature of your question. 19  case. Isitan objective of AEP-Ohio that the DIR be
20 Q. Assign a dollar value. 20  approved as one component of the distribution case?
21 A. Other than the things we've talked about, 121 MR. NOURSE: Again, I object. The
22 attracting investment in the renewable space, 22 companies requested the DIR in both the ESP and the
23  attracting investment to the distribution business, 23 AIR. It's not clear whether you're asking a
24  setting up a framework that helps customers invest, [24  hypothetical if we withdrew it in the ESP and it got
6 (Pages 21 to 24)
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1 approved only in the AIR. It's not clear what you're 1 MR, NOURSE: Now I'm finished.
2  asking about. And it sounds like a legal issue, 2 MR. LANG: Your objection is compound.
3 ultimately, to me, 3 MR. NOURSE: Yes, it is.
4 Q. Do you understand the question? 4 MR. LANG: That's a permitted objection.
5 A. Not entirely, It's mixing cases so I'm 5  We don't want to spend this morning arguing over
&  not sure whether you're asking about the DIR in 6  speaking objections where you're instructing the
7 the-- 7 witness on his answer.
8 Q. T'm asking you about the DIR that is in 8 MR. NOURSE: Il object when I feel it's
S  the distribution rate case. Are you familiar with 9  appropriate, Jim.
10  the distribution rate case -- 10 MR. LANG: And in no way do I -inno
11 A. Yes. 11 wayam I going to interfere with you stating a proper
12 Q. - that AEP has filed? 12  professional objection. But if you're going to state
13 A. Yes. 13 an unprofessional objection, that's a problem.
14 Q. And that is a separate case from the ESP? 14 MR. NOURSE: Well, we may —
15 A. That's correct. 15 MR. LANG: Do we understand that, Steve?
16 Q. In the distribution rate case AEP-Chio is 16 MR. NOURSE: No. I disagree that -
17  seeking approval of the DIR as one component of its |17 MR. LANG: All night.
18  distribution rates, correct? 18 MR. NOURSE: --Idid anything like an
19 A. Yes. 192  unprofessional objection. So T stated an objection
20 Q. And is it one objective of AEP-Ohio to 20  and you can proceed.
21  obtain approval of the DIR as one component of its ;21 MR. LANG: Don't instruct the witness.
22 distribution rate case? 22 That's unprofessional.
23 A. Ttis a part of the distribution rate 23 Q. (By Mr. Lang) Can you answer the
24  case, so yes, it's an objective of AEP-Ohio. 24 question? _
Page 26 Page 28|
1 Q. If AEP were to obtain approval of the DIR 1 A. Could you repeat the question, please?
2 in the distribution case but the ESP were rejected by | 2 MR. LANG: Can you read the question
3 the Commission and, as a result, AEP would instead 3 back, please.
4 file a market rate option plan to satisfy the 4 {(Record read.)
5  standard service offer, in that situation the company 5 A, Tdon't know that we would have that
6  would still have the DIR under a market rate offer, 6  series of events lead to that outcome.
7  correct? 7 Q. If the Commission rejects the proposed
8 MR. NOURSE: 1object. Thisisa B8 ESP, will AEP-Ohio file an MRO?
9  complex, you know, it's a compound question and a 9 A, It's impossible to know that.
10  complex hypothetical. I guess if you're asking how |10 Q. Okay. Have you developed any contingency
11 it-- 11 plans on behalf of AEP-Ohio relating to the
12 MR. LANG: Steve. 12 possibility of the Commission rejecting the ESP as
13 MR. NOURSE: -- relates back to the MRO |13 filed?
14  test-- 14 A, Not specifically.
15 MR. LANG: Steve, I'm okay with your 15 Q. Are there any conditions that you are
16  objection. 16  aware of today that would cause AEP to file an MRO?
17 MR. NOURSE: -- he already stated that 17 A. Not specifically.
18 it's beyond his testimony -- 18 Q. Do you know what costs AEP-Ohio is
19 MR. LANG: Steve, you stated your 19  secking to recover through the EICCR?
20  objection. 20 A. What costs. It's the environmental
21 MR. NOURSE: -- how Ms. Thomas 21  investment cost.
22 implemented the MRO test. 22 Q. Can you describe for me in what
23 MR. LANG: Steve, you stated your 23 particular environmental investment costs are
24  objection. You stated your objection. 24  included in the EICCR?
7 (Pages 25 to 28)
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1 A. Tcan't describe the specific components. 1 environmental costs, but, again, the rules are ‘
2 It's the investments in the AEP-Ohio fleet that are 2 unsettled and the framework is unsettled.
3 needed for compliance with EPA and other rules. 3 Q. What do you personally think will happen?
4 Q. Are there any environmental investments 4 A. TIdon't know.
5 thatare not included in the EICCR? 5 Q. What projections of environmental
6 A, Tdon't know. &  compliance costs are you including in your business
7 Q. Will your environmental compliance costs 7  plans?
8  increase in 2013 and '14 as compared to 20127 8 A. They're constantly changing.
9 A. Idon'tknow. 9 Q. What projections are included in today's
10 Q. Has AEP-Ohio prepared projections of its 10  business plan?
11 environmental compliance costs going forward? 11 A, Idon'trecall.
12 A. We are continuously reviewing projections 12 Q. Do you have a business plan today?
13 because the environmental rules are unsettled and 13 A. Yes, we have business plans.
14  dynamic, so there is not a point estimate that I 14 Q. For how many years going forward do you
15  couldrely om. 15 plan?
16 Q. Do your projections show that your 16 A. We have multiple plan processes that look
17  environmental compliance costs will be higher in, 17  at the current year, the next year, and then as far
18  say, 2014 as compared to 20127 18  out as ten years into the future and even beyond
19 A, Under certain scenarios that's quite 19  that, and it's a very dynamic process.
20  possible. The scenarios are still unsettled and 20 Q. In your ten-year business plan does it
21  dynamic. 21  include projections of environmental compliance
22 Q. Is it possible that your envirommental 22 costs?
23 compliance costs will be lower in 2014 as compared to |23 A. Tt does.
24 20127 24 (). Do you know what those projections are? _
Page 30 Page 32
1 A. There are a range of possibilities. 1 A. Again, it's changing constantly. The
2 Q. Is there a projection of environmental 2 rules are unsettled. We are constantly revisiting
3 compliance costs that you are relying upon, you know, 3 the potential scenarios under U.5. EPA rules, and
4  that you are relying upon as the president of 4 there's not a specific point.
5  AEP-Ohio in making your, you know, business 5 Q. But what's in your ten-year plan today?
6  determinations with regard to the company? 6 A, Tdon'trecall.
7 MR. NOURSE: I object. It's an overbroad 7 Q. Interesting.
8  and vague question. B Do you know what the POLR charge is
9 A It's a dynamic process that's 9  that's included in the proposed ESP?
10  continuously changing as the rules change. 10 A. Do l'know what the rate is?
11 Q. Based on the projections that you've seen 11 Q. Correct.
12 what do you believe will -- what do you believe will 12 A. Ido.
13 be the outcome of your environmental compliance costs |13 Q. What is the rate?
14 on a going-forward basis, say, for the next five 14 A. My recollection is it's $2.84 per
15  years? 15  megawatt-hour,
16 A. What do you mean by "outcome"? 16 Q. Do you understand that that $2.84 per
17 Q. Are they -~ what will the costs be? Do 17  megawatt-hoyr is an estimate that is dependent, among
18  youexpect that they will increase or decrease over 18  other things, on Laura Thomas's estimate of the
19  the next five years? 19  competitive benchmark price and the ESP price?
20 A. Relative to? 20 A. Trely on Witness Thomas for that price.
21 Q. Relative to today. 21 Q. Do you understand that if the competitive
22 A, To2011? 22 benchmark price is lower than what she has estimated,
23 Q. Correct, 23 that the POLR charge will be higher?
24 A, Most scenarios point to increasing 24 A. Meaning all other things the same?
8 {Pages 29 to 32)
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1 Q. Correct. 1 Commission?
2 A, All other conditions the same? 2 A, It's impossible to know that without
3 Q. That's a fair statement, yes, all other 3 knowing the modifications.
4  things equal. 4 Q. Could AEP-Ohio continue to support
5 A. That's my general understanding of the 5  low-income programs for customers under an MRO?
6  nature of the POLR charge, but there are a number of 6 A. It's impossible to know that without
7 inputs to that mechanism. 7 knowing the provisions of the MRO.
8 Q. Has AEP-Ohio performed a sensitivity 8 Q. Could AEP do that? I'm not asking would
9  analysis that shows the range of what the POLR charge 9 they, but could AEP do that, continue to support
10  may end up being under AEP's proposal? 10  programs under an MRO?
11 A. Not that I recall. 11 A. It's impossible to know the outcome of an
12 Q. Is it possible that the POLR charge could 12 MRO so it's impossible to know if AEP would be in a
13 be $7 per megawatt-hour or more once — if all other 13 position to do that -- AEP-Ohio would be in a
14  provisions of the ESP are approved by the Public 14  position to do that.
15  Utihties Commmission? 15 Q. How would an MRO impact AEP-Ohio's
16 A, Tdon't think so. 16  position to support low-income programs?
17 Q. Why don't you think so? 17 A. We don't - I can't predict, can't know
i8 A. Because my understanding is it's a 18  the financial health of AEP-Chio under an MRO. 1
19  proposed rate that doesn't change during the term of 19  don't know that we'd have the potential to support
20  the ESP. 20  low income at the level we have proposed under the
21 Q. Sois it your understanding that the 21  ESP.
22 $2.84 per megawatt-hour is the proposed POLR rate for |22 Q. So AEP-Ohio has not run any projections
23 the ESP? 23 or financial analyses to attempt to estimate the
24 A. That's my understanding, yes. 24  impact of an MRO on AEP-Ohio; is that correct? :
Page 34 Page 36 |
1 Q. Okay. The Partnership with Ohio fund, 1 A. That's my understanding, yes.
2 which you mentioned earlier, is that a potential 2 Q. If AEP-Chio had performed any of those
3 total of $14.5 million? I'll just stop there. Is 3 analyses or projections, as President of AEP you
4  that a potential of $14.5 million? 4  would be aware of that, wouldn't you?
5 A, Over the term of the ESP? 5 A. Twould be.
6 Q. Correct. 8 Q. The AEP-Ohio Growth fund, is that new
7 A. That's the way it's proposed, yes. 7  under the proposed ESP?
8 Q. And is that $14-1/2 million contribution 8 A. New relative to?
2  contingent on -- subject to any contingencies? 9 Q. Is that something in place today or is
10 A. My recollection is that the annual 10 it--
11  determination is tied to the prior year's i1 A. No.
12 significantly excessive eamings test benchmark. 12 Q. It's anew proposal as part of the ESP.
13 Q. Sois it correct that the annual payment 13 A. Yes,itis.
14  isonly made if AEP's retumn on equity exceeds the 14 Q. Okay. Is that proposal also subject to
15  mean of its comparable group as part of that SEET 15 the same contingency that the Partnership with Qhio |
16  analysis? 16  fundis? :
17 A. That's the way it's proposed, yes. 17 A. Yes.
18 Q. If AEP-Ohio's return on equity does not 18 Q. Soit's based on the return on equity
19  exceed the mean of the comparable group, thenunder {12 exceeding the mean of the comparable group.
20  the ESP that annual contribution will not be made; is 20 A, Yes
21  that comrect? 21 Q. What is the total amount of funds that
22 A. That's the way it's proposed, yes. 22 could being contributed under the AEP-Ohio Growth
23 Q. Could AEP-Ohio continue to support 23 fund?
24 Iow—mcorne programs undcr an ESP as modlﬁed by the 24 A Durmg the term of the ESP?
9 (Pages 33 to 36)
ARMSTRONG & OKEY, INC., Columbus, Ohio (614) 224-9481

6aScB888-7260-409d-bac8-403b450c0697



Joseph Hamrock

[ Page 17 Page 3%
1 Q. Yes,sir. 1 A. As a basic discount to lend economic :
2 A, $25 million. 2 development support to some of the vulnerable
3 Q. In your testimony you refer to 3 manufacturing and industrial customers in our service |
4  confributions through the AEP-Ohio Growth fund being | 4  territory.
5 made to Jobs Ohio. Do you know what part of that 5 (). What economic development criteria must
6  $25 million would be contributed to Jobs Chio? 6  those customers satisfy in order to qualify for the
7 A. No, and I don't know that any would be 7 rate security rider?
8  contributed to Jobs Ohio. It's simply an example of 8 A. We haven't developed all the specific .
9  how the funds might be used. 9 criteria for eligibility, but it's based on new i

10 Q. Ifthe ESP is approved by the Commission 10  investment and new job creatior, :
11  as proposed and AEP-Chio's obligation to make a 11 ). So are you proposing that new investment

12z  contribution under the AEP-Ohio Growth fund is 12 ornew job creation will be a condition of receiving

13 triggered, so you satisfy the equity condition, who 13 the discounts in the rate security rider?

14  would be making the determination as to where that 14 A. That's what 1 would expect.

15  money goes? 15 Q. Are those conditions included in the rate

16 A, AFEP-Ohio working with partners in 16  security rider filed with AEP's testimony -- with

17  economic development, regional entities, local 17  AEP's application in January?

18  entities, state-level entities. 18 A. Tbelieve Mr. Roush is the witness on

19 Q. Who would that be at the state [evel? 19  that. Idon't recali the specifics in his testimony.

20 A. Tdon't know. 20 Q. And you domnt't recall the specifics of the .
21 Q. Who are the individuals at AEP-Ohio who 21  rate security rider itself and whether economic :
22 would be responsible for that? 22  development conditions are included in that rider. :
23 A, T'would be along with others on the 23 A. My recollection is that it was targeted ;
24  AEP-Ohio team. 24 atspecific standard industrial classifications, .
Page 38 Page 40|

1 Q. Why did you include Jobs Ohio in your 1 specific classes of customers who we recognize look

2  testimony as an option for those contributions? 2 for more stability and longer term pricing options to

3 A. AEP-Ohio has long supported economic 3 help them make investment decisions in the state as

4  development entities throughout its service territory 4 they consider all their other alternatives.

