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Wednesday Morning Session, 
September 21,2011. 

— 
WILLIAM A. ALLEN 

being by me first duly sworn, as hereinafter 
certified, deposes and says as follows: 

EXAMINATION 
By Mr. Kutik: 

Q. What is your name? 
A. William A. Allen. 
Q. Mr. Allen, where do you work? 
A. I work for American Electric Power 

Service Corporation at One Riverside Plaza, Columbus, 
Ohio 43215. 

Q. Mr. Allen, have you ever had your 
deposition taken before? 

A. No, I have not. 
Q. My imderstanding is you have testified 

before. 
A. Yes, I have. 
Q. Well, the rules of a deposition are not 

much different than the rules in testifying. Since 
this is being taken down by a court reporter, you 
need to answer my questions orally and by that I mean 
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with words as opposed to gestures or refrain from 
using phrases like uh-huh or huh-uh because they 
don't come out very well on the record. Will you do 
that for me? 

A. Yes. 
Q. It's also important that you wait to 

answer my question untii'ffiirfiK'my question. Will 
you do this for me as well? 

A. Yes. 
Q. Okay. What did you do to prepare for 

your deposition today? 
A. I reviewed my testimony and the 

stipulation. 
Q. Okay. Anything else? 
A. No. 
Q. Did you meet with counsel? 
A. Yes. 
Q. Okay. So you met with counsel to prepare 

for your deposition. 
A. I met with counsel, yes. 
Q. To prepare for your deposition. 
A. Yes. 
Q. Did you meet with anyone else to prepare 

for your deposition? 

Page 8 

A. No. 
Q. When did you meet with counsel? 
A. Yesterday. 
Q. Okay. How long did you meet with 

counsel? 
A. Maybe 20 minutes. 
Q. And when you say you met with counsel, 

who particularly did you meet with? 
A. With Dan Conway and Steve Nourse. 
Q. Okay. Was anyone else in the room? 
A. Joe Hamrock. 
Q. Okay. Anyone else? 
A. No. 
Q. In your prefiled testimony is it correct 

to say that you indicate that part of your current 
responsibilities is oversight for major filings; is 
that correct? 

A. Yes, yes, that's correct. 
Q. What does that mean? 
A. I have a group of case managers that 

report to me, and we develop the major rate filings 
for the seven eastem states that AEP operates in 
including Ohio. As part of that responsibility would 
have been the ESP filing that the company made 
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earher this year. 
Q. Is there a case manager for this case? 
A. Yes. 

MR. KUTIK: Let's go off the record. 
(Discussion off the record.) 

Q. Let's go back on the record. Is there a 
case manager for this case? ' - SSSTJ.-- •; , 

A. Yes, there is. 
Q. Who is that? 
A. Pat Lawrence. 
Q. And what does a case manager do? 
A. Ensures that all of the deadlines for the 

case are met, more of a project management role. 
Q. So a case manager wouldn't necessarily be 

someone who would be preparing testimony, in other 
words, to file and to testify? 

A. Correct. 
Q. That case manager would just be someone 

who would make sure that if someone is supposed to be 
filing testimony or writing testimony, they are doing 
their job? 

A. Generally, that's correct. 
Q. Now, when I said this case, there are 

several cases that we're talking about today. 

Page 10 

correct? 
A. Correct. 
Q. Was Mr. Lawrence the case manager for all 

of them? 
A. No, he was not. 
Q. Okay. Can you tell me with respect t o -

referring to the caption of this case since you are 
looking at your testimony, can you tell me who the 
case managers were for each of the cases? 

A. To the best of my recollection, the case 
manager for Case No. 10-2376-EL-UNC the case manager 
was Chad Heitmeyer, for Case No. - for Case No. 
10-346-EL-SSO and Case No. 11-348-EL-SSO Chad 
Heitmeyer ~ I'm sorry, Pat Lawrence was the case 
manager for those cases as well as for Case No. 
11-349-EL-AAM, Case No. 11-350-EL-AAM. I do not 
recall who the case manager is for Case No. 
10-343-EL-ATA or Case No. 10-344-EL-ATA. The case 
manager for Case No. 10-2929-EL-UNC was Chad 
Heitmeyer. And there is no case manager for Case No. 
11-4920-EL-RDR or Case No. 11-4921-EL-RDR. 

Q. So when you say that your responsibility 
among others is to have oversight of major filings, 
is it that you are managing the case managers? 
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A. Largely, yes. 
Q. Would there be someone who would be in 

charge of directing what the substance of the 
company's case would be? 

A. The substance of the company's cases are 
determined by a wide variety of individuals within 
the organization. 

Q. Would there be a point person for that? 
A. Not in all cases, no. 
Q. In this case has there been? 
A. No, there was not a single point person. 
Q. Was it Mr. Hamrock, for example? 
A. Mr. Hamrock was involved in much of the 

decision making but there are other individuals that 
are involved in the decision making around what to 
include in a case. 

Q. Okay. Who else would have been involved 
in decision making as to what to include in this 
case? j 

A. It would be a very large number of i 
individuals. I don't think I could give you an 
exhaustive list. 

Q. Okay. Are there mdividuals who are 
testifying in this case who had such a role? 

Page 12 \ 

A. Yes. i 
Q. Can you tell me then of the folks who { 

testified in this case or who vwll be testifying in 1 
this case? 

A. Just to clarify when you say witnesses 
testifying in this case, are you referring to the ! 
stipulation portion of the case or the case in its 
entirety? 

Q. Well, I was actually referring to both. 
but if you want to break it down, that's fine with i 
me. 

A. With ~ I think I can answer it for the 
stipulation witnesses. Joe Hamrock, Rich Munczinski, f 
myself̂  those are the ones that come to mind. 

Q. Was there a particular area of the case j 
that you had decision making responsibility for? j 

A. No. 1 
Q. Did Ms. Thomas have a decision making j 

role? j 
A. I think you are going to have to clarify I 

what you mean by decision making role. | 
Q. Well, I asked you if there were folks f 

that were the point persons, and I am assuming when I 1 
say point person, that person is the one that makes | 
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the ultimate decisions about what's going to be in 
the case or not; is that a fair definition? 

A. I think that's your definition. 
Q. But would you consider that a fair 

definition? 
A. I don't know that I would consider it a 

fair definition. 
Q. Okay. What would you consider a point 

person to be when you were ~ when you were answering 
my questions before? 

A. A single point that would — a single 
individual that would make all of the decisions in a 
case. 

Q. Okay. You told me earlier, did you not, 
that there were a variety of people who made 
decisions or who were part of the decision making 
process, correct? 

A. Thaf s correct. 
Q. And you were one of those people. 
A. Yes, I was. 
Q. Was Ms. Thomas one of those people? 
A. 1 don't know. 
Q. Was Mr. Pearce, was he one of those 

people? 
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A. No. 
Q. Were legal counsel some of those people? 
A. I don't know. 
Q. Was there a particular area that you were 

part of the group for in terms of making decisions. 
particular area of this case? 

A. I was involved in many of the areas of 
the case. 

Q. Would that include the areas of your 
testimony? 

A. Not necessarily. 
Q. Okay. So there would be parts of your 

testimony that you were not necessarily part of the 
decision making process. 

A. That's correct. 
Q. What part of your testimony were you not 

part of the decision making process for? Perhaps you 
might want to look at your index. 

A. The element of my testimony that I wasn't 
part of the decision making process would be the 
segregation of the AER from the FAC. 

Q. But otherwise you would have been part of 
the decision making process? 

A. I would have been part of the decision 

1 
2 

3 
4 

5 

6 

7 

8 

9 
l o ­
l l 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 

3 
4 

5 
6 
7 

8 

9 
10 
1 1 
12 

13 
14 

I S 

16 
17 

18 
19 
20 

2 1 

22 
23 
24 

Page 15 

making process, not necessarily the final decision 
maker. 

Q. Understood. Now, in your testimony you 
say that you've testified before, correct? 

A. Yes, that's correct. 
Q. And you've not testified before the 

PubUc Uliimcsr'cotilinission before. 
A. I have not testified before the Public 

Utilities Commission of Ohio unless you would 
consider the discussion that was had before a court 
reporter earlier this week in front of the Commission 
testimony. 

Q. Well, were you swom? 
A. No, we were not swom. 
Q. Okay. So I guess I would not consider 

that testimony. It might be a statement, but it's 
not testimony. 