S and Jobs Ohio is simply another example of that kind 5 Q. Does AEP-Ohio support the economic

6 of support. 6  development rider recently proposed by the Commission

7 Q. The rate security rider that you 7 staff?

&  mentioned earlier, would AEP-Ohio offer a rate 8 A. We support the overall idea behind it.

9  security rider to customers under an MRO? 9  There are a number of provisions that we believe need
10 A. Tt's impossible to know that. 10 to be improved.
11 Q. So sitting here today you can't say 11 Q. Do you support the percentage discounts :
12 whether a rate security rider would be included as a 12 in section A of that rider? Let me ask you first,
13 component of an MRO, correct? 13 are you familiar with the specifics of the economic :
14 A. Corect. 14  development tariff that's been proposed?
15 Q. Do you know whether CRES suppliers can 15 A. Tdon't recall the specifics. [ have
16  offer equal or better terms to qualifying customers 16  seenit, but [ do not recall the specifics.
17  that are offered under the rate security rider? 17 Q. Have you had discussions regarding the, :
18 A. Equal or better terms than? 18  either the percentage discounts or the fixed pricing :
19 Q. Than are proposed under the rate security 19  that's proposed in that economic development tariff?
20 rider. 20 A. Discussions with? i
21 A, Idon't know. 21 Q. Discussions with other AEP emplovees.
22 Q. How did AEP-Ohio develop the percentage |22 A, Some, yes.
23 discounts that are offered under the rate security 23 Q. 1f the economic development rider

24  rider? 24  proposed by staff is approved in its current form,

10 (Pages 37 to 40)
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) Page 41 Page 43
1 would that supplant the rate security rider that's 1  partners in the Tuming Point project with regard to
2  included in AEP-Ohio's ESP? 2 whether the project would go forward if the
3 A. Idon't know. 3 Commission does not approve a nonbypassable surcharge
4 Q. Have you compared the discounts in the 4 to recover the costs of the Turning Point project?
5  rate security rider to the economic development 5 A, Thaven't personally, no.
&  tariff proposed by Commission staff? 6 Q. Do you know whether other individuals at
7 A. No, 7  AEP have had those discussions with partners?
8 Q. You mentioned that Turning Point facility B A, Ibelieve so.
9  earlier, and I believe you said that the L] Q. Who are those people?
10  opportunities associated with that project are the 10 A, Witness Godfrey in the case is involved
11 result of AEP-Ohio's compliance with Ohio's renewable |11 in that discussion with the partners on the project.
12  portfolio standard. Is that correct? 12 Q. Anyone else?
13 A, Yes. 13 A. T'm sure there are, but I'm not sure who
14 Q. Does the Turning Point facility satisfy 14  the specific individuals are.
15  statutory requirements for obtaining a nonbypassable 15 Q. Do you know who the individual or
16  surcharge in an ESP? 16  individuals are who Witness Godfrey would be having
17 MR. NOURSE: Objection. That's a [egal 17  those discussions with?
18  question. 18 A. Internal to AEP; is that the question?
19 Q. You can answer if you can. 19 Q. With your partners in the Turning Point
20 A. I'madvised by counsel that it does. 20  project.
21 Q. Are you familiar with the conditions in 21 A. The developer, I'm sure, The development
22 state law that must be satisfied in order to obtain a 22 team. I'm sure there are other financial entities
23 nonbypassable surcharge to recover the cost of a new 23 who are providing financing support.
24 generation facility? 24 Q. Isthere a-- I'msorry. Is there a lead
Page 42 Page 44 |,
1 A, Not the specific conditions. 1  individual for the developer?
2 Q. Soto the extent that AEP - to the 2 A. There is, and I don't recall his name. [
3 extent that you believe that Tuming Point satisfies 3 apologize.
4  those conditions, you're relying on counse! for that 4 Q. That's afl right,
5  belief; is that correct? 5 A, Ithink it's Glen Davis with Agile
6 A. Yes. &  Energy.
7 Q. If AEP-Ohio does not receive cost 7 Q. Okay. If'the Tuming Point project was
8  recovery through a nonbypassable surcharge for the 8  developed and the energy and capacity from the
9  Tuming Point project, is the Tuming Point project 9  project was sold into the PYM markets, would AEP-Chio
10  anuneconomic investment? 10  recover its investment in Turning Point?
11 A. Idon'tlnow. 11 A. I don't know, .
1z Q. If AEP-Ohio does not receive cost 1z Q. Has AEP run any forecasts or analyses of
13  recovery through a nonbypassable surcharge for the 13 future market pricing that would allow AEP to
14  Tuming Point project, will AEP-Ohio proceed forward {14  determine whether it would recover its costs of the
15  with the Tuming Point project? 15 Tuming Point project?
16 A. Tdon't know. 16 A. [ suspect we have, but I'm not familiar
17 Q. Soit's possible that if AEP does not 17  with that.
18  receive cost recovery through a nonbypassable 18 Q. Are you familiar with AEP-Ohio's - let
1%  surcharge for the Tuming Point project, that AEP may |19  me ask you first, does AEP-Ohio have an internal
20 continue forward with the Turning Point project. 20  forecast of energy prices, say for the next ten
21 A. If's unlikely. 21 years?
22 Q. But it's possible. 22 A. T'msure we do.
23 A. Idon't kmow. 23 Q. Is that a forecast that you have
24
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1 A. No. 1 service in January of 2014 would be higher or lower
2 Q. Do you know generally whether AEP-Ohio 2 than what they're paying today?
3 projects energy pricing increasing or decreasing over 3 A. Idon't know. :
4  the next ten years? 4 Q. Do you know whether the SSO charge for
5 A. Tthink there's a general sense that due 5  generation service that that typical residential
&  to pressures on environmental compliance throughout | 6  customer is paying in January 2014 will be higher or
7 the industry that prices are likely to increase, and 7  lower than what they pay in January 2012, the first
8  that's a very general sense. 8  month of the new ESP?
9 Q. Isit a general sense also that capacity 3 A. Tdon't know, and one of the reasons I
10  prcing will increase over the next ten years? 10  don't know the answer to that is the fuel clauseisa
11 A. Idon't know. 11 variable cost and I can't predict what fuel costs
12 Q. Have you seen estimates of forward 12  would be in 2014,
13  capacity prices for a term shorter than ten years? 13 Q. Are there any other components, other
14 A, Estimates of capacity prices? 14  than the fuel adjustment clause, that are variable in
15 Q. Correct. 15  that total SSO charge for generation service?
16 A. Meaning other than market -- published 16 A. There are riders, yes.
17  market prices? 17 Q. So as a result of the variability of the
18 Q. Other than published market. 18  fuel adjustment clause and the variability of the
19 A. No. 1%  generation related riders you cannot predict what the
20 Q. If AEP-Ohio has a cost based capacity 20 SSO charge for generation service will be in 2014; is
21  price, does AEP-Ohio have an estimate of what its 21 that correct?
22 cost based capacity price will be over the next five 22 A. That's correct.
23 years or ten years? 23 Q. Do you know what the range of predicted
24 A. Not that I'm familiar with. 24  increases or decreases in that typical residential
Page 46 Page 48|
1 Q. Does AEP-Ohio have an estimate of what 1 customer's bill will be during the term of the ESP?
2 its cost based capacity pricing will be over some 2 A. TIdon't know. Witness Roush presents the
3 shorter period of time, say one to two years out? 3 impact on different rate schedules of the proposed
4 A, Not that I'm familiar with. 4 plan. :
5 Q. I 'want you to assume that the Commission 5 Q. Now, you'll agree that there's a -- that i
6  approves the electric security plan as filed. And 6 a portion of that standard service offer price is ;
7  the Commission approves it before the end of this 7  varigble, correct?
8  year soit's effective Janmary 1, 2012. AEP gets B A. Yes.
9  whatit's asked for. And I want you to assume that 9 Q. Is it your understanding that Witness
10 I'ma typical residential customer living here in 10  Roush has provided estimates of the potential highs
11 Columbus so I'm going to be scrved under your new ESP |11 and lows of that pricing based on the variability?
12 asapproved. 12 A. Idon't recall the basis of what he
13 What will my SSO charge for generation 13  presents.
14  service in January 2014 be? 14 Q. Do you know whether Witness Roush
15 A. Tdon't recall the numbers, Witness 15  included the costs of all of the nonbypassable riders
16  Roush is the witness on the specific rate schedules. 16  in his estimates of the SSO generation pricing?
17 Q. Isit your understanding that Witness 17 A. Idon't recall what components he
18  Roush has provided an estimate of the total S50 price 18 included.
19  thata typical residential customer would pay in 19 Q. Do you know whether he included the
20 20147 20  variability that exists in the nonbypassable
21 A, Idon't recall. 21  generation related riders?
22 Q. Do you know whether the typical 22 A. Tdon'trecall
23 residential customer, the total standard service 23 Q. Time for some water.
24

offer charge that they're paying for geperation
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1 Thank you 120217 :
2 Q. Isit fair to predict that the typical 2 A. [don't know.
3 resideniial customer’s monthly standard service offer 3 Q. What will its capacity price be in 20157
4 charge for generation service could increase 20 4 A. Idon't know.
5 percent or more between now and the end of the ESP 5 Q. Do you know what AEP-Ohio's capacity
&  period? 6  price is today?
7 A. Tdon't know the specific predictions 7 A. Capacity price to whom?
8  across that time period. 8 Q. Well, let's start with what it charges to
9 Q. Ifit's possible for that typical 9  standard service offer customers.
10  residential customer to see an increase of 20 percent 10 A. Tdon't know the specific capacity price
11 ormore, would you support the ESP as proposed? 11 to standard service offer customers.
12 A. I do support the ESP as proposed. 12 Q. Do you know how standard service offer
13 Q. But you don't know whether or not the 13  customers are charged with capacity?
14  typical residential customer could see an increase of 14 A. Through the base generation rate. Other
15 20 percent or more over the next -- over the 29-month |15  witnesses can present detail on that.
16  period of the ESP; is that correct? 16 Q. Do you know whether AEP-Ohio recovers its
17 A. There are unpredictable costs in future 17 capacity costs through any charge other than the base
18  periods so I cannot predict that. 18  generation rate?
19 Q. Can you say with certainty that those 19 A, Today? :
20  customer would not see an increase of 20 percent or 20 Q. Let's start with today. -
21 more? 21 A. Can you clarify the question or repeat
22 A. Icannot predict the future increases or 22 the question, please?
23 decreases. 23 Q. Do you know whether AEP-Ohio recovers its
24 Q. So you can't predict today what kind of 24  capacity costs from standard service offer customers
Page 5O Page 52
1  anincrease either residential or commercial or 1 through any charge other than the base generation
2 industrial customers will see under the ESP; is that 2 charge?
3 correct? 3 A. [don't know.
4 A, In future periods? 4 Q. In the proposed ESP is AEP-Ohio proposing
5 Q. During the term of the ESP. 5 torecover its capacity costs through the base
6 A, That's correct. &  generation charge that's in the proposed ESP?
7 Q. Iwant you to assume that AEP-Ohio 7 A. Yes.
8  provides standard service offer service using an 8 Q. Will AEP-Ohio recover its capacity costs
9 electric security plan for the next ten years. What 9 through any other charge other than the base
10 prices will AEP-Ohio charge during that time frame? |10  generation charge in the proposed ESP?
11 A. Tdon't know. 1l A. T'm not sure I understand the question,
12 Q. How will AEP-Ohio's prices compare to 12 so would you repeat it?
13 market prices during that time frame? i3 Q. Is there any other charge in the proposed
14 A. Tdon't know, 14 ESP, any other rider, any other component that's
15 Q. Does AEP-Ohio plan for the next ten years 15  generating revenue that allows AEP-Chio to recover
16  to continue to provide generation and capacity to SSO |16  its capacity costs other than that base generation
17  customers from its own generating facilities? 17  charge?
18 A. Tdon't know. 18 A. There may be. For example, the
19 Q. Isit possible that during the next ten 19  generation resource rider would be designed to
20  years AEP-Ohio changes course and decides not to 20 recover, Tuming Point Solar is the specific project,
21 supply standard service offer service from its own 21 butit's a rider that could be used for capacity cost
22 generating units? 22 recovery as well.
23 A, Yes, 23 Q. Isit your understanding that any
24 Q. What will AEP-Ohio's capacity price be in 24 generating facilities approved by the Commission and |-
13 (Pages 49 to 52}
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Page 53 Page 55
1 included in the generation resource rider, that the 1  into consideration in formung your opinicn that the
2 nombypassable surcharge in place under the generation 2 BSP was more favorable in the aggrepate than an MRO,
3 rescurce rider would recover AEP-Ohio's costs of the 3 comect?
4 capacity of that generation resource? 4 A, Idid not specifically look at that,
5 A. That's my understanding, yes. 5 that's correct.
6 Q. Would that also recover the variable 6 Q. Do you know whether Witness Thomas, Laura
7 operation and maintenance costs of that facility? 7  Thomas, took that into consideration?
8 A. Tdon't know all the specifics of the 8 A. I don't recall.
¢  components included in the generation resource rider. 9 Q. Did you ask Witness Thomas whether she
10 Ibelieve Witness Nelson and Roush would be reference (10 took that into consideration?
11  points for that. 11 A. No.
12 Q. Do you agree that if AEP-Ohio supplies 12 Q. When Witness Thomas provided her pricing
13 S80 service for the next ten years through an 13 analysis of the ESP and the MRO to you, did you ask
14 electric security plan, that the pricing to be 14  her whether she took info consideration the potential
15  offered by AEP is uncertain? 15  varability of the ESP price during the ESP period?
16 A. [ wouldn't know how to answer that 16 A. Trelied on Witness Thomas's expertise,
17  without knowing the specifics of a long-term ESP, but 17  Ididn't ask her that level of detailed question.
18  in general, yes. 18 Q. Did you ask her whether she performed a
13 Q. What components of the proposed ESP -- 19  sensitivity analysis regarding the ESP pricing?
20 let me start that over. 20 A. Ididnot.
21 What pricing components of the proposed 21 Q. Do you know what a sensitivity analysis
22 ESP have a volatility aspect, meaning they can go up 22 is?
23 ordown? 23 A Yes.
24 A, Generally, the FAC component, the FAC 24 Q. Whatis it?
Page 54 Page 56|
1 rider that includes fuel. 1 A, My understanding is you look at a range
2 Q. Any other components? 2 of possibilities for different variables.
3 A. In terms of volatility, in tenms of 3 Q. Do you know whether that was a function
4 unpredictability and volatility, there could be 4  that Witness Thomas performed with regard to her ESP
5  others. I'mnot sure of the nature of all the 5  pricing analysis?
6  different underlying costs. 6 A, Tdon't know.
7 Q. Soam correct that in forming your 7 Q. If AEP-Ohio's generation resources are
8  opinion as to whether the ESP is more favorable than 8  exposed to the market, would that drive AEP prices
9  the MRO you did not take into consideration the 9  toward marginal cost?
10  wvolatility of the different pricing elements of the 10 A. Would you repeat that for me, please?
11 ESP? 11 Q. If AEP-Ohio's generation resources are
12 A. No. 12  exposed to the market, would that drive AEP-Ohio's
13 Q. In forming your opinion that the ESP is 13 prices toward marginal cost?
14  more favorabie than the MRO did you take into 14 A, TI'd have to have a more detailed
15  consideration the volatility of the different pricing 15  understanding of the market to be able to understand
16  components of the ESP? 16  that. ;
17 A, We took into consideration a number of 17 Q. Do you agree generally that a market i
18  different factors, as | discussed earlier, including 18  drives prices towards marginal cost?
19  long-term certainty of rates, the opportunity to 19 A. Again, it depends on the design of the
20  attract investment, Whether specific volatility of 20  market, but most markets function in a way that the
21  individual components in the plan was considered, [ 21  price is driven by marginal cost.
22 didn't specifically look at that. 22 Q. I'want to ask you about a statement that
23 Q. Okay. So that was the -- the volatility 23 youhave at page 19 of your testimony, and this is at
24 of specific components was something you didnot take {24 Jines 13 through 15, you have a statement that says
14 (Pages 53 to 56)
ARMSTRONG & OKEY, INC., Columbus, Ohio (614) 224-9481