A. Right. 
Q. So with respect to times where you 

submitted testimony and then testified under oath. 
can you tell me what prior proceedings that you 
testified in? 

A. Generally I describe the cases that I 
have and jurisdictions I've testified in on page 2 of 

Page 16 

my testimony, lines 14 through 20. 
Q. Can you tell me the specific cases you 

testified in? 
A. From my recollection I can't provide the 

specific case numbers for all the cases that I've 
testified. 

Q. Okay. Can you give me a description of 
the case in terms of what it was about? 

A. In general on behalf of I&M the testimony 
that I filed in Indiana and Michigan has dealt with 
fuel clause related issues including a PJM tracker. 
an off-system sales tracker, those both in Indiana. 
In Michigan I was the company's •witness for the 
forecast used in a — the company's base case filing 
that was made in early 2010. My responsibilities in 
that case were the entirety of the forecast for the 
case. 

And then before the Virginia, West r 
Virginia Public Utilities Commissions, the West 
Virginia Public Utilities Commission and the Virginia 
State Corporation Commission my testimony has focused 
primarily on fuel clause related cases. 

Q. And what was the subj ect of your : 
testimony? 
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A. Forecasted fliel costs and the impact on 
the fiiel clause rates for those jurisdictions. 

Q. Have you testified on more than one 
occasion in each of fhe four jurisdictions that you 
mentioned, that is, Indiana, Michigan, Virginia, and 
West Virginia? 

A. Yes. In aggregate"m'9iose casesTve 
probably provided testimony in 20 plus occasions. 

Q. And would it be fair to say a large 
portion of your testimony has dealt -with forecasts? 

A. Yes. 
Q. Now, your job previous to the job you 

have now, you were director of operating company 
forecasts, correct? 

A. Yes, that's correct. 
Q. And that was a position within the 

service company, correct? 
A. Yes, it was a position with the AEP 

Service Corporation. 
Q. Who did you report to as director of 

operations — operating company forecasts? 
A. Oliver Sever. 
Q. And what was Mr. Sever's position? 
A. I don't recall his exact titie. 
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Q. Mr. Sever's last name is spelled? 
A. S-E-V-E-R. 
Q. Was he also some ~ someone who was 

involved in forecasts? 
A. Yes. 
Q. So he had a higher position in the 

forecasting group? 
A. Yes. 
Q. Is there a forecasting department within 

the service company or corporation? 
A. No, there is not. 
Q. When you were director of operating 

company forecasts, who else reported to Mr. Sever in 
terms of their tities? I don't want their names, 
just their titles. 

A. I don't recall their titles off the top 
of my head. 

Q. Okay. Can you give me a division of 
responsibilities? 

A. Yes. One ofthe groups would have been 
responsible for maintaining our forecast model from 
more of an IT prospective per se. An additional 
responsibility would have been the monthly estimate 
o f -o f earnings. 
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Q. So there would be a group of people that 
would be responsible for that. 

A. Not necessarily. There was one 
individual that was responsible for that under Oliver 
Sever's department, under his organization. Many 
individuals from outside the organization provided 
information to that individual. ' ^•^' -

Q. Okay. What other responsibilities 
outside of your group were under Mr. Sever? 

A. To the best of my recollection, that 
encompasses it. 

Q. Now, you say in your testimony that prior 
to being director of operating company forecasts you 
were in the corporate forecasting departinent, 
correct? 

A. Yes, that's correct. 
Q. So did you change departments in 2007? 
A. No, I did not. 
Q. So was-as director of operating 

company forecasts, you had a role in the corporate ~ 
in the corporate financing forecasting department? 

A. No. 
Q. Okay. Well, I asked you if you changed 

departinents, and you said no, correct? 

Page 2 0 

A. That's correct. 
Q. So I assume that in 2007 when you were 

director of operating company forecasts, you were 
part ofthe corporate fmancing forecasting 
department. Is that wrong? 

A. That's wrong. I was part of the 
corporate - the corporate financial forecasting 
department. 

Q, Okay. 
A. There's a difference between financial 

and financing, very different. 
Q. Oh, okay. So as director of operating 

conpany forecasts, you were part of the corporate 
financial forecasting department, correct? 

A. I don't know if the name of the 
department changed at that point in time, but I was f 
director of the operating company forecasts in the 
same department that I had been in previously. If 

Q. All right. So there may have been a name 
change? 

A. There may have been, yes. ; 
Q. All right. What do you believe the name 

of the company ~ the name of the department was when 
you became a director? 

ARMSTRONG & OKEY, INC, 

5 (Pages 17 to 20) 

Columbus, Ohio (614) 224-9481 
94fa8710-17cd-4015-abc3-dbb756130348 



William Allen 

1 
2 
3 
4 
5 
6 

' 7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Page 21 

A. I don't recall. 
Q. Okay. What was it when you left the 

department in 2010? 
A. I don't recall. 
Q. All right. Was it just the forecasting 

department? 
A. Ihever focused on what the title ofthe 

department was to be honest with you. 
Q. When you left the departinent, how many 

people were in it? 
A. Under my supervision approximately 12 

individuals. 
Q. Okay. Were you head ofthe department 

when you left in 2010? 
A. I was director of operating forecasts 

when I left in 2010. 
Q. Were you the head ofthe department? 
A. I don't know if it would be categorized 

as a departinent. I was in charge of that group of 
individuals. 

Q. Okay. Well, we indicated there was ~ or 
we've agreed there was at some point in time a 
corporate financial forecasting department, correct? 

A. Correct. 
Page 22 

Q. That's what you started out in in 2003, 
correct? 

A. That's correct. 
Q. And by 2007,1 believe it's your 

testimony that either the name changed or it might 
have slightly changed fiinctions or something hke 
that, correct? 

A. Correct. 
Q. But there still was a department. 

correct? 
A. This was an organization. Your 

characterization of whether it's a department or not 
I can't attest to. 

Q. All right. So you don't know whether 
there was a department or not; is that what your 
testimony is? 

A. Yes. 
Q. Okay. Were there other folks other than 

the folks that worked for Mr. Sever that were 
responsible for preparing forecasts for AEP Ohio? 

A. Can you define what you mean by preparing 
forecasts? 

Q. Well, was it part of your j ob when you 
were director of operating company forecasts to 
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prepare forecasts? 
A. Yes, it was. 
Q. All right. And were there ~ was there 

anyone else outside of your group, I'll start there, 
that had responsibility for preparing the forecasts 
for AEP Ohio? 
'"^'Af ^ o u are going to have to clarify what you 

mean by preparing the forecasts. Which forecasts are 
you referring to? 

Q. Well, any forecasts for AEP Ohio. 
A. Yes, there would be a variety of people 

responsible for preparing one forecast or another. 
Q. Okay. Were there people outside of 

Mr. Sever's organization that did that? 
A. Yes. 
Q. Okay. Now, were you ~ was your 

organization the one that was responsible for putting 
the forecasts together? 

A. My group was responsible for pulling 
together and analyzing the financial forecast ofthe 
company. 

Q. Okay. There are other types of forecasts 
other than the financial forecasts? 

A. Yes. 
Page 24 

Q. Okay. What other types of forecasts are 
there? 

A. There's an enormous number of forecasts 
that are prepared, some financial, some not 
financial. 

Q. So the company prepares an enormous 
number of forecasts; is that correct? 

A. The company prepares an enormous number 
of forecasts on a variety of topics, yes. 

Q. Okay. Forecasting is an important part 
ofthe company's business, correct, in running its 
business? 

A. I don't know if I would ~ I guess 
forecasting would be a component of running a 
company, yes. ! 

Q. Right. And certainly given the fact they J 
do an enormous number of forecasts, folks in mnning f 
the business would be relying on those forecasts, j 
correct? \ 

A. They would be relying on some of fhe i 
forecasts that are done. J 

Q. Okay. Would you expect that the 
forecasts that vrere done by your group when you were ! 
director would be forecasts that - that others j 
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within AEP could rely on in running their businesses? 
A. The financial forecasts that were 

prepared by my organization were relied upon by 
management in making decisions about running the 
organization, yes. 

Q. Okay. AEP devoted resources to making 
sure that forecasts were done "so that the busines'ses 
could be run, correct? 

MR. CONWAY: Could I have that question 
read back, please. 

(Question read.) 
A. I know the company devoted resources to 

forecasting. There is a variety of reasons. I don't 
know why the corporation made that decision. 