6a5cB888-726e-409d-bae8-403b450c0697



Joseph Hamrock

Page 57 Page 59|
1 "...AEP Ohio will need to take its generation 1 Q. So the total plan provides you timely and :
2 assets to market through an MRO in order to better 2 certain recovery of your generation investments?
3 match the risks and rewards of making such long-term 3 A. That's one of the objectives.
4  generation investments." 4 Q. Why would an MRO necessitate legal
5 By that statement are you saying that a 5  separation of the generation assets from the
&  market allows AEP to better match the risks and &  distribution assets?
7 rewards of long-term generation investments? 7 A, An MRO essentially replaces your standard
8 A. No. 8  service offer when you're an EDU, such as AEP-Ohio,
9 Q. What are you intending to say by that 9  with auction based power over a term so that it onty
10  statement? 10  makes sense for gencration assets to be under a
11 A. That the provisions of this ESP can 11 different model.
12 provide certainty relative to investments, and if the 12 Q. Is that so that generation assets can be
13 Commission is not committed to providing thatkind of |13  bid into the auction?
14  certainty, one of the options AEP-Chio would have to {14 A, Itjust, it changes the business model in
15  consider is an MRO, 15  many ways.
16 Q. When you say the MRO will better match 16 Q. Why does it change the business modet?
17 the risks and rewards, better as compared to what? 17 How does it change the business model?
1B A. Better as compared to an ESP that does 18 A. Tt moves through a process that provides
19  not provide for timely recovery of investments. 19  market based power supplies for the customers.
20 Q. So if you're comparing an ESP that has 20 Q. Okay. I understand what an MRO is. I'm
21  bypassable generation riders to an MRO, that 21  trying to understand why an MRO necessitates changes
22 comparison, the MRO would better match the risks and |22 in terms of the business structure of AEP-Ohio. Why
23 rewards making long-term generation investments for |23 does it necessitate changes in the business structure
24  AEP; is that comrect? 24  of AEP-Chio?
Page 58 Page 60 [;
1 A. There are a number of factors to consider 1 A. Because at the end of the MRO path the
2 in making that analysis. 2 power supply for the standard service offer customers
3 Q. What factors did you consider in making 3 comes from multiple sources, there's no reason to
4 this statement that the MRCO would better match the 4 continue to have generation resources as a part of an
5  risks and rewards? 5  EDU under that model.
6 A. The case we have presented. 6 Q. Under the current structure of AEP-Ohio
7 Q. So the MRO would better match the risks 7  with functional separation could AEP-Ohio conduct an
8  and rewards as compared to the case you presented? 8 MRO?
8 A. Not necessarily. This statement simply S A. 1don't know.
10  says that if the Commission has not committed to 10 Q. Under the current structure, functional
11 timely and certain recovery, then we may needto look |11  separation, could AEP-Ohio have an electric security
12 atan MRO as a different alternative. 12  plan that uses a competitive bidding process to
13 Q. Cotrect me if I'm wrong, but it doesn't 13  obtain the energy provided under the SSO?
14 say we may need to consider an MRO. You're saying (14 A. 1suppose that's possible,
15  that the MRO would be better. Isn't that true? 15 Q. Ifacompetitive bidding process were
16 A. It could be a better way to match the 16  used, is it your understanding that the functionally
17  risks and rewards related to those investments. 17  separate generation unit of AEP.Ohio would bid
18 Q. And when you're referring to whether the 18  generation assets into that competitive bidding
19  Commission is committed to providing timely and 19  process?
20  certain recovery of generation investments, are you 20 A. Tdon't know the nature of an auction
21 referring to the nonbypassable surcharges that you're 21  under -- it's a hypothetical as I understand it, so I
22 requesting for new generation and environmental 22 don't know how that auction might work.
23 investment in the ESP? 23 Q. Do you know whether there are any
24 A, T'm referring to the total plan. 24  restrictions that would prevent the functionally
15 (Pages 57 to 60)
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1  separate generation operations of AEP-Ohio from 1 A. Yes. Generally.
2 bidding in an auction? 2 Q. Why is the MTR nonbypassable? '
3 MR. NOURSE: Objection. I'm not sure 3 A. [It's a revenue neutral, from AEP-Ohio's
4 what you mean by "restrictions.” Are you talking 4 standpoint, a revenue neutral mechanism to help :
5  about legal restrictions? 5  manage the transition from today's rate design to :
6 MR. LANG: I'm saying any kind of 6  tomorrow's rate design under the ESP proposal. ‘
7 restrictions. Anything. 7 Q. You could have a revenue neutral MTR that
g8 A. Again, T don't know because I don't kmow 8  was a bypassable rider, correct?
9  the nature of the model that you're describing, 9 A_ That's not clear to me.
10 Q. Has AEP-Ohio bid into competitive 10 Q. Okay. As arevenue neutral rider is it
11 auctions -- has AEP-Ohio bid into competitive 11  your understanding that the MTR has to be
12 auctions? 12  nonbypassable?
13 A. My recollection is that we have, but I 13 A, Witness Roush did that design. It's
14  don't know the specifics, 14  designed to manage the transition from today's rate
15 Q. Do you generally know what auctions they 15  design to the proposed rate design. Whether it could
16  participated in? 16  be bypassable or nonbypassable is not something I've
17 A, No. 17  considered. I mean, whether it could be bypassable
1s Q. Are you generally familiar with the 18  is not something I've considered.
19  detetminations made by AEP-Ohio in deciding whether |19 Q. I'm going to ask you about a statement
20  tobid into a competitive auction? 20  you have at page 25 of your testimony. This is in
21 A. No, I'm not familiar with those details. 21  reference to the MTR and it's at lines 12 through 14.
22 Q. Who at AEP-Ohio would be familiar with 22 You say that the MTR is designed to mitigate the
23 those details? 23 impact of customers most affected by the shift to
24 A. The Commercial Operations group manages 24  market-based rates. Are shopping customers affected |
Page 62 Page 64 |
1 that function. 1 by the shift to AEP-Ohio's market-based rates?
2 (). Who runs the Commercial Operations group? 2 MR. NOURSE: I'm sorry. Could I have
3 A. Mr. Busby. 3 thatrercad. I'mnot sure it was quoted correctly.
4 Q. Do you remember his first name? 4 {(Record read.)
5 A. Todd. 5 A. Meaning current shopping customers?
6 Q. Todd. Todd Busby. 6 Q. Current or future shopping customers.
7 When Mr. Busby makes the decision to have 7 A. Not directly.
8  AFP-Ohio's distribution unit bid into a competitive 8 Q. How are they affected indirectly?
9  augction, is that a decision that is reviewed by you? g A. The rate itself, the standard service
10 A. Idon't get involved in those details. 10 offer rate, is a basis for them determining their
11 Q. Why not? 1t  comparable offers.
12 A. It's a separate function within the 12 Q. Okay. So the credit or charge provided
13 company. It doesn't report directly to me. 13 bythe MIR to a particular customer ¢lass would
14 Q. So it doesn't report to you as President 14  impact the decision of customers in that class
15  or Chief Operating Officer. 15  whether to shop.
16 A. Right. 16 A. No.
17 Q. Who is it Todd would report for that? 17 Q. Allright. Help me out again, then. How
18 A. Tt would be Nick Akins today. 18  does it indirectly impact shopping customers?
19 Q. Itwould be, I'm sorry? 19 A. The standard service offer is a basis for
20 A. Nick Akins today. 20  the customer determining how to look at competitive
21 Q. Thanks. Interesting. 21 offers.
22 Are you familiar with the market 22 Q. And the MTR is changing, either reducing
23 transition rider that's included in the electric 23 through a credit or increasing through a charge, that
24 security plan? 24 base generation rate, correct?
16 (Pages 61 to 64}
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1 A. No. 1 customer pays for gencration service? .
2 Q. No. How does the MTR affect the base 2 A. It depends on the change in their
3 generation rate? 3 particular rate schedule from today's rate design to
4 A. The bypassable rate follows the new rate 4 the proposed rate design, and Witness Roush can
5  design. The MTR simply manages the transition 5  provide more insights and more detail.
&  between today's rate and the new market-based rate & Q. If shopping customers are receiving a
7 design that Witness Roush proposes. 7 charge under the MTR, will that make it less likely
8 Q. And how does it manage that transition? 8  that they will shop?
S A. Tt helps to mitigate the difference 9 A. No.
10  between the current rate design and tomorrow's rate |10 Q. Ifthey are receiving a credit under the
11 design, the proposed rate design. 11 MTR, does it affect their likelihood of shopping?
12 Q. And practically how does it mitigate that 12 A. No.
13 transition? 13 (). Sois it your position that the MTR as a
14 A. Ifthe rate design results in, all other 14  nonbypassable charge is neutral is regard to shopping
15  things being equal, the rate design results in a 15  and has no effect on shopping incentives?
15 lower rate, then the transition would — the MTR 16 A Yes.
17  would step towards that lower rate for a standard 17 Q. Ifyou could turn to page 13, lines 1 and
18  service offer customer. If it results in a higher 18 2. This is a more general reference to the market
19 rate, it would step towards that higher rate overthe |19 ftransition rider. You refer here to base generation
20 term of the plan. 20  rates that more closely reflect the structure of
21 Q. So in that case is the MTR - in the 21  market conditions.
22  example that you provided is the MTR providinga |22 What is the structure of market
23 credit or a charge to that customer? 23 conditions to which you are referring?
24 A. In the first example where the rate 24 A. My understanding is that customers, when
Page 66 Page 681
1 design yields a lower rate, it would result in a 1  comparing standard service offer to other offers they
2 charge until it was phased out. In the second 2 may See, often see the rate presented in an
3 example where the rate design results in a lngher 3 energy-only -- on an energy-only basis, whereas today
4 rate, it would result in a credit. 4 our rates, AEP-Ohio's rates, often include multiple
5 Q. So whether it's a charge or a credit, 5  billing determinants and it makes the comparison more
6  that affects the price to compare, correct? 6  difficult. So by presenting the rate design ona
7 A. No. 7  more comparable basis, it reflects the market
8 Q. Does it affect the, you know, does it 8 conditions, that's what I meant by that.
9 affect the bypassable generation charge that the 9 Q. Isitan objective of the electric
10 cuystomer sees in the, you know, as what's being 10  security plan to make it easier for customers to
11  offered to that customer class? 11  compare what's offered by CRES suppliers and what's
12 A. Does what affect it? 12 offered through the SSO?
13 Q. The MTR. 13 A. That's one of the objectives of the rate
14 A. No. 14  design.
15 Q. The charge or the credit. 15 Q. Is that objective achieved by proposing
1ls A. No. 16  multiple nonbypassable generation related riders all
17 Q. Does the charge or credit affect what an 17  of which must be taken into consideration when
18  existing shopping customer pays for generation 18  comparing a CRES offer to the standard service offer?
19  service? 19 A, That objective being?
20 A. "Existing" meaning? 20 Q. The objective we just discussed about
21 Q. Meaning they're shopping. They're taking |21  making it easier for the customer to compare offers.
22 service from a CRES supplier. 22 A. Idon't believe that has any influence on
23 A. Yes. 23 that. It doesn't affect the price to compare.
24 Q. How does it affect what a shopping 24 Q Do you beheve that nonbypassab]e nders ;
17 (Pages 65 to 68)
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) Page 69 Page 71§
1 have any impact on shopping? 1 let's see, line 8 yousay ". . . the proposed ESP
2 A. Idon't know. 2 filing strikes the right balance between all
3 Q. Do your base generation rates reflect 3 factors...." What factors are you referring to
4 your generation costs? 4  there?
5 A. Could you be more specific in terms of 5 A. The total set of factors presented in the
&  what you mean by "reflect” costs? 6  plan inclusive of all of the components of the plan.
7 Q. Let me ask it another way. Do your base 7 Q. On the next line you refer to
8  generation rates, and I'm talking about just the base B stakeholders. By "stakeholders” are you referring to
5  peneration rate, not the other riders that are 9 vyour shareholders?
10 related to generation -- 10 A. That's one set of stakeholders.
11 A. Okay. 11 Q. So what's the total of the stakeholders
12 Q. - but just the base generation rate, 12 you're referring to?
13 does that rate allow you to recover of and on your 13 A. TIbelieve the state and the citizens of
14  generation casts? 14  the state are stakeholders as well.
15 A. Thope so. 15 Q. Citizens of the state meaning outside of
le Q. Do you know whether it does? 16  your service territory?
17 A. Tt's designed to do that. 17 A, No. No, meaning the citizens of the
18 Q. Okay. Is it designed to -- 5o it's 18  communities we serve being a part of the fabric of
19 designed to recover 100 percent of your generation {19 the economic development activities throughout our
20 costs; 18 that correct? 20  fterritory.
21 MR. NOURSE: I'msorry. Are we talking {21 Q. When will AEP-Ohio legally separate its
22 about the current rates or the proposed rates? 22 competitive and noncompetitive functions?
23 Q. Let's focus on the base generation rate 23 A. Could you define the competitive and