Q. Okay. You would expect that a forecast 
would be done for a purpose, correct? 

A. Yes. 
Q. Okay. And one ofthe purposes forecasts 

are typically done are so people can plan future 
operation, correct? 

A. Some forecasts are done so that 
individuals can make plans for future decisions, yes. 

Q. Okay. And you would expect that the 
forecast that you were responsible for would be part 
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of that process, correct? 
A. Some of the forecasts I prepared were 

used for that purpose, yes. 
Q. Let me have you tum to your Exhibit 

WAA-5. 
A. Okay. 
Q. Okay. This is a document entitled 

"Methodologies, Assunptions, and Pro Forma Financial 
Projections," correct? 

A. Yes, that's correct. 
Q. In the beginning of this discussion, 

pages 1 through 4, you describe six or seven 
forecasts, do you not? 

A. I describe seven elements of the 
forecast. 

Q. Okay. 
A. Of a financial forecast. 
Q. So each one of these things would be -

mentioned would be part of a financial forecast. 
A. Each of these would be elements in the 

development of a financial forecast, yes. 
Q. Okay. You would not view these as 

separate forecasts. 
A. In some cases I would recognize them as 
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separate forecasts, and in other cases I would not. 
Q. Okay. Tell me which ones you would 

recognize as a forecast. 
A. Load and demand forecast, a generation 

forecast, the O&M forecast, and the financing plan. 
Q. How about the construction expenditure 

forecast, would that be a forecast? "'•'—- -
A. It's a portion of a financial forecast. 

A construction expenditure forecast cannot be 
developed independent of an entire financial forecast 
due to the interrelationship between a financial 
forecast and the AFDC component of a construction 
expenditure forecast. 

Q. Okay. Would, even of these forecasts 
that you just mentioned, the load and demand 
forecast, the generation forecast, the O&M forecast. 
and the financial plan be developed by the department 
that you ran when you were director of operating 
company forecasts? 

A. I'm sorry. Can you repeat that Hst, 
please? 

MR. KUTIK: Can you read the question. 
please. 

(Question read.) 

Page 2 8 

A. No, they would not. 
Q. Would any of them be? 
A. No, they would not. 
Q. Okay. Who or what group prepared the 

load and demand forecast? 
A. I don't know the title of the 

organization that provided that ~ that provides that 
information. 

Q. Would it have been someone that reports 
to Mr. Sever? 

A. That group currently reports to 
Mr. Sever. 

Q. Approximately how many people are in that 
group? 

A. To my best recollection approximately 10. 
Q. And this is a separate group that deals 

with load and demand forecasts. 
A. It's a separate group from the group that 

I was responsible for, yes. 
Q. Okay. The generation forecast, who 

prepares that? 
A. As indicated on page 2, it's developed by 

the commercial operations division, the resource 
planning and operational analysis department. 
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Q. Were either one of those ~ did either 
one of those report to Mr. Sever? 

A. No, they did not. 
Q. How many people were in the resource 

planning and operational analysis department? 
A. I don't know. 
Q. More than 10? "—--
A. Possibly. 
Q. The O&M forecast, who prepares that? 
A. The O&M forecast is prepared by a variety 

of individuals throughout the organization. 
Q. Whose responsible for putting it 

together? 
A. There are different individuals 

responsible for pulling it together at different 
steps in the process. 

Q. Okay. Can you describe where those folks 
are in the organization? 

A. Specifically related to AEP Ohio some of 
the individuals would be - would be Joe Hamrock for 
reviewing the O&M forecast. There would be 
individuals within the corporate planning and 
budgeting organization that would be responsible for 
reviewing the O&M forecast. And then there would be 
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individuals within my group that would also be 
responsible for ~ within my previous group that 
would also be responsible for the reviewing the O&M 
forecast. 

Q. The corporate planning and budget 
organization, did that report to Mr. Sever? 

A. No. He was within that organization. 
Q. Okay. Were you also within that 

organization then? 
A. Yes, I was. 
Q. Okay. How many people were in that 

organization? 
A. I don't recall. 
Q. Okay. 80 sound like a rough number? 
A. I don't recall. 
Q. Okay. More than 10? 
A. Yes. 
Q. More than 100? 
A. I don't know. 
Q. More than 50? 
A. I believe so. 
Q. The financing plan would that have been 

done within the corporate planning and budgeting 
organization? 
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A. Partially. 
Q. With input from others in the operating 

groups, for example? 
A. No, not the operating groups. 
Q. Okay. In treasury or financing, the 

financial types? 
• A. Within the treasury department, yes. 
Q. And I assume with respect to the O&M 

forecast folks from the operating groups would be ~ 
have input into that document or that product? 

A. Yes. 
Q. Now, you said that you were responsible 

for putting together a financial forecast when you 
were director of operating company forecasts. 
correct? 

A. That's correct. 
Q. How often did that take place? 
A. It varied over time. 
Q. Okay. When you were between 2007 and 

2010, did it vary over time, or was there a regular 
frequency of those forecasts? 

A. During that period financial forecasts 
were generally developed on a quarterly basis. 

Q. And how far out would these forecasts go? 

Page 32 

A. It varied. 
Q. Okay. From what to what? 
A. From less than a year to 10 years or 

more. 
Q. How often were the 10 years or more 

forecasts done? And, again, during the three-year 
period that you were director. 

A. The longer-term forecasts were typically 
done once or twice a year. 

Q. Did you have any involvement at all in 
the constmction expenditure forecasts? 

A. Which constmction expenditure forecasts? 
Q. Well, you refer on page 3 of your Exhibit 

WAA-5 to something called a "Constmction Expenditure 
Forecast." Did you have any involvement when you 
were director in that? 

A. I don't think I can answer your question 
as phrased. 

Q. Why not? 
A. I don't know which forecast you are 

referring to. 
Q. Whatever you are referring to in No. 6. 
A. Item 6 is a single sequence -within an 

individual financial forecast. 
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Q. Okay. Are there capital forecasts done? 
A. Yes, there are. 
Q. Okay. When you were director, did you 

have responsibility for the constmction expenditure 
forecasts? Did you have responsibility for doing 
t̂hose2,_^ . 

A. I would have had input into the 
constmction expenditure forecast, yes. 

Q. Okay. With respect to that constmction 
expenditure forecast that you just mentioned, would 
part of that be to budget the cost of new plants? 

A. Within a constmction expenditure 
forecast the projected capital expenditures 
associated with a new plant would be included in 
that, yes. 

Q. And for other new projects that would 
be ~ would involve constmction, correct? Those 
would also be part of that. 

A. The expenditures associated with 
constmction projects are included in the 
constmction expenditure forecast. 

Q. Was there something called a capital 
budget? 

A. People refer to the constmction 
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expenditure forecast at times as a capital budget. 
Q. Okay. 
A. But not all constinction expenditure 

forecasts are capital budgets. 
Q. Okay. With respect to the ~ either the 

constmction expenditure forecast or the capital 
budget, would there ~ would there be perhaps 
different scenarios budgeted depending upon the 
outcome of future events? 

A. Not necessarily. 
Q. But sometimes? 
A. Yes. 
Q. Okay. So that there would be a capital 

or constmction expenditure budget that would follow 
one contingency and a capital or constmction 
expenditijre budget that would follow potentially 
another contingency? 

A. No. 
Q. Well, were ~ were plans such as that 

developed within your organization that you know of? 
A. Not that I'm aware of 
Q. Okay. So that the company didn't make 

financial plans for different contingencies; is that 
your testimony? 
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A. No, that's not my testhnony. 
Q. Well, did the coirpany make plans for 

different ~ different financial plans for different 
contingencies? 

A. Yes. 
Q. And were you part of that process? 
A. Yes. -i-i-i:-
Q. And what role did you play? 
A. My role was developing and evaluating 

financial forecasts based on those different 
scenarios that may have been requested by management. 

Q. Okay. Canyougivemeanexarrpleof a 
plan, financial plan, and analyze different scenarios 
depending on the outcome of future events? 

A. I can't think of a specific example off 
the top of my head, but hypothetically different 
scenarios may be done under different assunptions 
related to environmental regulations. 

Q. So that the company if there are ~ if 
certain environmental regulations are promulgated, 
the conpany would have one financial plan, and if the 
regulations come in a different way, it might be a 
different financial plan; is that what you mean? 

A. Potentially. 

Page 3 6 

MR. KUTIK: Let's go off the record. 
(Discussion off the record.) 