24 that's in the proposed ESP. 24  noncompetitive for me? ,
Page 70 Page 72
1 A. Okay. 1 Q. Let me ask you a question that might help
2 Q. Isthat designed to recover, you know, 2 youout. All right. Are you familiar with the
3 100 percent of your generation costs? 3 requirement in Ohio law that came in through SB 3
4 A. And does your definition of base 4 that an electric utility separate its competitive and
5 generation include the FAC? 5 noncompetitive functions?
6 Q. 'That's a good question, Let's use the 6 A. Somewhat.
7 base generation, there's a base generation rider and 7 Q. And as part of that, that requires
8  the FAC, those combined -- 8  separation of the distribution function, which is a
9 A. The two? 9  moncompetitive function, from the generation
10 Q. The two. 10 function, which is a competitive function; is that
11 A. Yeah. Obviously, what -- the FAC is 11  correct?
12 designed to recover actual fuel costs, and the base 12 A. That's my understanding, yes.
13 generation rate is set in a place where we hope it 13 Q. And currently AEP-Ohio has finctionally
14  recovers our base costs over the period. 14 separated its distribution and generation functions,
15 Q. Isthe base generation rate, let's take 15  correct?
16  the base generation rate and the FAC as proposedin {16 A. Correct.
17  the ESP, will that continue to fully recover your 17 Q. There's a further step beyond functional
18  generation costs in 20147 18  separation which the -- which FirstEnergy has
19 A. In the period of the plan that's in 20147 19  achieved which is legal separation of the
20 Q. Correct. 20  distribution and the generation functions of those
21 A. The five months. 21 assets,. When will AEP-Ohio legally separate
22 Q. Correct. 22 distribution from generation?
23 A. That's the expectation, yes. 23 A. Idon't know.
24 Q. Okay. Ibelieve on that same page, 13, 24 Q. Does AEP-Ohio have any futare plan to
18 (Pages 69 to 72)
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1 legally separate distribution from generation? 1 finish this up, this question.
2 A. We don't have a specific plan. 2 A. Maybe it was in the application. :
3 Q. TIs there any kind of goal or time period 3 Q. Iknow you discuss it on page 35. ;
4 over which AEP-Ohio is attempting to legally 4 A. Thank you, That will help, 7
&  separate? 5 Q. Next time if you can have Steve put a
3 A. 'We don't have a specific plan. 6  better iable of contents on your testimony.
7 Q. Do you have a general plan? 7 MR. NOURSE: It was my fault.
8 A. We have filed for functional separation 8 MR. LANG: Yeah. It's always the lawyer.
9  and continue to request functional separation under 9 A. Okay. I'm sorry. 1 forget what the
10  thisplan. 10  question was.
11 Q. Now, AEP-Chio requested a waiver of that 11 Q. Looking for the location in your
12 corporate separation requirement in its Jast ESP. 12 testimony where AEP-Ohio is requesting Commission
13 Tts first ESP. Are you familiar with that? 13 approval of continued functional separation under the
14 MR. NOURSE: I'msorry. Waiver of what 14  proposed ESP.
15  requirement? 15 A. Yes. Page 35,
18 MR. LANG: Ofthe legal separation 16 Q. Can you point me to the language where
17  requirement. 17  that continued functional separation is requested?
18 MR. NOURSE: Is that the same as asking 18 A. It's at the top of page 36, a reference
12  if we proposed functional separation? [don't 19  to asupplemental filing to be made in a separate
20  believe it's accurate to refer to it as a waiver. 20  case, we intend to demonstrate consistent assurance
21 MR. LANG: You don't believe it's 21  that our implementation of corporate separation plans
22 accurate, okay. 22 are in compliance with the law.
23 Q. Do you know whether AEP-Ohio requested |23 Q. So does AEP-Ohio intend to request
24  approval of functional separation in AEP-Ohio's first  j24  continued functional separation in a separate case ¢
Page 74 Page 76 |
1 electric security plan? 1 filing? :
2 A, That's my recollection, yes, that we did. 2 A. Yes.
3 Q. Is it your understanding that that is 3 Q. Okay. So that request is not being made
4  equivalent of a waiver of the legal separation 4 as part of this ESP; is that correct?
5  requirement? 5 MR. NOURSE: Iobject. He's testifying
& A. No. Idon't know if the term "waiver" 6  to the scope of his testimony.
7  applies; it's not clear to me. 7 Q. Allright. That request is not being
8 Q. Do you know whether AEP-Ohio has ever 8  made in your testimony.
9  requested a waiver of the legal separation 5 A. Right. That's correct.
10 requirement? 10 MR. LANG: That was my questions on that,
1l A. No. 11 so, Steve, if we all want to take a break.
12 Q. Has AEP-Ohio requested in the proposed |12 MR. NOURSE: Sure.
13 ESP approval of continued functional separation? 13 (Recess taken.)
14 A, Yes. 14 Q. Taking you back to your testimony, bottom
15 Q. Is that in your testimony or the 15  ofpage 13. At the bottom there, particularly at
16  testimony of another witness? 16  line 22, you're referring to extra administrative
17 A, Treference that in my testimony is my 17  burdens, and then say "Thus, AEP-Chio has recently
18  recollection. 18  applied with the Commission to merge its two Ohio
19 Q. Do you know where that is in your 19  operating companies.”" Are the administrative burdens
20  testimony? 20  that you reference the primary reason for the merger?
21 A. Give me a moment, please. 21 A. They are among a number of reasons. And
22 MR. NOURSE: Jim, we've been going for 122  those burdens are related to compliance and tracking
23 about two hours. It might be time for a break. 23 compliance with a number of the new requirements
24 MR. LANG: I had the same thought. Let's }24  under Senate Bill 221. My understanding, from
19 (Pages 73 to 76)
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Page 77 Page 75}
1 talking with our team who managed those, is that the 1 the capacity, energy, and the REC values, and the REC h
2 balancing between the two companies can be cuntbersome { 2 value will be recovered through the AER, whereas the
3 and so the merger can help with that in a significant 3 other components reside where they do today in the
4 way. 4 FAC
5 Q. What was your understanding as to what 5 Q. Okay. Arethere any alternative energy
&  the primary reason is for the merger? &  compliance costs that the company will incur during
7 A. Idon't know that there's a single 7  the period of the proposed ESP that will not be
8  primary reason. There are a number of reasons. We 8  recovered through either the alternative energy rider
9  have operated as two companies for - we've operated 9  orthe FAC? _
10 the two companies as one from a managerial sense for io A_  Any alternative energy compliance costs? -?'
11  nearly two decades now and if's just time to do it, 11 Q. Correct.
12 Q. I'd ask you to turn two pages back ta 12 A, Ifthe Tuming Point Sofar is approved as
13 page15. 13  proposed, it would be recovered in the generation
14 A, Okay. 14  resource rider.
15 Q. Here you're talking abaut, at the fop of 15 Q. Ifit's not approved as proposed, is it
16  page 15 you're talking about the altemative energy 16  your understanding that the costs of Tuming Point
17  rnder. You state it reflects innovative adaptations 17  could be recovered through the altemative energy
18  toanincreasingly dynamic market. What is the 18  rider?
19  innovative adaptation aspect of the alternative 19 A, If it were still constructed, it would
20 energyrider? 20  certainly -~ we would expect it would flow through
21 A. The sentence includes programs that are 21 the recovery mechanisms that all the other renewables
22  continuations of the current ESP and some new 22 flow through under this proposal.
23 proposals, and the altemnative energy is one of 23 Q. That's because the Tumning Point project
24  those. The alternative energy rider provides a more 24  is -- because AEP-Ohio is participating in the
Page 7B Page BD
1 clear price signal relative to renewable compliance. 1 Turning Point project so that AEP-Ohio can satisfy
2 Q. Allright. So when you're referming to 2 its alternative energy conmpliance requirements,
3 innovative adaptations, you're referring to more than 3 correct?
4 the alternative energy rider? 4 A, Yes,
5 A Yes. 5 Q. At page 18 of your testimony, yes, at
5 Q. So what are the other -- to what else are 6  lines 10 and 11 you state that "AEP Ohio intends to
7 yourefernng? 7 file an MRO if the Commassion materially modifies the
8 A Well, this whole passage here relates to 8  proposed ESP." What's an example of a material
9  what AEP-Ohio is doing and ¢ontinues to be committed %  modification that would cause AEP-Ohio to file an
10  torelative to pridSMART, demand response programs, |10 MRO?
11 distrtbution reliability programs, environmental 11 A, We would have to consider any
12  investments, and economic development. 12  modifications the Commission might make in an order
13 Q. There's discussion in the testimony of 13 todetermine if it was material, Are there so many
14  the Wyandot solar contract. Are you familiar with 14 different elements of the plan to consider that
15  that contract? 15  there's not a single provision that might trigger
16 A. Somewhat. 16  that kind of a response.
17 Q. Will AEP-Ohio's costs related to that 17 (). Can you provide an example of a
18  confract be recovered through the alternative energy 18  nonmaterial modification that the Commission would
19  rider? 15  make?
20 A. That's my understanding. 20 A. No. Apain, there are so many provisions
21 Q. Do you know whether cost recovery for 21  that need to be considered in any modification to the
22 that contract will also be included in the FAC rider? 22 plan. But, in general, the overall outcome for the :
23 A. Yeazh The overall -- yes, I do. The 23 company needs to be considered under that modified
24  overall approach is to separate those contracts into 24  plan.
20 (Pages 77 to 80)
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1 Q. Well, if the Commission approves the plan 1  thatinstance?
2 as filed except it reduces the POLR charge from $2.84 2 A. My understanding is that we'd have the
3 to §1, would that be a material modification? 3 option to file a different ESP, :
4 A. Tdon't know. We'd have to look at all 4 Q. Okay. Atany time has AEP-Ohio :
5  of the impacts of such a modification, 5  considered filing an ESP that obtains standard
& Q. Practically, how do you do that? What 6  service offer generation using a competitive bidding
7 does that mean, to look at the impacts? 7 process?
B A. Td have to understand the financial 8 MR. NOURSE: I object to the relevance
5 implication relative to this plan and the overall % and to the executive deliberative process as well as
10 business conditions and make that determination. 10  attorney-client privilege as to what other filings
11 Q. Would that review take into consideration 11  we've contemplated.
12  the total revenue flow generated by the ESP as 12 Q. If1can ask vou, I want you to answer
13 modified by the Commission? 13 that question, but to Steve's objection of
14 A, The review would include a total 14  attorney-client privilege I don't want you to tell me
15  financial analysis of the modification of the plan. 15  anything that was discussed with counsel that would
16 Q. Would it also include a consideration of 16  be privileged.
17  the projected impact on AEP-Ohio of using an MRO? |17 MR. NOURSE: By him.
18 A. The decision to file an MRQ, is that the 18 ME. LANG: Right.
19  question, would it include that analysis? 19 A. Can you repeat the question, please?
20 Q. Yes. 20 MR. LANG: Can you help me out, Maria?
21 A, Of course. 21 {(Record read.)
22 Q. And so that's, to be specific, the 22 A. Not to my knowledge.
23 decision'as to whether a Commission modificationis |23 Q. If the Commission approves the ESP as
24  material would also include a comparison to the 24 filed but changes your nonbypassable generation
Page B2 Page 84 [
1  altemnative which is an MRO; is that correct? 1 related riders to bypassable generation related
2 A Yes. 2 riders, would that be a material modification?
3 Q. But as of today the financial impact of 3 A, Again, we'd have to look at the totality
4 an MRO has not been determined by AEP; that's 4 of the modifications to the plan, and I can't provide
5  something you haven't Jooked at, correct? 5  specific reactions to individual components of the
6 A, That's correct. It would have to be 6  plan and what response that might trigger.
7  analyzed in the context of the overall business 7 Q. Have you run any financial projections of
8  environment. 8  the impact on AEP-Ohio of having your generation
9 Q. In that case how can you say that 9 related riders proposed in the ESP be bypassable as
10  AEP-Ohio intends to file an MRO if the Commission 10  opposed to nonbypassable?
11 materially modifies the proposed ESP when you don't 11 A, 'We nun analysis of the total business and
12  know what the financial impact of an MRO is? 12 consider all -- a number of factors including the
13 A, If the ESP is modified in a way that is 13 recovery mechanisms and how they might work, and any
14  clear that the ESP framework is not desired, then the 14 specific detail, I'm not able to present or respond
1s  MRO s the only other option. 15  fothat in terms of what that might look like.
16 Q. Is it your understanding that if the 16 Q. 1 think still on page 18 at lines 16 and
17 Commission materially modifies the ESP, so they would |17 17 you have a statement that "Substantial investment
18  issue an order saying we approve this but with these 18  isneeded in order to maintain and replace AEP Ohio's
19  modifications, and you view those modifications to be 19  generation assets into the future.” Do you agree
20  material, that AEP-Ohio's only other option in that 20 that that substantial investment can occur under an
21  instance is to — only option in that instance is to 21 MRO?
22  withdraw the ESP and file an MRO? 22 A. It really depends on the terms of the
23 A, No. 23 MRO.
24

Q. What other option would AEP-Ohio have in

24

Q. Is the difference between recovery under
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1 an ESP and recovery under an MRO that under an ESP | 1 A. That analysis would require -- the answer
2 the risks of those costs is on ratepayers versus 2 tothat would require an understanding of the market,
3 under the MRO the risk is on vour shareholders? 3 the term of the investment, and how you view the
4 A. Not necessarily. There are entirely 4 market, so it's impossible to answer that.
5  different planning frameworks that exist under 5 Q. Well, is it impossible to answer or does
&  regulatory regimes that provide for longer term 6 it depend on having those reliable price forecasts of
7  certainty versus the market framework. 7  what the markei will allow you to recover in terms of
8 Q. Do you agree that under an ESP the risks 8  costs?
9  of the cost recovery for this generation investrment 9 A. I guess that's what I'm saying. It
10  that you reference here is a risk that will be borne 10  depends on your view of that market, of return.
11 by your ratepayers through the nonbypassable charges? |11 Q. Is AEP-Ohio today recovering a portion of
12 A, And what do voumean by "risk"? I'm not 12  its generation costs through offsystem sales?
13 sure [ understand the relative risk that you're 13 A. Yes, that's my understanding.
14  describing, 14 Q. Do you know what percentage of its
15 Q. The nisk that's associated with cost 15 generation costs, say over the last year, are
16  recovery for those assets. 16  recovered through off-system sales?
17 A. Compared to? 17 A. Tdon't recall.
18 Q. Compared to not having guaranteed cost 18 Q). Do you have a general understanding of
19  recovery throngh nonbypassable surcharges. 19  the percentage? Can you provide a ballpark or a
20 A. The distinction is that that may 20 range?
21  determine whether the investments are made, and the 21 A. Yeah, over the last year?
22 alternative being a market with volatile pricing 22 Q. Yes,
23 provides a very different risk profile to both the 23 A. Meaning the last 12 months?
24  jinvestor and the customer. 24 ). Last 12 months, or last financial quarter
Page 86 Page 88
1 Q. Under a market is it your understanding 1 ifthat's easier for you.
2 that the risk of cost recovery is shared by 2 A. Tdon'trecall. I'm sure it's publicly ;
3 ratepayers and AEP-Chio's sharcholders? 3 available, [ just don' recall. ‘
4 A. Tt depends on how that market functions. 4 Q. With regard to the timely and certain
5 Q. Why is that? 5  recovery of generation investments, how is AEP-Ohio
8 A. The marginal cost can be much higher -- &  obtaining that timely and certain recovery through
7  the marginal cost can be much higher than a long-run, | 7  the proposed ESP?
8  average cost under a market framework so there's 8 A. The overall pricing provisions of the ESP
9 volatility for both sides, the customer and the 9  set the framework for recovery at least during the
10 investor. 10 period, and for any rider that might provide for
11 Q. Does AEP-Ohio have above average 11  nonbypassability over the life of the investment it
12  environmental compliance costs as compared to the 12 certainly provides more certainty over the term of
13  market as a whole? 13 that investment.
14 A, 1don't know. 14 Q. Isit your understanding that AEP-Ohio
15 Q. Do you know whether AEP-Ohio is more 15  would be able to recover its renewable and advanced
16 likely to recover its environmental compliance costs 16  energy compliance costs through an MRO?
17  inan ESP as compared to an MRO? 17 A, Yes ;
18 A. The difference between an ESP and an MRQ |18 Q. Would AEP-Chio be able to recover those
19  changes the investment planning, so the recovery 15  renewable and advanced energy compliance costs ‘
20  question is dependent upon -- the recoverability is 20  through an ESP that included a competitive bid
21 dependent on the investments you decide to make. 21  process as proposed by FirstEnergy Solutions in this
22 Q. Is it more likely that AEP-Ohio will shut 22 case?
23 down higher cost generating plants if they proceed 23 A. I'mnot familiar with FirstEnergy

]
||

with an MRO as compared to the proposed ESP?

24

Solutions’ proposals.
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1 Q. Let me ask you generally if the ESP did i A. That's my belief that that would happen.
2 include a competitive bid process, would AEP-Ohio 2 Q. And on what is your belief based?
3 still be able to recover its renewable and advanced 3 A. Observing the behavior of investors in
4  energy compliance costs? 4 electricity markets,
5 A, T'would hope so. 5 Q. 'What are the factors that drive those
6 Q. You would expect that what's proposed is 6  investors to support generation investments in Chio?
7 the AER rider would continue regardless of whether 7 A. Which investors?
8  you have an MR or you have a competitive bid 8 Q. The investors that you just referred to
9  process, correct? % that I think you believe will not invest in ,
10 A. 1 don't know how we would structure the 10 generation investment. g
11 pricing components in an MRO, but I would expect some {11 A. What are the factors that drive their i
12 mechanism for recovery. Those costs would be 12 decisions?
13 included in an MRO. 13 Q. Correct.
14 Q. In your testimony you discuss risk 14 A. The ability to attract capital funding
15  factors that could lead to a loss of generation 15  sources and the ability to earn an appropriate return
16  investmentin Ohio. [ want to ask you a couple of 16  onthose investments relative to the pricing signals
17  questions about that. When you're talking about a 17  that the market sends them or that regulation sends
18  loss of generation investment in Ohio, are you 18  them :
19  specifically discussing or are you limiting your 19 Q. TIs the return primarily driven by energy g
20  testimony to loss of generation investment by 20  pricing and capacity pricing in the PYM market?
21  AEP-Ohio? 21 A. The retum to investors that participate
22 A. 'Which passage are you citing? 22 only in that market?
23 Q. I'm speaking generally of your testimony, 23 Q. Yes. :
24 but on page 23 you do discuss loss of generation 24 A. Tt might be, '
Page 90 Page 92
1  investment, 1 Q. T'dsay to the extent that investors are
2 A. Soif you're referring to line 4, ves, it 2 considering building a new generating facility in
3 says "AEP Ohio's generating assets." 3 Ohio would they be looking at the regional pricing
4 Q. Is your testimony providing opinion on 4  that's in the PJM market for energy and capacity?
5 loss of generation investment in Ohio by anyone other 5 A. That's my understanding of what they
6  than AEP-Ohio? 6  would look at.
7 A, The general point is that the market 7 Q. Are you familiar with the generation
8  signals investors in a very different way than the 8  ivestment that FirstEnergy Solutions has made in
9  regulatory framework we're proposing, and we see very 9  Ohio over the last five years? -
10  different investment profiles, and you may seea 10 A. No. :
11 difference in how AEP-Qhio invests under a market 11 Q. When [ refer to AEP-East, are you
12 framework because of the volatility and uncertainty 12  familiar with that term, AEP-East?
13 that that presents both for customers and for the 13 A. That term at AEP means the operating
14  company. 14  companies that operate in Ohio, Indiana, Kentucky,
15 Q. So under a market do you have a, isita 15  Michigan, West Virginia, Virginia. ;
16  different structure or a different approach to 16 Q. Are you aware that AEP-East as of today |
17  generation investment that occurs in Ohio? 17  has a substantial reserve margin? :
18 A. It's driven by the market framework that 18 A. Thave looked at those reports. {am
19  aftracts investment which is generaily the wholesale 12  aware that we have a reserve margin. 1 don't know
20  marketplace. 20  what you mean by "substantial.”
21 Q. And have you conducted an analysis or 21 Q. Are you aware that the reserve margin ig
22 have you had someone at AEP-Ohio conduct an analysis |22 a multiple of the reserve margin required by PIM?
23 showing that market signals will result in a 23 A. No.
24 significant loss of generation investment in Ohio? 24 Q. Would any new generating plant invested
T T ———T T T T T R R T e e T ——
23 (Pages 89 to 92)
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1 in Ohio today make off-system saies and receive 1 Q. In Ohio,
2z revenues from off-system sales? 2 A. Again, to the extent that the legacy :
3 A. It's impossible to determine that. 3 rates had any of that built in, ves, but there's not
4 Q. Why is that? 4 adynamic sharing mechanism in Ohio today.
5 A. That's a long-term planning issue and 5 Q. With regard to that legacy component,
&  you'd have to look at supply and demand over the 6  what AEP-Ohio witness would know the details of how |
7 period of the investment from when it comes online { 7  thatlegacy component works and how off-systemsales |
8  till over the life of that investment. So today's g8  arein that legacy component? :
9  position may not necessarily - today's relative 9 A. Tdon't know that we have a witness that
10  position may not necessarily be the same. 10  has that expertise, but if so it would likely be
11 Q. Is that dependent on the reserve margin 11  Mr. Roush or Mr. Nelson.
12 atany particular time? 12 Q. How do you come by that knowledge that
13 A. Is what dependent on it? 13 the base generation rate includes some element for
14 Q. Whether the company is making off-system 14  off-system sales?
15 sales. 15 A. From internal discussions in a very
16 A. Ibelieve that would be one of the inputs 16  general Sense.
17  inthat. 17 Q. Do you remember who in particular told
18 Q. Does the company make a higher amount of |18  you that?
19  off-system sales if its reserve margin is higher? If (19 A, No,Idon't
20 it has a lot of reserve capacity. 20 Q. Do you know whether Michigan requires an
21 A. Asa general matter [ would believe that 21 offset for profits from off-system sales?
22 would be the case, yes. 22 A. 1don't know the Michigan framework.
23 Q. To date has AEP-Ohio been required to 23 Q. Do you know whether Indiana does?
24  share the margins of off-system sales with Ohio 24 A. Tdon't know the other states besides :
Page 54 Page 96 |
1 customers as part of its SSO pricing? 1 Ohio. :
2 A. Meaning under the current —- 2 Q. Okay. West Virginia, any knowledge with
3 Q. Under the current plan. 3 regard to West Virginia?
4 A. —ESP? It's my understanding that 4 A. Same answer. It's my general
5  legacy rates have those credits built in, but there's 5  understanding that there are sharing mechanisms, but
6  no dynamic sharing mechanism built into the current 6 I don't know the specifics of other states that have
7 rate schedules. 7 atraditional regulatory framework.
8 Q. How do legacy rates include the sharing B Q. Now, as a result of federal environmental
8  of off-system sales? 9  policy, this has certainly been in the news a lot, as
10 A, Tt's my understanding that the most 10  aresult of federal environmental policy AEP plans to
11 recent base rate cases that were the legacy starting 11  shut down several plants including plants that are in
12 point for today's rates did include sharing. 12  Ohio; is that correct?
13 Q. So that would be back in the 1990s? 13 A. Plants that are owned by Columbus
14 A. Yeah. Probably 20 years ago, veah. 14  Southern Power and Ohio Power, yes.
15 Q. So for off-system sales made today by 15 Q. With regard to the plants in Ohio, during
1§  Ohio Power are you saying that the base generation 16  the term of the ESP period what plants are planned to
17 rate shares some portion of the profit that AEP 17  be shut down during that ESP period?
18  makes -- that Ohic Power makes on that off-system 18 A. We announced a compliance plan in June, [
19  sale, shares that with SSO customers? 19 don't remember all of the specifics, but the Kammer
20 A. No. I'mnot being that specific, 20  plants that are in West Virginia, but they're Chio
21 Q. TIs any percentage of the off-system sales 21  power plants, three units there, Pickaway, Sporn, a
22 that Ohio Power makes today shared with S50 22  couple of Sporn units, and Muskingum. Muskingum
23 customers? 23 River is actually proposed to be repowered under that

8]
A

A, In Ohio.
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1  one of the -- from memory, I believe one of the 1 A. That's the general conceptual framework
2 Conesville units. 2 forit, yes. ;
3 Q. The Muskingum plant, repowering with 3 Q. The plants that have been -- the plants
4 natural gas, does that -- by repowering with natural 4  that AEP-Ohio has identified as saying that it will
5 gas does that result in lower operating costs for the 5  close over the next few vears during the ESP period,
&  plant? 6  does closure of those plants depend upon Commission
7 A, We would only do it if it provided for an 7 approval, Public Utilities Commission of Ohio b
8  economic resource, g8  approval, of the proposed ESP? ’
9 Q. So the angwer is yes, it results in -- 9 A. The closure, the plants that -- are you :
10 A. [Lower than what is what -- I don't 10  referring to the plants that were announced relative :
11 understand what you're comparing it to. 11 tothe EPA rules? '
12 Q. Lower than current costs, 12 Q. Correct. The plants that you just listed
13 A. T don't know that. 13 for me, Pickaway and the others.
14 Q. Okay. 14 A. No. Those determinations are relative to
15 A, It's a forward-looking projection about 15  proposed rules made by the U.S. EPA that are not
16 the options for that plant, not a comparison to 16  final in some cases, so it's an imitial assessment,
17  current operating costs. 17  aninitial compliance plan to make sure that the
18 Q. So repowering with natural gas would 18  proposed rules are fully understood.
19  result in lower costs than what you're projecting if 19 Q. 8o, for example, if the FCCR required in
20 it stays as a coal plant. 20  the ESP is modified by the Public Utilities
21 A. The options are to retrofit it or repower 21 Cominission, it's either rejected or say it's modified
22 itor retire it, and we're proposing the repowering 22  to make it bypassable, that will not effect AEP's
23 upder that framework believing it's the most economic |23 closure of those plants, correct?
24 approach. 24 A. No. Ididn't mean to imply that. We :
Page 98 Page 100 '
1 Q. Interms of the costs of that plant that 1 would have to understand the entire framework both on
2 you seek to recover in rates, will the total cost of 2 the EPA rules side and the regulatory side to make a
3 that plant decrease as a result of the repowering? 3 final decision about how to do that. Without kmowing
4 A. What do you mean by "total cost"? 4 all the various details it's impossible to say
5 Q. Both the fixed costs and the variable 5  whether the decision would change.
& costs of the plant, you know, the total costs of the & Q. So the plants that you just listed for me
7  plant. 7  that have been announced as will be closed, are you
8 A. Thaven't seen that precise of an 8  saying that's not a final decision as to whether they
9  analysis, but, again, this is a2 forward-looking 9  will be closed?
10  projection. Ihaven't seen it compared to today's 10 A. Tamsaying that for a number of reasons,
11 costs. That's the way I understand your question, 11  most importantly the environmental rules are not yet
12 that you're trying to compare it to today's costs. 12  final, so compliance with those rules is a key
13 Q. Well, aren't you doing a net present 13 determination. Closure, of course, is inevitable for
14  value on both sides of the analysis if you're 14  assets like that, it's just a timing question. So
15 repowering versus if you leave it as coal? 15  I'mnot saying they would never be closed.
16 A. And retrofit it, yes. 1s Q. Ifthe EICCR rider is approved on a
17 Q. And retrofit. 17  bypassable basis, 50 it continues as it exists today,
18 A. Yes. 18  all other things being equal, would the closure of
19 (. So you're comparing the net present value 19  those plants be more likely or less likely?
20  of'those three options. 20 A. Twould have to look at cach plant
21 A. Yes. 21  individually and understand the unique economics of
22 Q. And based on the net present value a 22 those facilities to be able to answer that.
23 determination is made that repowering as natural gas |23 Q. What is the impact of the EICCR on the