Q. When the company is looking to ~ looking 
at potential projects, were you involved in the 
forecasts relating to those projects? 

A. You will have to refer me to a specific 
project. 

Q. Okay. Well, I don't know all the 
projects the company was considering. That's pretty 
hard for me to do but let me try it a different way. 
In making decisions about what capital projects to 
fund, did the company prepare forecasts with respect 
to those projects ~ different projects and then 
compare them in some way? 

A. For significant projects the company 
would have compared financial estimates of those 
projects. 

Q. And would part of the estimates include 
an estimated rate of retum on a project? 

A. In certain cases, yes. 
Q. And would it be the case, for example. 

the company might look at two potential projects and 
compare rates of retum as one of the decision making 
factors in figuring out which projects to do and 
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when? 
A. In some cases, yes. 
Q. And were you part of that process? 
A. Not on a regular basis. 
Q. But sometimes. 
A. On occasion, yes. ^ ,„,, 
Q. Now, you said that you testified m -- on 

several occasions in fiiel clause matters. 
A. Yes. 
Q. Am I correct? 
A. That's correct. 
Q. And a lot of your testimony dealt with 

forecasting of fiiel costs, correct? 
A. Yes, that's correct. 
Q. Was that something that you regularly did 

or your group regularly did when you were director? 
A. Yes. 
Q. How often would a fiiel forecast be done? 
A. It would vary but typically a fliel 

forecast would be prepared on a quarterly basis 
consistent with the financial forecast the company 
was preparing. 

Q. And typically how far out would the fiiel 
forecast go? 
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A. It would vary depending upon the needs at 
that point in time ~ 

Q. From what to what? 
A. Anywhere from between 1 and 2 years and 

10 plus years. 
Q. Okay. Were financial forecasts of three 

years or more fairly common? Excuse me. Were 
forecasts of more ~ of three or more years with 
respect to fiiel costs fairly common? 

A. You will have to clarify what you mean by 
fairly common. 

Q. Regularly. 
A. Can you tell me what you mean by 

"regularly"? 
Q. Done at least once a year. 
A. Yes. 
Q. Was it done where ~ were fliel forecasts 

cost - fiiel costs forecasts of three years or more 
done more than once a year? 

A. Typically, yes. 
Q. And do you know whether that's still the 

case? 
A. Yes, it's still the case. 
Q. How often during a year would a fiiel 
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forecast of three or more years be prepared to the 
best of your knowledge? 

A. As I previously indicated, it varies 
based upon the needs ofthe organization. 

Q. Could they be done quarterly? 
A. There have been times in the past when 

they have been done quarterly. 
Q. Did you have any role in the negotiation 

ofthe stipulation in this case? 
A. Yes, I did. 
Q. What was your role? 
A. I had a variety of roles. 
Q. Well, tell me what those roles were. 
A. Evaluating the impact of various 

provisions in the settlement from a financial and 
implementation perspective. 

Q. Anything else? 
A. I think generally that was my role Avithin 

the negotiations. 
Q. Okay. What does it mean that you 

evaluated the impact of provisions in the settlement 
from an implementation perspective? 

A. I would look at those provisions to make 
sure they were something that the company had 
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adequate data to implement, from a process 
perspective something the company could accommodate. 

Q. In other words, something the company 
could actually get done. 

A. Generally, yes. 
Q. Okay. So that was part of your job is to 

look at some aspects ofthe stipulation to determine 
whether they were feasible in terms of being able to 
get done. 

A. Yes. 
Q. Is that what you meant earher by looking 

at evaluating the impact from an implementation 
perspective? 

A. Yes, that's correct. 
Q. Now, were there particular provisions of 

this settlement that you looked at with respect to 
the inpact from a financial perspective? 

A. Yes. 
Q. Which were those? Are you looking at the 

stipulation now? 
A. Yes, I am. Generally 1 looked at all of 

the elements ofthe stipulation that had a financial 
impact that was - that could be estimated while we 
were preparing the stipulation. 
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1 Q. Okay. Were there any parts ofthe 
2 stipulation that could not be estimated? 
3 A. Yes. 
4 Q. Tell me which ones. 
5 A. The earnings impact ofthe GRR could not 

. 6 be estimated as part ofthe stipulation process. 
f Q. Anything else? 
8 A. The pool modification was not estimated. 
9 Q. Anything else? 

10 A. The customer-sited resources were not 
11 estimated. 
12 Q. Anything else? 
13 A. The impact ofthe emergency curtailment 
14 service riders. 
15 MR. KUTIK: Let's go off the record. 
16 (Discussion off the record.) 
17 Q. Anything else, sir? 
18 A. To the time best of my recollection, 
19 those were the provisions that were not estimated. 
2 0 Q. Okay. So is it correct to say that the 
21 provisions that were not estimated with respect to 
2 2 their financial impact were the GRR, the pool 
2 3 modification determination, customer-sited resources, 
2 4 and the emergency curtailment? 
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1 A. To the best of my recollection, yes, 
2 that's correct. 
3 Q. And as far as you know, the financial 
4 impact of all the other provisions were analyzed by 
5 you or someone else within AEP? 
6 A. To the best of my recollection, those 
7 other provisions were included in the financial 
8 analysis ofthe settlement proposal, yes. 
9 Q. Now, I want to talk to you a little bit 

10 about the rider GRR. You are familiar with that, 
11 correct? 
12 A. Yes, lam. 
13 Q. Is that proposed to be a 
' 14 generation-related charge? 
15 A. It's intended to be a nonbypassable 
16 rider. 
17 Q. Is it intended to be a generation-related 
18 charge? 
19 A. I think that's a legal conclusion that I 
2 0 can't make here today. 
21 Q. So you can't tell me whether it's a 
2 2 generation-related charge, fair to say? 
23 A. Yes, I think that was my answer. 
2 4 Q. And you have not ~ there has not been 
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1 any at this point done with respect to potential 
2 level or amount of that charge, correct? 
3 A. That's correct. 
4 Q. And you said that was not done, correct? 
5 A. No estimate has been completed, that's 
6 correct. 
7 Q. Ana you said that earlier, did you not, 
8 that it was not possible to do that, correct? 
9 A. No, I did not say it was not possible. 

10 Q. Okay. So would it be possible to 
11 estimate the amount of a GRR charge at this time? 
12 A. No, it would not. 
13 Q. So it would be or would not be possible? 
14 A. It would not be possible to calculate at 
15 this time. 
16 Q. Okay. Why not? 
17 A. The company has not prepared an estimate 
18 of the cost of the facilities that would be included 
19 within the GRR. 
2 0 Q. Okay. Do you know whether a - any 
21 estimate of revenue requirement for the Tuming Point 
2 2 Project has been prepared? 
23 A. It's my understanding a revenue 
2 4 requirement has been prepared associated with the 
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1 Tuming Point facility. 
2 Q. Would that be something that could be 
3 used for an estimate of the GRR charge? 
4 A. No. 
5 Q. Why not? 
6 A. The Commission has yet to approve the 
7 Tuming Point Solar Facility for inclusion within the 
8 GRR. 
9 Q. But in terms of hying to understand at 

10 least some of the impact of the GCR, one could use 
11 the revenue requirement from the Tuming Point 
12 Project that's been developed already, correct? 
13 A. No. 
14 Q. Why not? 
15 A. As I indicated previously, the Tuming 
16 Point facility has not been approved for inclusion in 
17 the GRR by the Commission. 
18 Q. Well, wouldn't you want - wouldn't 
19 anyone ~ wouldn't it be reasonable to tiy to figure 
2 0 out what the GRR might cost prior to the Commission 
21 approval of it? 
2 2 A. No. 1 
23 Q. Okay. Do you know whether there is an " 
2 4 estimate within the company of an in-service date for 
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the Tuming Point Project? 
A. I believe there is. 
Q. Do you know what that is? 
A. I do not. 
Q. Do you know whether the estimate of ~ 

the estimated in-service date is. vrithin the proposed 
ESP period? , . .*,- .i... 

A. I do not. 
Q. Is there a witness whose testifying on 

behalf of AEP in support ofthe stipulation who would 
know? 

A. I don't know. 
Q. Do you know who AEP Ohio envisions would 

own the Tuming Point facility? 
A. No, I do not know. 
Q. So you can't say whether that facility 

would be owned by AEP Ohio or some other entity? 
A. That's correct. 
Q. Do you know whether the ownership of the 

Tuming Point Project - well, back up. 
Is it the company's intent to build the 

Tuming Point project before its potential cost 
recovery through GRR is adopted? 

A. I don't know. 
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Q. So you don't know whether approval of the 
Tuming Point Project and its costs wathin the GRR is 
a condition ofthe company going forward with that 
project? 

A. That's correct. I do not know. 
Q. Is it your understanding that by 

approving the stipulation the Commission is agreeing 
to have tiie Tuming Point Project be an asset whose 
costs can be recovered through the GRR? 

THE WITNESS: Can you repeat the 
question, please? 

(Question read.) 
A. As indicated on page 6 of the 

stipulation, the company has agreed to only pursue 
the approval ofthe Tuming Point and MR6 Project 
under the GRR during the term ofthe ESP. 

Q. But the Commission is not approving the 
GRR as appropriate to be recovered under the GRR at 
this point, are they? 

MR. CONWAY: Could you read that question 
back, please? 

(Question read.) 
MR. KUTIK: I'm sorry. Thank you. 

Q. The Commission is not approving the 
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Tuming Point Project as something that's appropriate 
to be recovered in terms of costs through the GRR at 
this point, correct? 

A. My understanding is that this is a 
separate proceeding where the Commission will 
determine whether or not the Tuming Point facility 
would be included in the GCR. ' - -: 

Q. So they are not doing that now, correct? 
That is, the Commission. [ 

A. My lay view is tiie Commission is ~ in 
approving the GRR is limiting the projects that can 
be included witiiin the GRR. Those two projects that 
could potentially be included based on a subsequent 
Commission order would be limited to the Tuming ] 
Point and the MR6 project and potentially the 
customer-sited facilities described elsewhere in the 
settlement document. 

Q. Well, tiie limitation with respect to j 
what's going to be in the GRR during the ESP is a 
limitation that AEP agreed to, correct? t 

A. It's a limitation included within the : 
stipulation. ? 

Q. AEP agreed to that, correct? { 
A. AEP was a signatory ofthe stipulation 
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and recommendation. 
Q. So the ansvrer is yes. : 
A. I think my answer stands. t 
Q. AEP agreed to that, correct? 

MR CONWAY: I think he said he answered 
tiie question. ^ 

MR. KUTIK: Well, I am hying to i 
understand why he can't answer yes to that question. 

Q. Is there something that you need to ; 
explain about an answer, a yes answer? J 

A. I think it's a legal question about 
whether the company agreed to limit that. What the : 
company did is signed the stipulation and I 
recommendation. 

Q. So you are not ~ | 
MR. CONWAY: Do you want me to give him j 

my opinion on it? f 
MR. KUTIK: No. ( 
MR. CONWAY: No. 1 
MR. KUTIK: Not yet. You will have your } 

opportunity. | 
Q. Is it your understanding the company 

agreed to that? f 
MR. CONWAY: I'll object. He's already 
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answered the question. 
Q. Is it your understanding? 
A. It's my understanding that tiie company 

signed the stipulation and recommendation. 
Q. Right. The company wouldn't sign 

something they didn't agree to, correct? 
A. I Ihink page 30 of the stipulation 

agreement states that "The Signatory Parties have 
agreed to the above-described process to be followed 
in recognition ofthe unique circumstances involved." 

Q. So it agreed to it, correct? 
A. I don't know that I can make that 

conclusion. 
Q. All right. Very good. By approving the 

stipulation is it your understanding that the 
Commission would be approving anything about who 
would own the Tuming Point Project? 

A. I don't know. 
Q. Okay. By approving the stipulation is 

the Commission agreeing to anything regarding tiie 
pmdence ofthe Turning Point Project? 

A. It's my understanding that that would be 
addressed in a separate proceeding. 

Q. So they are not going to be reviewing 
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that now, correct, as part of this proceeding? 
A. That's my understanding. 
Q. Okay. What is the company's intent in 

terms of what will happen with the power that's 
generated from the Tuming Point Project? 

A. I don't know. 
Q. Is there an entity other than AEP that is 

going to own the project during its constmction? 
I'm talking about the Tuming Point Project. 

A. I don't know. 
Q. Are you famihar with an outfit called 

ISOFOTON? 
A. No, 1 am not. 
Q. Do you know what — whether there are any 

negotiations between ISOFOTON and anyone connected to 
the Tuming Point Project that are still ongoing at 
this time? 

THE WITNESS: Can you repeat the 
question? 

(Question read.) 
A. I don't know. 
Q. Do you know whether negotiations with 

respect to the constmction ofthe Tuming Point 
Project are completed? 
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A. I don't know. 
Q. Is there any witness whose going to be 

testifying on behalf of AEP who would know? 
A. I don't know. 
Q. Let me talk to you now about the MR6 

.project. 
' " ' " " A : Okay.' ^ 

Q. Is it the case that the company has not 
prepared an estimate ofthe potential cost of that 
project? 

A. That's my understanding, yes. 
Q. Does the company have an intention as to 

the size of that project in terms of megawatts? 
A. To the best of my knowledge, the company 

does have a general indication ofthe size that 
project may be. 

Q. And I'm gathering from the quizzical look 
on your face that you couldn't tell me what that 
projected size or megawattage is. 

A. I caimot. 
Q. Does the company intend to seek recovery 

of CWTP witii respect to tiiat MR6 project? 
A. I don't know. 
Q. Is there an estimated in-service date for 
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that project? 
A. Not that I'm aware of 
Q. So you don't know whether the in-service 

date would be within the period ofthe proposed ESP? 
A. I do not know, that's correct. 
Q. Do you know what the intent is as to who 

would own the MR6 plant? 
A. No. 
Q. You don't know? 
A. I do not know. 
Q. Do you know whether the company intends 

to seek approval of cost recovery prior to 
implementing any constmction of that project? 

A. I don't know. 
Q. In otiier words, you don't know whether 

Commission approval of cost recovery of that project 
is contingent - excuse me, whether constmction of 
that project is contingent upon Commission approval 
of cost recovery of that project, fair to say? 

A. Yes, that's correct. 
Q. Do you know whetiier the company plans to 

competitively bid the constiiaction ofthe MR6 
project? 

A. I don't know. 
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1 Q. Do you know whether the process to begin 
2 soliciting for vendors or confractors to build that 
3 plant has begun? 
4 A. I do not know. 
5 Q. Is there anyone who is testifying on 
6 behalf of AEP inAis case who would know? 
7 A. Idon'tknow. 
8 Q. Is it the case that fhe MRS plan is 
9 slated to be closed? 

10 A. All power plants have an expected closure 
1 1 date. 
12 Q. Okay. Is it tiie case that the MRS plant 
13 is slated for closure during the ESP period, the 
14 proposed ESP period? 
15 A. I don't know that to be tme. 
16 Q. You don't know one way or the other? 
17 A. That's correct. 
18 Q. Okay. I just want to make sure that 
19 you're saying that was not tme; you just don't know 
2 0 at all, correct? 
2 1 A. Correct. 
2 2 Q. Do you know whether the company plans 
2 3 to — that if that plant is closed during the ESP 
2 4 period, whether it intends to recover those costs 

Page 55 

1 closure costs relating to the MRS plant through the 
2 GRR during the proposed ESP period? 
3 A. No, that's not my statement. 
4 Q. Okay. So it could be that the closure 
5 costs for MRS could be sought to be recovered during 
6 the ESP period tiirough the GRR. ^ ^ 
7 A. Yes. And that would happen tSfough a 
8 separate filing before the Commission. 
9 Q. Do you know whether there are other 

10 plants that are subject to likely closure during the 
11 ESP - proposed ESP period? 
12 MR. CONWAY: I'm sorry. Could you read 
13 tiiatback. 
14 Q. Let mejust restate it. Do you know 
15 whether AEP Ohio has other plants that are currently 
16 slated for closure during the proposed ESP period? 
17 A. With regard to Spom 5 the expectation is 
18 that plant would be closed prior to the end of the 
19 next ESP period, if not before the beginning of 
2 0 the ~ tiiat ESP period. 
21 Q. I'm sorry, you said Spom? 
2 2 A. Spom 5. 
2 3 Q. Okay. Thank you. Go ahead. 
24 A. With regard to other plants within the 
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1 through the GRR? 
2 A. The company would make a separate filing 
3 for any costs that would be included in the GRR 
4 related to the Muskingum River 6 project consistent 
5 with the statute dealing with dedicated generation 
6 resources. 
7 Q. Okay. Would the closure ofthe MRS plant 
8 be part ofthe constmction ofthe MR6 plant? 
9 A. The statute provides for recovery of 