is the lowest-cost option, correct?
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1 plants and when to close those plants? 1  involved, but | don't do the direct economic analysis
2 A. I'want to make sure [ understand. You're 2 that drives that decision. )
3 still talking about the plants we announced the plan 3 Q. Will AEP-Ohio derive cost savings from 5
4  toretire relative to the EPA rules. 4 shutting down these plants?
5 Q. Plants that have been publicly announced, 5 A. Perhaps. ;'
&  correct. & Q. Will the plant retirements lead to
7 A. We have not said that the environmental 7 increased market pricing?
8  retrofit option applies to all of those plants, so 8 A. Idon't know.
9  thatrider is not necessarily a determining factor 9 Q. Have you seen any AEP-Ohio projections of
10  in whether it's bypassable or nonbypassable, itsnot |10  the impact of the plant closures on market pricing?
i1 even necessarily a relevant factor because some of 11 A, No. :
12 those plants are simply closing earlier than they 12 Q. Do you have a belief as to whether -- do i
13 would have otherwise closed due to the rules. It's 13 youhave a belief as to how shutting down the plants :
14  nota question of whether or not to retrofit. 14 will affect the market pricing either for energy or
15 Q. Gotit. 15  capacity?
16 ‘What impact does the approval of the FCCR |16 A, In general. T would imagine that if you :
17  rider have on that decision-making process, stiil 17  take capacity off the grid and it's not replaced, you ';
18  talking about those publicly announced plans? 18  would see a shift in fundamentals of the market, but :
19 A, Very little in terms of the actual 12 Idon't know the specifics of these plants and how :
20 closure process. We simply present that as a fair 20  this might or might not change the market pricing.
21  and reasonable way to recover the cost of plants that |21 Q. If market prices increase, will AEP's :
22 have for their life been dedicated to serving Ohio 22 remaining plants benefit from increased revenues from |
23 customers. 23 off-system sales?
24 Q. Are most of the plants -- first of all, 24 A, It's not clear that there would be :
Page 102 Page 104 |
1  are all the plants that have been announced for 1 off-system sales so, I mean, there's a complex change
2 closure coal-fired plants? 2 in the fundamentals as that happens, so that's not
3 A. Yes. 3 obvious to me that that would be the case.
4 Q. Are the plants that have been announced 4 Q. And, again, that's not something that
5  for closure to be shut down, are they plants that 5  you've prepared, you've run projections or seen
6  are, in the AEP portfolio, higher-cost plants? 6  projections on what impact that would have?
7 A. Idon't lmow in general whether that's 7 A. No.
B true. It's more about the age and the natural 8 Q. At page 23 of your testimony, I'm still
9  retirement cycle and this is about accelerating - S  onthe same topic --
10  that announcement was more about accelerating 10 A, Okay.
11 retirement versus the economics of each of the units |11 Q. —toward the bottom, lines 18 and 19 you
12 inthe sense that you asked the question. 12 refer to nonbypassable recovery of certain
13 Q. Do you lmow what the phrase "top of the 12 investments that would not be likely without such
14  stack” means? 14  assurance of recovery, and by "assurance of recovery"
15 A. Generally, yeah. 15  you're referring to the riders, the nonbypassable :
16 Q. Are most of these plants that have been 16  riders. g
17  announced for closure at the top of the stack? 17 A. That's correct. :
18 A. Idon't know. 18 Q. When you say that recovery would not
19 Q. As President of AEP-Ohio were you 19  be -- that recovery of the investrnents would not be
20  involved in the decision-making process with regard |20 likely without those nonbypassabie riders, why do you
21 toclosure of the plants or was that done at AEP 21  saythat?
22 corporate? 22 A. My understanding is the market mechanisms
23 A. That function is performed by corporate 23 that would be the alternative framework for analyzing
24  planning groups. Was linvolved? I'm aware and 24  those investrnents are very shortsighted and volatile
26 (Pages 101 to 104}
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Page 105 Page 107 |.

1 and it wouldn't provide the same level of support 1 new mechanism that would aliow for analysis of

2 that — for such a long-term investment that this 2 investments with long-term cost based recovery as an

3 regular framework might. So you just see very 3 alternative to market based incentives to invest.

4 different investment decisions, short-term, long-term 4 Q. I'msorry. I'mstill trying to

5  trade-offs that you make under the two different 5  understand your opinion that the market would -- that

6  approaches to analyzing those investments. 6  it's not [ikely that the market would allow cost

7 Q2. Does it depend on the enetgy and capacity 7  recovery. You said it's possible that you could

8  pricing that the market will provide over the long 8  recover more than your costs under the market. What

2 term? 9 s the basis for your opinion that it is not likely
10 A. Oneither side? Is that the question? 10  that would you recover those costs? .
11 Q. Interms of seeking recovery through the 11 A. The statement is that the investments
12 market, 12 would not be likely without such assurance because
i3 A. Yes. Yes. 13 the market sends a different volatiie shorter term
14 Q. And you referred to market pricing as 14  signal, much less certainty in the marketplace. Only
15  short term and volatile. 15  if you can receive the higher prices during high
16 A. Yes. 16  market price periods can you offset the volatility or
17 Q. But the -- recovery of generation costs, 17  the risk that you see in the marketplace.
18  don't you agree that you have to look at what the 18 Q. So when you're saying the investment
19  long-term market prices will be, not what the 19  would not be likely, are you referring to investment :
20  ghort-term price will be, because the issue is 20  from the, I guess what's generally referred to ags the :
21 whether you're recovering your costs over the long 21  capital markets? :
22 term? 22 A. Sure. Yeah. :
23 A. You have to look at the framework under 23 Q. Have you had discussions with
24  which you recover those investments, and we're 24  institutions or individuals in the capital markets to

Page 106 Page 108 [

1 proposing for certain types of investments a 1  determine that these investments would not be made

2 nonbypassable recovery that's very different than the 2 under a market based approach to cost recovery as

3 market. The market provides risks and rewards very 3 compared to the ESP?

4 differently than regulation does. 4 A. Ihaven't reviewed specific projects and

5 We're simply saying you might make 5  specific investments with the investment community.

6  different decisions in the marketplace. It doesn't &  It's more a general sense based on what I've observed

7  mean they're uneconomic decisions either way, butthe | 7  and what T've heard from talking to the investment

8  owners of those resources see the higher prices 8  community about the different viewpoints in pure

9 during high market periods and see lower prices 9  marketplace versus pure regulation, it's just a
10  during the low market periods, whereas under this 10  differemt framework.
11 framewark you see a steady price, you see a steady 11 Q. Is the investment community, to your
12 return. So it's just a different way of analyzing 12 understanding, interested in only investing in the
13 the investment. And you get -- I believe you would 13 most economic, you know, the most econormic
14  sce different results. 14 investment? :
15 Q. And it's possible under market pricing 15 A. 1think the investment community is
16  over the long term you could recover more than your |16 interested in seeking the right risk/reward based on .
17  costs, cotrect? 17  the projects they're investing in. S0 it's not as '
18 A, It's quite possible, yes. 18  simple as the most economic. It's a risk-reward
19 Q. Now, your opinion here that it would not 19  correlation.
20 be likely that you'll recover those investments, is 20 Q. If all of AEP-Ohio's generating units are
21 that based on your analysis of long-term energy and 21  taken to market as opposed to getting cost recovery
22 capacity prices? 22 through an ESP, is the investment community less
23 A, This isn't referring to specific 23 likely to invest in the higher cost generating units
24  investments. This is discussing the creation of a 24 of AEP-Ohio?

27 (Pages 105 to 108}
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Page 109 Page 111}

1 A. 1don't know. 1 would be exploring building solar resources in Qhio? |-

2 Q. Ifit's more economic to shut down a 2 A. Does what also hold true? :

3 plant as opposed to spending $500 million for 3 Q. That they would decide to build solar

4 environmental compliance, you know, environmental 4 resources depending on whether their customers will [

5  compliance improvements, is it your understanding 5  pay forit?

&  that the investment community would invest in that 6 A. Twould think so.

7 $500 million investment? 7 Q. When you say whether the custorners will

8 A. It depends on the structure of the 8  pay for it, is there an assumption that the cost for

9  marketplace in which you make that investment, 9  those solar resources is higher than the general cost
10 . When you refer to "certain investments" 10  for generation?

11 here again in your testimony, that's page 23, line 11 A. Tthink that assumption was built into

12 18, what are the certain investments? Are you 12 your question that T answered.

13 talking only about investments in environmental 13 Q. Just wanted to make that clear that we

14  compliance or other things? 14  had the same assumption.

15 A. No. That would be -- that's separate in 15 A. Yeah,

16  the statement from environmental. The nonbypassable (16 Q. Do you agree that currently recovery of ‘

17  recovery of certain investments that would not likely {17  compliance costs for renewable energy must be !

18  be made without such assurance refers to generation, (18  bypassable?

1%  new generation investments, genetation resource rider (19 A, No.

20 for example that underpins the Tuming Point Solar 20 Q. What do you know about the Black model

21 project. 21 thatis used in this case with regard to the POLR ‘

22 Q. Okay. So the reference to "certain 22 charge? ‘

23  investments" there is a reference to investment in 23 A. What do | know about it? :

24 pew generation in Ohio, 24 Q. Yes, sir. ;
page 110 Page 112 |

1 A. That's one of the things it can refer to, 1 A. That it was developed as a way to value :

2 yes. 2 options.

3 Q. Isit generally new investment in Ohio or 3 Q. Do you know how it was utilized in this

4  new investment in renewable energy facilities? 4 case with regard to the POLR rider charge requested

5 A_ It's penerally new investment in Ohio. 5  in this case? o

€  It's not limited to renewable. 6 A. 1have a general understanding of how *

7 Q. Without state support and regulatory 7 Witness Thomas used that model.

8  support for renewable energy investment in Ohio would 8 Q. What is your understanding?

3 it get built? 9 A. That it looks at the standard service
10 A It 10 offer price relative to the market and the volatility
11 Q. Renewable encrgy. Renewable energy 11 of the market and compares those and determines what |
12 resources. 12 the value is to the customer of the right to switch
13 A. Inmy mind that's a complex question, and 13 between the two according to the switching rules that
14  there are many different renewable sources and some 14 areinplace.