10 retirement costs, but the company has yet to make a 
11 determination about whether or not those — whether 
12 or not the retirement ofthe Muskingum River S plant 
13 would necessarily be incorporated within a fihng of 
14 the Muskingum 6 plant. 
15 Q. Okay. So it is possible that the 
16 closure - the costs related to the closure ofthe 
17 MRS plant would be considered to be constmction 
18 costs of the MR6 plant? 
19 A. I don't know. 
2 0 Q. It's possible? 
21 A. I don't know that they would be included 
2 2 in the constmction expenditures. 
2 3 Q. Okay. So would it be fair to say that 
2 4 the company would not be seeking recovery of the 
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1 generation fleet of AEP Ohio I'm not aware of what 
2 their closure dates are in relation to the ESP 
3 period. 
4 Q. Does the company believe that it can 
5 recover the costs of those plant closures through the 
6 GRR during the proposed ESP period? 
7 MR. CONWAY: Objection to the form of tiie 
8 questionas to the word "those." 
9 Q. We'll say does the company believe that 

10 it can recover the costs of the closure of Spom 4 
11 and 5 through the GRR during the proposed ESP period? 
12 A. No. 
13 Q. Is there any part of the stipulation that 
14 would allow AEP to recover those costs? 
15 A. Once again, if you are referring to the 
16 Spom 4 and 5 that you just indicated, no. 
17 Q. So if the company wanted to recover those 
18 costs, they would have to file separately for those. 
19 A. And, in fact, the company has aheady 
2 0 filed for the recovery of costs related to Spom 5. 
21 Q. Does AEP keep track of revenue generated 
22 by plant? 
2 3 A. No. 
24 Q. Does the company currently have systems 
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in place that would allow that to happen? 
A. I don't believe so. 
Q. As part of your role in reviewing the 

feasibility ofthe implementation of a stipulation. 
did you determine whetiier the company could keep 
track of revenue by plant? _, „^ 

A. No. . - - : - r - i^ 

Q. Do you know whether anyone from AEP did 
that? 

A. I don't know. 
Q. With respect to how the GRR is intended 

to work, is it the company's recommendation tiiat the 
costs that were ~ that would be sought to be 
recovered through that rider would be subject to an 
audit? 

A. That would be subject to a futiire 
Commission proceeding. 

Q. Okay. That's not my question. 
A. Okay. 
Q. My question is would it be the company's 

recommendation that those costs be subject to an 
audit? 

A. At this point I'm not prepared to make a 
recommendation for the company whether or not that 
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would be subject to an audit or not. 
Q. Okay. Would your answer be the same with 

respect to a recommendation about whether the 
revenues that would offset the costs to determine the 
GRR rate be subject to an audit, that you don't have 
a recommendation on that either? 

A. I don't have a recommendation at this 
point. 

Q. And you are not aware the company has a 
recommendation or a preference? 

A. I don't know if the company has a 
recommendation or preference. 

Q. Is it the company's intent that the rider 
GRR would be or could be based upon forecasted costs 
subject to a trae-up? 

THE WITNESS: I'm sorry. Can you repeat 
the question? 

(Question read.) 
A. I think you have two altematives in the 

question, could or would. 
Q. Okay. Let's say could. 
A. Can you repeat the question with the 

could in it? 
Q. Sure. Is it the company's intent - I'll 
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change the question. 
Is it the corrpanys intent that fhe rider 

GRR would be based upon forecasted costs subject to a 
tme-up? 

A. I don't know if the conpany has made a 
determination about whetiier or not the GRR would 
include a foiecasi:ingreconciliation. 

Q. And the company has no recomiaendation or 
preference with respect to that. 

A. The company may have a preference. I 
just don't know what the conpanys preference is. 

Q. Okay Would tiie GRR rider be tiie 
appropriate rider for tiie recovery of costs 
associated with the development of 350 megawatts of 
customer-sited generation? 

A. I don't know. 
Q. I would like you to tum to Exhibit WAA-1 

of your testimony and particularly page 4. At that 
page we see a table listing various plants and 
information about those plants, do we not? 

A. Yes, tiiat table lists existing generation 
capacity as of June 1,2010, for AEP Ohio. 

Q. And tiie m-service dates, is tiiat when 
these plans were used and usefiil for AEP Ohio? 
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A. AEP Ohio did not exist at tiie tune of tiie 
in-service dates for these units. 

Q. Okay. Would the in-service dates for 
these units be the date that tiie plants were used and 
usefiil for eitiier the Columbus Soutiiem or Ohio 
Power? 

A. Possibly. 
Q. Okay. And why would tiiey not be? 
A. Used and useful is typically a regulatory 

term when a Commission determines that a unit is used 
and useful. In some cases it may be different than 
the in-service date. 

Q. Okay. Would the in-service date be the 
date in which it was providing power or first 
providing power for one ofthe AEP Ohio conpanies? 

A. Not necessarily. It would be the date 
that the unit was officially placed in service. The 
unit would typically be tested ahead of time and 
producing energy on a limited basis but that would 
generally be the date it went into full service. 

Q. Okay. Thank you. Now, tiie Waterford, 
Darby, and Lawrenceburg units were acquired, correct? 

A. Yes. 
Q. Where were tiiey acquhed from? 
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A. I don't recall. 
MR. KUTTK: Let's go off the record. 
(Recess taken.) 

Q. Let's go back on the record. Mr. Allen, 
can you tell me what the purpose ofthe DIR is? 
.._ -A. -.The DIR is intended to provide the 
coinpany an opportunity to earn & returii on and of 
investment related to distribution investments 
including associated taxes. 

Q. Is it intended to recover the cost of 
fiiel? 

A. No. 
Q. Is it intended to recover the cost of 

purchased power? 
A. No. 
Q. Is it intended to recover costs 

associated with having to comply with altemative or 
renewable energy portfoUo requirements? 

A. No. 
Q. Is it intended to comply - or recover 

the costs to comply with environmental laws or 
regulations? 

A. Potentially, yes. 
Q. Okay. How would that be? 
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A. There are environmental mles and 
regulations that apply to distiibution facilities. 
And to the extent the company made capital 
investments to meet environmental regulations tiiat 
apply to those distiibution facilities, tiiey would be 
included within the DIR. 

Q. But it would only be vrith respect to 
distribution facilities, correct? 

A. Yes, that's correct. 
Q. Let me have you tum to your testimony at 

page 10. 
A. Okay. I'm there. 
Q. You provide some percentages at lines ~ 

tiie sentence that begins at line 2 and ends at line 
5. Do you see that? 

A. Yes, I see those. 
Q. Where did tiiose percentages come from? 
A. The percentages witii the exception of tiie 

10.5 percent common equity charge came from the 
prefiled testimony of Conpany Witness Hawkins in this 
case. 

Q. Do you know whether that is based on 
the ~ any financial statements ofthe conpany? 

A. It's based upon the capital stmcture of 
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the companies as ofthe end ofAugust, 2010. 
Q. Thank you. The costs that would be 

subject to recovery under the DIR, would that ~ 
would those costs be subject to Commission review? 

A. Yes, I believe so. 
Q. And how would that process work? 
A. That has yet to DtjileteTmined. 
Q. Would the Commission have the opportunity 

to review projects that are proposed for recovery 
prior to the implementation of those projects? 

A. No. 
Q. So this would be purely an after-the-fact 

review. 
A. As indicated on page 10, line 13 of my 

testimony, there would be an aimual pmdent review by 
an independent auditor under the direction ofthe 
staff appointed by tiie company which would review 
prior expenditures. 

Q. Okay. So, again, it would be an 
after-the-fact review. 

A. Yes, that's correct. 
Q. And in terms - is it the company's 

intent there would be a proceeding to review the 
audit? 
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A. I don't know. 
Q. And would it be fair to say you don't 

know if the company has a recommendation or 
preference in that regard? 

A. I don't know that the company has a 
preference or recommendation, that's correct. 

Q. Okay. Now, as I understand it, the 
charge would be - that would be made - under the 
DIR would be a percentage? 

A. The charge under - there would be a 
tariff associated with the DIR that would be a 
percentage of distiibution revenues. 

Q. And why did the company recommend that it 
be based upon a percentage as opposed to a specific 
amount of costs or a specific charge? 