15  might be economic, some may not work in the current 15 Q. Isit your understanding that the closer '
16  market framework, so it's -- 16  the market is, the market price is to the standard :
17 Q. Without state support and regulatory 17  service offer price, the higher the resulting POLR
18  support for solar projects in Ohio would they get 18  charge? :
19  buwlt? 19 A. That's my understanding of how the option :
20 A. To the extent that there are customers 20 value model works, yes.
21  interested in having those resources available to 21 Q. When you're conducting the ESP versus MRO |,
22  them and willing to pay for that, it might pet built. 22  comparison, do you understand that one component of |
23 Q. And does it also hold true for 23 the MRO comparison is the current standard service
24  competitive retail electric service suppliers who 24 offer price?
28 (Pages 109 to 112)
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Page 113 Page 115 |
1 A. Blended in each year? Yes -- 1 Q. You have a conference paper attached to
2 Q. Coarrect. 2 your testimony.
3 A. --ldo. 3 A. On the CCS test?
4 Q. Do you understand that a component of the 4 Q. Yes.
5  current standard service offer price is the existing 5 A. Yes.
6  POLR charge that's in effect today? 6 Q. This is about the CCS project of the :
7 A. Are you asking how Laura Thomas presents { 7  Mountaineer plant, correct? :
8  thetest? Are you asking if I understand that's how 8 A. Correct.
9  she presented it? 9 Q. Isthis a paper that you prepared or that
10 Q. Ican focus it on that if you'd like to. 10  you were involved in preparing?
11  Yeah, do you understand that that is -- that she 11 A. No. The authors are listed in the
12 includes in that part of the MRO blend, when we're {12 beginning. I was not involved.
13 talking about the standard service offer price, she 13 Q. Do you have firsthand knowledge of the
14  includes the current POLR charge? 14  facts contained in the report?
15 A. That's my recollection, yes. 15 A. T'veread the report. Idon't have
16 Q. And it's your understanding that it is 16  firsthand knowledge of the underlying details.
17  not something that she did in January when the 17 Q. Isit correct that this, the CCS project
18  testimony was originally filed, is that correct? 18  at the Mountaineer plant, is now on hold?
19 A. T don' recall that change. 19 A. Yes.
20 Q. Are CRES providers subject to the same 20 Q. Do you know for how long it will be on
21  renewable energy compliance standards to which 21 hold?
22  AEP-Ohio is subject? 22 A. No.
23 A. Tbelieve they are. 23 Q. Are there any expectations as to
24 Q. At page 36 of your testimony you deseribe |24 whether -- as to how long the project will be on
Page 114 Page 116
1 the significantly excessive earnings test, or SEET, 1  hold? ‘
2 as an additional risk. 2 A. Not that I'm aware of.
3 A, Yes. 3 Q. Isitpossible that the project will be
4 Q. Would corporate separation of the 4 on hold for some period of time and then would be
5  distribution and the generation functions of AEP-Ohio 5  canceled?
€  alleviate the SEET problem for AEP-Ohio? 6 A. Tmsure it is, yes.
7 A. Legal separation? 7 Q. AEP's January filing includes a rider to
g Q. Yes. 8  recover part of the costs of this project. Because
9 A. Timagine it would. I suppose it depends 9  of AEP's announcement that the project is on hold is
10 on the framework of the rate plan as well. 10  AEP still seeking that rider, that CCS cost recovery
11 Q. Is one of the purposes of the merger 11  rider, to be included in the ESP or is it no longer
12 between Columbus Southern and Ohic Power to eliminate |12 needed?
13 orreduce this risk of the SEET review? 13 A. We have not modified the application.
14 A. It's one of the results by recognizing 14 Q. Soyou're still asking the Commission to
15 that we operate on an integrated basis and the 15  approve that rider to recover these costs,
16  eamings of the two companies are interdependent. 16 A. Yes. We have not modified the
17  The current statute doesn't provide for that 17  application.
18  recogrition, 50 certainly the merger would help 18 Q. Isit possible at this time that AEP-Ohio
19  alleviate that asymmetry in AEP-Ohio's business 19  will still incur costs related to this project that
20 model. 20 it would include in the rider during the term of the
21 Q. So your testimony is that's not one of 21 ESP period?
22 the factors driving the merger, but it is a benefit 22 A. Tsupposeitis.
22 of the merger. 23 2. Do you have an estimate at this time of
24 A. It's ane of the outcomes, ves. 24 what those costs could bc that would be 1nc1uded in
29 (Pages 113 to 116)
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Page 117 Page 1195
1 thatrider during the ESP period? 1 Generation Corporation, Constellation, RESA, Conpete
2 A. No. 2 Coalition, and P3.
3 Q. A question I wanted to go back to, we 3 A. Okay.
4  were talking about the RSR rider, the rate security 4 Q. Ihope you got all those.
5  rider. 5 1 just want to start off, if we could,
& A. Sure. 6  and turn you to page 11 of your testimony. Are you
7 Q. [I'd asked you about the percentages that 7 at that point?
8  are offered because it's -- are you familiar with 8 A. Tamatpage 11, yes.
%  that rider where it starts out at a 15 percent 9 Q. At the top of page 11 you state here
10  discount and then drops to a 10 percent and 10 that, you reference a couple different Corrmission
11 eventually drops to zero in the last year? 11  cases and you state that these cases are -- that "The
12 A. Yes. During the extension period. 12  riders the witnesses are sponsoring in this case help
13 Q. During the extension period. 13 ensure the recovery of prudently incurred costs, and
14 A. Yes. Yes. 14  are consistent with other Ohio utility riders that
15 Q. Can you tell me how the level of those 15  arein existence today." Is that a correct reading?
16  discounts were developed for the rider? Why did you |16 A. That's correct.
17 start with 15 percent and then drop to 10 and go 17 Q. Now, looking at this first case, which is
18  through that flight path? 18  case number 07-478-GA-UNC, can you explain briefly |
19 A. I'mnot aware of an underlying cost basis 19  what this case was about? :
20 orany such mechanism if that's what you're asking. 20 A. Idon't have familiarity with the details
21 It's simply an economic development tool that we 21  of that case. :
22 think is important to have throughout our service 22 Q. But would you agree with me that this ¢
23 territory to help manufacturers in particular who are 23 case involved replacing distribution equipment for
24 capital intensive and energy intensive have a 24 _safety reasons?
Page 118 Page 120}
1  framework for making decisions about continuedand | 1 A That's what I indicate here, it's to
2 sustaiped investment in Ohio. 2 support Columbia's riser replacement.
3 Q. So you said it doesn't have a cost basis. 3 Q. Okay. And are you aware that this case
4 Does it have a market basis to the extent that you 4  involved utility customer deaths; that that was part
5 would have - 5  ofthereason?
3 A. Ne. 6 A, That it involved, I'm sorry, I didn't —-
7 Q. -—reviewed market pricing? 7 Q. Utility customer deaths, that was the
8 A, No. No. It was just an offer that's 8  reason they had to go through and -
9  there as one more tool to make investments in 9 A. No. I'wasn't aware of that.
10 AEP-Ohio's service territory. 190 Q. Okay. Looking at the next two cases that
11 Q. Is one of the AEP-Ohio witnesses, were 11 you have here, is it true that these cases are
12 they the person that was responsible for developing 12 collecting distribution related expenses?
13 the RSR starting with the 15 percent and declining 13 A. The next two --
14 over time? 14 Q. We have 10-388-EL-850 and 09-543-GE-UNC,
15 A. Yeah, David Roush is who presents that. 15  these are, again, distribution related.
16 MR. LANG: Okay. Those are ali the 18 A, Yes, much like the distribution
17  questions I have. I thank you for your answers. 17  investment rider that we propose in the ESP.
18 THE WITNESS: Thank you. 18 Q. Okay. Now going to page 7 and 8 of your
19 ——- 12  testimony, the question at 7 and starting at the top
20 EXAMINATION 20 of page 8, 1s it your opinion that no one could build
21 By Ms. Kaleps-Clark: 21 apower plant in Ohio unless there was a ratepayer
22 Q. A couple questions, 22 guarantee?
23 A, Okay. 23 A No.

24

Q. First, 'm here on behalf of Exelon

24

Q. That's not your opinion?
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Page 121 Page 123 |
1 A. No. 1 EXAMINATION
2 Q. Can you explain a little bit more about 2 By Mr. Maskovyak:
3 what you mean in this scction? 3 Q. Goed morning, Mr, Hamrock.
4 A. This bottom of page 7, is that what 4 A. Good moming,
5  you're asking me about? 5 Q. I'mJoe Maskovyak.
& Q. The top of page 8. 6 A. Hi, Joe.
7 A. Okay. I'm referring to the difference 7 Q. I'm with the Ohio Poverty Law Center,
B between a pure market based framework and a 8  I'mbhere on behalf of the Appalachian Peace and
%  regulatory framework in terms of the type of capital 9  Justice Network. I will try to be brief. Idon't
10  itattracts. 10  know that I can be that brief, but I will do my best.
11 Q. Okay. And earlier you discussed certain 11 My concerns are pretty much centered on
12 plants that would be refrofitted, repowered, or 12 low-income customers.
13 retired. Do you remember that discussion? 13 A. Sure.
14 A. Earlier in? 14 Q. As you might expect.
15 Q. Earlier today. 15 A. Yes.
16 A, Earlier in the deposition, sure, I do. 16 Q. Twould like you first to turn fo your
17 Q. And at this moment does AEP-Ohiohavean |17  testimony at page 10, if you will, and I'm looking at
18  estimate of the fotal cost that would be associated 18  vyour chart on page 10.
19  with that retrofit, repowering, and retirement of 19 A, Yes. -
20  those plants? 20 Q. TI'd like to direct you to the top
21 A. If you're referring to the envirommental 21 right-hand box across from your name. The third
22 compliance plan that we announced in June, there'san (22 bullet point talks about you being the witness for
23 approximate $2 billion worth of additional investment (23  economic development and low income support.
24 inthe AEP-Ohio fleet that might be required under at |24 A. Yes, :
Page 122 Page 124 |.
1 least the rules as we understood them at that point 1 Q. As far as | can tell you are the only
2 intime. Again, those rules are in flux and we wounld 2 witness who will be testifying regarding low-income
3 mneedto analyze that, 3 issues on populations; is that correct?
4 Q. Right. And is it AEP's plan to have 4 A. Yes, I guess that's correct. I'm
5  ratepayers guarantee to pay all the costs associated? 5  testifying relative to the Partnership with Ohio fund
6 A. With? &  proposal and that's what that reference is intended
7 Q. With the retrofit, repowering, retirement 7 toindicate,
8  of those plants. 8 Q. And there is no other witness who will be
9 A. Not necessarily, 9  addressing that issue?
10 Q. Eariier you had several questions on the 10 A, With the Partnership with Chio?
11  possibility of filing an MRO. Do you remember those |11 Q. Correct.
12 questions? 12 A, That's correct.
13 A. Ido. 13 Q. And the Partnership with Ohio is the
14 Q. If AEP were to file an MRO ip lieu of an 14 place to center on low income support issues.
15  ESP in this proceeding, when do you think AEP would {15 A, Yes. And I would suggest the overall
16  plan to file an MRO? 16  plan also provides economic development support which
17 A, ldon't know. 17  is important to low-income populations as well,
18 Q. You have no estimate on whern a good time 18 Q. When you use the term "low income
19 would be to do that? 15  support" as you do here, and I think you actually
20 A. No. Idon't know. 20 repeat that term in other places, what exactly do you
21 MS. KALEPS-CLARK: 1 think those are all 21 mean by that?
22 the questions T have. Thank you. 22 A. Support for vulnerable populations
23 THE WITNESS: Thank you. 23 throughout our service territory as defined by a

24

petwork of partners that we work with to support them

[ 3¥]
1
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) Page 125 Page 127 |
1 with food bank contributions, United Way 1 that would trigger that reaction if that's what
2 contributions. So we don't have a, necessarily have 2 you're asking.
3 any specific designation. We generally focus on an 3 Q. Yeah, I'mlook to see if you could give
4 index to the federal poverty guidelines as a target 4  me a specific example.
5 for that and would expect to continue to do that. 5 A No.
6 Q. And is the index to the federal poverty & Q. Okay. Allright. If we could turn to
7 guidelines sort of your guidepost as to how you 7 page 26, which is where I believe we will find the
8  direct investments today under the current ESP in the 8  majority of your testimony regarding the Partnership
9  Partnership with Ohio? % with Ohio and the investment in low-income programs.
10 A, Yes. We usc that as a reference point to 10  And, of course, I'm looking from line 1 down through
11 make sure that those investments go to the truly 11 line 20.
12 needy citizens across our territory. 12 A, Okay.
13 Q. Thank you. 13 Q. Starting with line 1, I'm sorry, starting
14 Why don't we turn to page 21. 14  with line 4, you say that AEP proposes continuation
15 A, Okay. 15  of the previous Partnership with Ohio fund on an
16 Q. And I'm looking at the bottom of the 16  increased level. Is this the same partnership that
17  page, the paragraph starting with line 19. 17  we talked about in the first ESP?
18 A. Okay. 18 A, Yes, it's the partnership — the programs
19 Q. There you talk about the ability 1o 19  that exist today. The approach we take today.
20 state -- the ability to fund low-income programs 20 Q. Andif I remember correctly, the
21 would have to be reevaluated if AEP goes to an MRO. [21  announced commitment in your testimony in the first
22 What does "reevaluate” mean exactly? 22 ESP was 75 million.
23 A. Under an MRO this whole proposal -- this 23 A. Yeah. This is referring to the final
24  proposal, the ESP proposal, all works together as a 24  commitment, not the announced commitment.
Page 126 Page 128
1  comprehensive package. It's not a - nothing in here 1 (). But the commitment here that you're
2 is a commitment to any alternative filing, and that's 2 talking about is the commitment for the new ESP.
3 all that really means. 3 A, That's correct.
4 Q. What is it about an MRO that would cause 4 Q. I'm looking backwards at the old ESP --
S5  aneed for reevaluation? 5 A. Right.
g A. 1don't know that there's anything 8 Q. --and I'm trying to establish that, ifI
7 specific to an MRO. The idea is that AEP-Ohio has to 7 remember correctly, it was 75 million, although it
8  be financially capable of supporting these kinds of 8  was intended to be divided among economic development
9  programs, 9  as well as low income support. Does that sound
10 Q. Would it be fair to say, then, that even 10  correct?
11 if you did go to an MRO, it would not preclude the i1 A. That's my recollection of the proposal.
12 possibility of low income support in parts of Ohio? 12 Q. And do you know if AEP has spent
13 A. That's a fair statement, yes. 13 75 million in the Partnership with Ohio fund?
14 Q. Would the same be true if the Commission 14 A. 75 million?
15  approves the ESP but modifies it? Would the needto |15 Q. Yes.
16  reevaluate still arise? 16 A, We have not spent 75 million.
17 A. Yes. Any modification would cause us to 17 Q. Do you know -- since the fund as it was
18  reevaluate the total package. 18  proposed in the first ESP was intended to be divided
19 Q. Good anticipation of my next question 19  among, again, economic development as well as fow
20  which is what are the kinds of modifications that 20  income support, do you know what portion has been
21 would cause AEP to find a need to reevaluate? 21  spent for the, T think as you called them, at-risk
22 A, We'd have to look at the entire spectrum 22 populations or low-income customers?
23 of modifications that the Commission might make, and |23 A. Yeah. This refers to the previously
24 there aren't any specific examples that I can offer 24 approved Parinership with Chio that was approved at
32 {(Pages 125 to 128}
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. Page 129 Page 131
1 $15 mmillion over the three-year term and that's all 1 Q. Can you give me an example?
2 that was approved from that -- all of it went to the 2 A. The Neighbor To Neighbor program is
3 Jow-income programs. 3 funded predominantly through the Partnership with
4 Q. And is AEP on target to spend the 4 Ohio funds and that's been on the order of 2 million
5 15 million? 5  orso each year during the plan year; that's my
3 A. It's my understanding that we are, yes. 6  recollection.
7 Q. And do you know what organizations 7 Q. You mean the --
8  currently receive funds for low income support under | 8 A. The amount of assistance.
9  the Partnership with Ohio in the current ESP? 9 Q. AEP provides 2 million as part of the
10 A. Tcan't offer a comprehensive list of the 10 Neighbor To Neighbor --
11  organizations, but in general the funding has goneto |11 A. That's right. That's the AEP match to
12 United Way agencies across the service territory, 12 customer contributions.
13 food banks across the service territory of AEP-Ohio, {13 Q. And can you remind me of how the match
14  and then also to certain applicants who deliver 14  works? [know that customers like myself donate and,
15 specific low income -- or programs for low-income 15  infact, have donated, and I know AEP does some sort
16  families across the territory, and that's on an 16  of matching contribution. Can you remind me of what
17  application basis and that's a smaller piece of the 17  the proportions are?
12 overall We generally rely on the programmatic 18 A. Idon'trecall if it's dollar for dollar,
15  infrastructure that's already there. 19 Ithink that's what it is, but we haven't limited our
20 Q. Do you have any examples of the last 20 contributions to matching only. It's predominantly
21 category that you just talked about where it's 21 funded by Partmership with Ohio. It's predominantly
22 application only? 22 funded by the company.
23 A. None spring to mind now, but there have 23 Q. So you're saying that even though it's
24  been a handful of those kinds of applications. I can 24 likely to be a dollar-for-dollar match AEP exceeds ¥
Page 130 Page 132 |
1 think of a camp that provides programs for inner-city 1  the amount of money that would normally come from a
2 children that apply for Partnership with Ohio funding | 2  dollar-for-dollar match,
3 and was awarded a grant as one example. 3 A. By far, ves.
4 Q. Is there a particular person within your 4 Q. Can you give me a sense of how much "by
5  organization who would have greater detail about 5  far" means?
5 this? 6 A. Thaven't seen that data lately. It was
7 A, Yeah, we have a committee that oversee - 7  probably a 10-t0-1, easily a 10-to-1, if not more in
8  about that last piece, about the specifics? 8  the first year or two. And we continte to promote
9 Q. T'was actually thinking about the -- 9 the Neighbor To Neighbor program.
10 A. The whole program. 10 Q. 1'd like to direct your attention down
11 Q. --the larger investment. 11  now a couple of lines, down at line 6 you talk abaut
12 A, Sure. 12  the investments that AEP proposes for the pending
13 Q. But that specifically, too, if in fact it 13 ESP.
14  is different. 14 A. Right.
15 A, No,it's not, Our Community Affairs 15 Q2. 6million in 2012, 6 million in '} 3, and
16  organization manages the details of these programs. 1  25in't4. Can you explain to me why the numbers
17 Q. And can you tell me who directs that? 17 shift downward in 20147 What happens then?
18 A. Dave Wheeler. 18 A. It's a part-year plan. So thisis
19 Q. Do you know, again in the current 15  essentially $500,000 per month across the term of the
20  partnership, whether there are any dollars used for 20 plan
21  any programs to assist customers in paying their 21 Q. Because it ends in May.
22 utility bills or, especially their electric bills, 22 A. Itends in May of '14, yes. That's all
23 who are struggling to make payrents? 23 itis.