A. The percentage of distribution revenue 
methodology that the company proposed has the effect 
ofthe cost recovery associated witii the DIR aligning 
with the cost causation ofthe customers. 

Q, And so the best way to do that is to 
allocate on a percentage basis? 

A. It's an efficient and reasonable method 
to use. 

Q. Why? 
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A. A prior distribution case would have 
determined the allocation of revenues across the 
classes for distribution service. Using a percentage 
of distribution revenue approach allows these new 
revenues to follow the same customer class allocation 
that was estabhshed in the prior case anjl there's a 
reasonable expectation that new planTiiivestment will 
follow generally a class allocation that historic 
plant investment has. 

Q. Okay. So it really wouldn't matter what 
the specific projects were, constmction that took 
place was under the DIR in terms of setting a charge. 
correct? 

A. That's correct. 
Q. Let me have you tum to page 16. This is 

a portion of your testimony that refers to the phase 
in recovery rider, correct? 

A. Yes. That discussion starts on page IS 
of my testimony. 

Q. Let me direct your attention to lines 4 
through 7. And my question is can you tell me how 
you came up with the dollar figures that are there? 

A. Yes. I looked at the carrying charges 
that would be ~ that customers would be responsible 
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for based on the stiream of revenues assuming 
11.1S percent carrying charge and compared that to a 
stream of revenues assuming a S.34 percent canying 
charge. 

Q. And where would I go to see this sfream 
of revenue? 

A. It would be included in my workpapers 
that I filed in response to a previous discovery 
request. 

Q. Do you have them in front of you? 
A. I have my testimony and the stipulation. 

MR. CONWAY: Here you go. 
THE WITNESS: Okay 

A. Okay. I have my workpapers. 
Q. Is there a specific workpaper you can 

direct me to? 
A. Yes. Ifyoureferto workpaper 8, 

WAAWP-8, as well as workpaper WAAWP-16. 
Q. Let's look at 8. Where do you look to 

see the ~ does that show that calculation? 
A. It does not. 
Q. Okay. So where is the revenue stream 

that you refer to? 
A. You would have to compare the carrying 
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costs on workpaper WAAWP-8 with the carrying cost on 
workpaper WAAWP-16. For 2012 it's $66.9 million. On 
WAAWP-8 and on workpaper WAAWP-16 tiie value is 
31.7 million. The difference between those two is 
35.2 miUion. 

Q. Thank you. On the same page of your 
testimony let me direct you to lines 13 and 14. Can 
you tell me how you derive tiie $34.4 million? 

A. Yes. If you refer to footnote 1 on tiie 
bottom of page 16, it provides the math. 

Q. And where did the two figures that are 
multiplied together come from? 

A. The $2.32 per megawatt hour comes from 
workpaper WAAWP-12. There's a bold box and on the 
left-hand side of that box ~ I'm sorry, on the 
right-hand side of that box there is a 2012 
residential rate of $2.32 per kilowatt hour ~ or 
$2.32 per megawatt hour and the 14,831 GWh is the 
assumed residential load. 

Q. And the $2.32, tiiat comes from where? 
A. If you look at workpaper WAAWP-11, line 

18, which refers to the rate at the meter in dollars 
per kilowatt hour for secondary which is tiie service 
level the residential customers are served at. 
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Q. I'm sorry. What line did you say? 
A. Line 18. 
Q. Thank you. Go ahead. 
A. For AEP Ohio you can see it's 0.002321 in 

dollars per kilowatt hour. Convertmg that to 
megawatt hour, move the decunal three points, you get 
$2.32. 

Q. And this is an estimated rate? 
A. Yes. 
Q. On the same page I would like to refer 

your attention to tiie sentence that's on lines 19 and 
20. Can you tell me how you have arrived at the 
figures tiiat are shown in that sentence? 

A. Similarly tiie $ 1.78 annually is described 
in the footiiote. And you can see in tiiat footiiote 
the $2,321 per megawatt hour tiiat comes from tiie W ~ 
workpaper WAAWP-11 that we were just discussing the 
$2 - the $2,469 per megawatt hour comes from 
workpaper WAAWP-12. It's identified as tiie 2013 
residential rate. Multiplied the difference between 
tiiose two numbers by 12 megawatt hours per year which 
is 12,000 kilowatt hours per year. Typical 
residential customers using 1,000 kilowatt hours per 
month would use 12,000 kilowatt hours per year. 
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That's how the $1.78 was calculated. 
Q. And did you tell me how the 2.784 was 

calculated? 
A. That would be - that matii would be based 

on workpaper WAAWP-12. The 2012 residential rate of 
2321 - $2,321 per megawatt hour times 12,000 
kilowatt hours per yeaf'would get you the 2.784. 

Q. Thank you. And I have one more 
calculation I would like you to go through for me and 
that is the one that is for the number that appears 
on line 7 of page 17. 

A. Okay. As with the previous questions. 
the formula is provided in footiiote 3, the source of 
the value showing in footnote 3, the $2.38 per 
megawatt hour comes from workpaper WAAWP-12 in the 
line identified as 2013 composite rate. The $2 ~ 
the $2.37 per megawatt hour comes from workpaper 
WAAWP-16 in tiie line similarly titled 2013 composite 
rate. 

Q. In your responsibilities, are you - do 
you regularly deal with CRES providers? 

A. Prior to my involvement in this case, no. 
Q. And how has your involvement with CRES 

providers changed as a result of tiiis case? 
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A. I have been engaged in negotiations with 
CRES providers as well as presenting information to 
CRES providers on some ofthe implementation issues 
associated witii Appendix C included in the company's 
stipulation and recommendation. That presentation 
happened earlier this week. 

Q. Okay. So are you the one in charge ~ or 
are you the one in the company that is in charge of 
the implementation of Appendix C to the stipulation? 

A. No. 
Q. Okay. Is it your -you are just in 

charge of explaining what Appendix C is? 
A. I would describe my role as advising the 

individuals that are implementing Appendix C as to 
its ~ its meaning. 

Q. Okay. So you are kind of tiie ~ you are 
kind of telling people who actually have to do this 
how to do it? 

A. No. I am describing what the ~ what 
Appendix C provides for, and they are indicating to 
me how they would accomplish those tasks. 

Q. Okay. Are you the person within the 
company most knowledgeable about what Appendix C 
says? 
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A. I don't know if I would be the most 
knowledgeable within - the most knowledgeable 
individual vvithin the company on Appendix C, but I'm 
very familiar with Appendix C. 

Q. Would you be one of the most 
knowledgeable within the company? 

A. •Yes : ' - ' ' - "^ • .. • 

Q. Okay. And would it be fair to say you're 
also one ofthe most knowledgeable with respect to 
the intent of the company in terms of how it intends 
to implement Appendix C? 

A. I'm knowledgeable about how the company 
intends to implement Appendix C. 

Q. Okay. Did you participate in drafting 
Appendix C? 

A. Yes. 
Q. Did you draft it? 
A. I developed an initial draft. 
Q. Okay. Would the draft be principally 

your work, the initial draft? 
A. It was informed by the mles that exist 

in Michigan. 
Q. That's not my question though. 

MR. KU'l IK: Could you read my question 
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back. 
(Question read.) 

A. Yes. 
Q. Okay. When did you prepare that initial 

draft? 
A. It's my understanding that's a 

confidential aspect ofthe discussion. 
Q. When did you prepare that initial draft? 

MR. CONWAY: I am going to object. This 
is — if this was part ofthe settlement discussions 
that occurred, then it's subject to the 
confidentiahty mle that applies to settlement 
discussions. 

MR.KU11K: When he did it is not 
pri-vileged. Whether he gave it to anybody, that 
might be privileged but when he ~ when he -wrote -
when he drafted it is not privileged. 

Q. Can you answer that question? 
A. It was prepared during the settlement 

discussions. 
Q. Can you be more specific? 
A. You know, it was sometime before the 

signing ofthe stipulation by the parties. 
Q. Okay. That was on September 7, correct? 
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A. Correct. 
Q. Was it - -was it before September 7? 
A. Yes. 
Q. Okay. You will take my-word that 

September 7 was a Wednesday? 
A. I'm not a fan of subject to check so. 
Q. Okay. — ^ - -
A. Okay. 
Q. And the 5th was Labor Day. 
A. Yes. 
Q. Did you work on Labor Day? 
A. I did. 
Q. Okay. Was the draft prepared on Labor 

Day or before Labor Day or after Labor Day? 
A. The initial draft would have been 

prepared prior to that. 
Q. Was it prepared over the weekend? 
A. No. 
Q. So it was prepared in the week prior 

to ~ prior to September S? 
A. Yes. 
Q. Was the draft shared with any parties 

before the signing session? 
A. Yes. 
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Q. Okay. Was the draft prepared or shared 
with the parties before September 7? 