24

A. Yes. Yes.
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Q. And if I understand correctly, unlike the
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Page 133 Page 135 |;
1  previous partnership, these dollars are dedicated 1 Q. So it would be whatever more likely -- .
2 only for low income support, not for economiic 2 whatever number or percent that the Commission comes |-
3 development. 3 up with versus the comparable group that would be --
4 A. That's correct. 4 A. No. No. No.
5 Q. Okay. However, again, | know that we've 5 Q. Okay.
6  addressed this previously earlier, the money's 6 A, Idon't see it that way. I think we'd
7 contingent on AEP earnings and it's connected to the 7 have to reevaluate under a framework like that what
8  SEET. 8  the trigger might be. There's a very simple reason ‘
9 A. Yes. 9  for this: It's an accounting issue. If yon
1o Q. Can you run through for me how that would |10  designate this at the beginning of a plan, you :
11 work? 11 actually have to record that liability at that point
12 A. Each year when we decide whether to fund 12  intime. So this is simply a way to not have to - ;
13 that program, we look back at the prior year's SEET {13 that's the only motivation behind this, it's simply a \
14  determination and whatever the mean ROE of the 14  way to not have to recognize the full three years
15  comparable group is sets a threshold, If AEP-Ohio's {15  worth of contributions at a single point in time.
16  ecamings were at or above that threshold, then this 16 Q. By virtue of your last answer is it
17  funding would be available. 17  possible to assume that AEPF would consider funding
N Q. So in the first year of the plan, 2012, 18  the Partnership with Ohio even if it did not pass the
1% we will be looking at the SEET test for 2011, is that 19  SEET test?
20  correct, to determine funding for 20127 20 A. Twouldn't leap to that conclusion.
21 A. It would probably be the SEET test for 21 Q. I'mjust asking if it's possible.
22 '10 because you'd have to look back at the most 22 A. I suppose anything's possible.
23  recent determination. 23 Q. Twant to go talk about some of the
24 Q. And that's actually what I was getting at 24  specifics that are funded. I know we did some of :
Page 134 Page 136 [
1  inpart since the SEET test seemed to have been 1 that already, and you talk about those in the second
2 deferred, delayed in terms of - 2  paragraph of that section starting at line 15. You N
3 A, Yeah, there was a lag in that 3 mentioned United Way. You mentioned food barks. Are
4 determination. 4  those essentiaily the same kind of programs and
5 Q. So it would be whatever the most recent S  operations that are being funded today through the
6  testwas - &  current Partnership with Ohio low income support?
7 A Yeah, 7 A. These are examples of the kinds of
8 Q. --regardless of what year it actually 8  programs. It would be our hope to continue to
9  took place in, 5  provide that kind of support in the future.
10 A, That's correct. 10 Q. You mentioned United Way earlier. 1
11 Q. You talk about it would be using the most 11 thoughtI heard you say United Ways across the
12  reasonable comparable group. Who would determine the ]12  territory, so if wouldn't be confined to central
13 comparable group? 13 Ohio.
14 A, Whatever was behind the final Comrnission 14 A. Absolutely not. Actually, the Central
15  otder that SEET determination would define the 15  Ohio United Way helped bring ail the United Ways
16  comparahle group. 16  together across the territory to come up with a
17 Q. What if the PUCO does not define a 17  programmatic approach to managing this for us.
18  comparable group but comes up with a number -- 18 Q. Do you have any sense of how much of the
19 A. Yeah 13  low income support actually goes specifically to the
20 Q. -- which is certainly possible, as we 20 United Ways within the service territory?
21 know. 21 A, That's available, but I don't recall the
22 A. Yeah. Ihad not anticipated that. I'm 22 allocation.
23 sure we would adjust this mechanism accordingly if we 23 Q. And does AEP specify which programs it
24  needed to do that, 24 would like to support within the United Way framework
34 (Pages 133 to 136)
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‘ Page 137 Page 139§
1 since, as we all know, they have a multiplicity of 1 §1 million a year. ”
2 programs? 2 Q. Are there any other programs that AEP is
3 A. Yeah, my recollection is that that's what 3 contemplating funding under the new partnership that
4 the United Way teams did is developed, based on the 4 it is pot now finding under the current partnership?
5  eligibility criteria that we established, a formula, 5 A. We don't have specific programs
&  if you will, for allocating the funds to the programs 6  identified, but we're open to expanding or changing
7 that deliver services to that population, those 7  the program. .
8  populations. 8 Q. And does AEP anticipate that those who
8 Q. So it would not be a general contribution g currently receive funding for their programs will
10  to United Way -- 10  continue to receive funding?
11 A, No. 11 A, That would need to be evaluated. There's
12 Q. -- but targeted toward specific programs? 12  nocommitment that's set in place to do that, but
13 A. Very targeted, and auditable as well. 13 that would be the starting point for the future
14 Q. Would it necessarily mean that each of 14  perods.
15  the United Ways across the service territory would 15 Q. Does AEP consult anyone from the '
16 have the same programs funded within it? 16  low-income comimunity or others who may be advocates,
17 A. No, because I think they all have 17  if not actual members of the community, when making _
18  different programs based on local needs. 18  decisions about what to fund?
19 Q. And do you have any examples that you 19 A, Yes. We work with a network of community iE
20  know of of the kind of programs that are, in fact, 20 action agencies, of course, again, the United Way '
21 funded by AEP through the United Way network? 21 staff who helped to be sure that the funds are
22 A. Not at the top of mind. 22 designated appropriately, the food banks, There are
23 Q. Down near the bottom of that paragraph in 23 anumber of different advocates involved in the :
24 line 19 you talk about an innovative set of programs |24 allocation of funding. ;
Page 138 Page 1401
1 to support education and job retraining. Do you see 1 Q. So they would work with the Community
2 that? 2 Affairs section ~-
3 A, Yes. 3 A. Yes.
4 Q. Do you have any examples of those? 4 Q. --inmaking those decisions.
5 A. Yeah. There are a couple of programs. 5 Do you know if AEP has contemplated, as
6  We've done grants to community colleges across the 6  ratesrise, and it looks like they will rise pursuant
7  territory that help unemployed citizens retrain for 7 to both this ESP case as well as the possibility of
8  new and emerging jobs in those communities, so 8  the distribution rate case, how many more customers
9  there's scholarship funds essentially for eligible 9  may be in need of bill assistance perhaps because
10  customers, and also a program called Hard Hatted 10  they will be shut off' due 1o the inability to make
11  Women that's developing programs for helping women (11 payment?
12 find jobs in the energy industry. 12 A. 1don't have an estimation of whether
13 Q. Would folks necessarily need to be 13  that's increasing or decreasing changing. Of course,
14  unemployed in order to be eligible for this kind of 14  what we're hoping to do is provide income stability
15  jobretraining? 15  and job retraining through a lot of this, so there's
16 A. Not necessarily, no. Just undereducated 16  apart of this that's trying to help families who are
17  for the economy, 17  struggling with unemployment.
18 Q. Is the intent of the funding mechanism or 18 Q. Do you know if anyone at AEP is looking
19  amounts in this Partnership with Ohic intended to be 19  atthat particular problem?
20  more or less equivalent with the amount of funding 20 A. We're always looking at that problem, but
21  that is currently being provided for low income 21  1don't have a point estimate of which direction
22 support in the Partership with Ohio? 22 that's going.
23 A. No. It's increased by 20 percent. Today 23 Q. Do you personally believe there will be a
24 it's at 5 million a year. This increases it by 24  greater need for bill assistance type programs
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Page 141 Page 143 |
1 because more customers may face shutoff problems as a 1 A. Yes. It's an attempt to provide a stable ;
2 result of higher rates? 2 framework for long-term investments that can help
3 A. 1haven't thought about that. 3 provide longer term price predictability.
4 MR. MASKOVYAK: Okay. I think I'm done. 4 Q. So longer beyond 29 months?
5  Thank you. 5 A, Yes,
6 THE WITNESS: Thank you. 6 Q. And do you agree that if the plan was
7 MR. SINENENG: Duke Energy has no 7  approved as proposed, it would give AEP some cost
8  questions. 8  recovery certainty over a long term period?
9 —_— 9 A. Some? Indicates some certainty?
10 EXAMINATION 10 Q. Yes.
11 By Ms. McAlister: 11 A, Yes.
12 Q. T've got just a few. Good afternoon, 12 MS. McALISTER: I have no further
13 Mr Hamrock., I'm Lisa McAlister here on behalf of 13 questions.
14 the OMA Energy Group. Let me know if you can't hear |14 THE WITNESS: Thank you.
15  me. The seating's a little bit awkward. is5 MS. McALISTER: Thank you.
16 Earlier in your discussion you described 16 MR. NOURSE: I think we're done.
17  briefly the rate design proposal, and on page 25 of 17 MR. LANG: None there? Anne's with you,
18  your testimony you say that the new design is 18  right ,
12  consistent with the framework constructed by SB 221 19 No one on the phone? :
20  for all customer classes. Do you see that? 20 MR, NOURSE: Are there any questions from |
21 A, Page 25, which line? 21 attorneys on the phone?
22 Q. Fiveand &. 22 {No respanse. }
23 A. Fiveand 6. I do. 23 MR. LANG: Are there any attorneys on the
24 Q. If you know, does SB 221 mandate a 24  phone? :
Page 142 Page 144
1 particular rate design? 1 MR. KRAVITZ: Zach Kravitz, Chester
2 A, Idon't believe there's any mandate 2 Willcox.
3 relative to rate design. 3 MR. STAHL: David Stahl for Exelon
4 Q. And earlier this morning you talked about 4  Generation. No questions here.
S the fuel clause and some of the other components 5 MS. HAND: Ormet has no questions.
6  being variable. Do you recall that? & MR. NOURSE: Okay. Thank you. Ithink
7 A, Yes, 7  we're done.
B Q. And [ believe you said you couldn't 8 We'll read.
9  predict what customer prices would be given that e (The deposition concluded at 12,50 p.m.)
10  wvariability; is that fair? 10 --- :
11 A. And I believe that question was about 11
12 2014, 12 ;
13 Q. Okay. 13 :
14 A. But, yes, I do recall that. 14 i
15 Q. Is it your view that the ESP proposal 15 =
16  provides predictable prices for the term of the ESP? |16
17 A. Yes. 17
18 Q. And you noted that although the ESP is 29 {18
15  months, you talked a little bit about having longer 19
20  term implications. Do you recall that discussion? 20
21 A, Yes, 21
22 Q. Isit your view that this proposed plan 22
23  provides customers with long-term price 23
24  predictability? 24
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1 State of Ohio :
: 88:
2 County of :
3 I, Joseph Hamrock, do hereby certify that T
have read the foregoing transeript of my deposition
4 given on Friday, August 5, 201 1; that together with
the correction page attached hereto noting changes in
5 form or substance, if any, it is true and correct.
[
7
Joseph Hamrock
8
9 I do hereby certify that the foregoing
transeript of the deposition of Joseph Hamrock was
10 submitted to the witness for reading and signing;
that after he had stated to the undersigned Notary
11 Public that he had read and examined his deposition,
he signed the same in my presence on the day
12 af , 2011
13
14 Notary Public
15
15 My commission expires .
17 ---
18
19
20
21
22
23
24
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1 CERTIFICATE
2 State of Chio :
: B8
3 County of Franklin
4 1, Maria DiFaolo Jones, Notary Public in and
for the State of Ohio, duly commissioned and
5 qualified, certify that the within named Joseph
Hamrock was by me duly swom to testify to the whole
[ truth in the cause aforesaid; that the testimony was
taken down by me in stenotypy in the presence of said
7 witness, afierwards transcribed wpon a computer; that
the foregoing is a true and correct transcript of the
8 testimony given by said witness taken at the time and
place in the foregoing caption specified and
9 completed without adjournment.
10 1 certify that ] am not a relative, employee,
or attomey of any of the parties hereto, or of any
11 attorney or counsel employed by the parties, or
financially interested in the action,
1z
IN WITNESS WHEREOQF, | have hereunto set my
13 hand and affixed my seal of office at Columbus, Ohie,
on this 9th day of August, 2011,
14
15
Maria DiPaolo Jones, Registered
16 Diplomate Reporter, CRR and
Notary Public in and for the
17 State of Ohip.
18 My commission expires June (9, 2016.
19 (MDI-3876A)
20 -
21
2z
23

ARMSTRONG & OKEY, INC., Columbus,

Chio
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