A. Yes. 
Q. How far before September 7? 
A. My recollection it would be sometime the 

week prior to that. 
Q. Okay. So it was before the weekend. 
A. Yes. 
Q. Was it shared with all ofthe parties? 
A. To the best of my recollection, yes. 
Q. Was it shared with FirstEnergy? 
A. My recollection is it was shared with the 

parties that were actively engaged in negotiations at 
that point in time. 

Q. So it was not shared -with FirstEnergy. 
A. Idon'tknow. I didn't send out the 

e-mail. 
Q. Okay. Is it your understanding it was 

shared with FirstEnergy? 
A. As I indicated, I don't know. 
Q. Okay Was it shared with OCC? 
A. I don't know. 
Q. Was it shared with EEU? 
A. I don't know. 
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Q. Was it shared with The Appalachian Peace 
and Justice Network? 

A. I don't know. 
Q. Were there drafts prepared by other 

parties? 
A. Please define what you mean by prepared. 

"drafts prepared by other parties." - V—--
Q. Marking up your draft. 
A. I am not sure if tiiat's a confidential 

nature ofthe settlement discussions. 
MR. CONWAY: Your question is whether or 

not the parties discussed the draft among ~ between 
themselves? 

MR. KUTIK: No. 
Q. My question is was ~ were there drafts 

prepared by others. In other words, were you the 
only ones preparing drafts, or were people preparing 
responses to drafts? That's what I want to know. 

MR. CONWAY: Why don't we take a break. 
if you don't mind, in order to ~ I don't want to 
interfere with your examination. But I also don't 
want to step over the line on the confidentiality 
either. So let's take a 5-minute break. 

MR. KUTIK: Okay. 
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(Recess taken.) 
Q. Back on tiie record. Mr. Allen, do you 

have the question in muid? 
A. I tiiink I do, but I would prefer it to be 

reread so I answer your question. 
Q. Sure. 

MR. KUTIK: Go ahead. Can you read. 
please. 

(Question read.) 
MR. CONWAY: Okay. So tiie objection is 

to getting into tiie confidential settlement 
discussions. I'll allow the question to go forward 
on the more ~ the general level where it is right 
now about whether or not there were discussions among 
the settlement parties regarding ~ I don't mean to 
mischaracterize your question but tiie regarding the 
Appendix C that Mr. Allen has been explaining. 

A. In response to your question other 
parties provided drafts and/or commented on tiie draft 
that was prepared by me related to Appendix C. 

Q. Okay. How many drafts were tiiere? 
A. I don't recall. 
Q. Was it more than two? 
A. Yes. 
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Q. More than three? 
A. I don't know. 
Q. More than five? 
A. I don't know. 
Q. Okay More than 10? 
A. I don't know. 
Q. *Okay. So there could have been more than 

10 drafts shared between tiie parties and AEP? 
A. I don't tiiink there were more than 10 

drafts. 
Q. Okay. Did you have conversations -with 

other parties about Appendix C prior to the time the 
stipulation was signed? 

A. Yes. 
Q. Was one of those parties AEP Retail? 
A. I don't think we want to go into who we 

had discussions -with in the settlement. 
Q. I think I am entitled to know did you 

have discussions -with AEP Retail. 
MR. CONWAY: I think that does ~ that 

does cross the line into with whom the discussions 
were had. So I'll mstmct the witness not to 
answer. 

Q. But for your counsel's instraction, could 
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you answer that question? And I'll tell you why I'm 
asking that question. If your answer would be "I 
dont know" or "I dont remember," I dont want to 
fight about it. So that's why I asked the question. 
So let me ask the question again. But for your 
counsel's instmction could you have answered that 
question with something other than "I don't know" or 
"I don't remember"? 

MR. CONWAY: And I'll instmct him not to 
answer. 

Q. Okay. With respect to any aspect ofthe 
settlement, did you meet with AEP Retail or 
representatives of AEP Retail -without any party 
present not within AEP? 

A. Can you rephrase the question? I want to 
make sure I answer it accurately. 

Q. Sure. What I want to know is if you had 
meetings with any representatives from AEP Retail 
where there was no one else in the room outside of 
AEP or on a call. 

A. There were no settlement discussions with 
AEP Retail where other parties to the stipulation 
were not also in the room. The only caveat to that 
is that when the other parties including FirstEnergy 
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and the staff had discussions that excluded the 
company. Those parties required AEP Retail to leave 
that room and put us in a room with AEP Retail. When 
we were put in the same room, we did not have any 
discussions related to tiie settlement. 

Q. Okay. So there was no communication that 
""you aft" aware of relating to the settlement between 
AEP Retail and any representatives of AEP Retail and 
AEP Ohio or any representatives of AEP Ohio which 
were not shared with others outside of AEP about the 
settlement? 

THE WITNESS: Can you reread the 
question? 

(Question read.) 
A. It's a compUcated question so I'm going 

to answer it fully without just answering with a yes 
or no to make sure that it's clear. There were no 
settlement discussions or meetings between AEP Ohio 
or its representatives and AEP Retail that did not 
occur with other parties in the room. There were no 
independent meetings between AEP Ohio and AEP Retail. 

Q. Okay. And that would be the case for 
phone calls. There was no phone calls just between 
AEP Ohio and AEP Retail or their representatives 
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about the settlement without other parties outside of 
AEP being on tiie call. 

A. That's my understanding, yes. 
Q. And would the same tiling be tine for 

e-mails or -written communications? 
A. That's my understanding, yes. AEP retail 

was teeated just like every other party in the 
settlement. 

Q. Did AEP Retail pro-vide comments on the 
draft fliat you circulated? 

MR. CONWAY: At this point tiie same 
objection. 

. MR.KLrriK: Okay Well, tiiis is - tiiis 
is why I don't believe the privilege applies so I'm 
just making a statement that as - if tiiey are 
dealing with a coiiuaon purpose and a common mterest. 
then certainly that would be privileged. But where 
you are dealing with a settlement of a contested 
matter there is not a common interest and, therefore. 
there would be no privilege. It may not be 
admissible under Rule 408 but that admissibility does 
not preclude me from asking questions in tiie 
deposition. That's my position. 

MR. CONWAY: Well, I think tiie mle that 
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I developed and laid out was whether there were 
discussions about specific matters, specific parts of 
the stipulation among the parties including AEP Ohio, 
okay. But getting into specific discussions of 
matters regarding the stipulation between one party 
and AEP Oltio or one party and another party, no. 

"MR-lctftlK: My point is, Dan, tiiaf cannot 
be privileged, and it's not privileged. I'm entitied 
to ask questions on that in a deposition. 
Admissibility is a different thing. 

MR. CONWAY: Well, for now in any event 
there we are. 

MR. KUTIK: You are going to stand on 
your objection. 

MR. CONWAY: Yeah. 
MR. KUTIK: Okay 
MR. CONWAY: And I will revisit it at the 

next break but that's where it is right now. 
MR. KUTIK: Fair enough. 

Q. (By Mr. Kutik) Let me ask my follow-up 
question in light ofthe instmction. Could you 
answer that question but for your witness's 
instmction? 

MR. CONWAY: Lawyer's instmction. 
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Q. Your lawyer's instmction with an answer 
other than "I don't know" or "I don't remember"? 

A. Yes, I think I could answer that 
question. 

Q. Okay. Thank you. Now, earlier you said 
that ~ 

MR. CONWAY: I'm sorry. What is the 
question we are? 

MR. KUTIK: The question is did AEP 
Retail provide comments. 

MR. CONWAY: Okay 
Q. You said earlier that your draft was 

based upon what was happening in Michigan, correct? 
A. No, it was not based on what was 

happening in Michigan. It was based upon the mles 
that currentiy exist in Michigan. 

Q. Okay. Those happen in Michigan, don't 
tiiey? 

A. They are the mles that have been 
accepted by the Michigan Commission. 

Q. Okay. And those mles were promulgated 
pursuant to a statute, correct? 

A. That's my understanding, yes. 
Q. Okay. And are you familiar with that 
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statiite? 
A. To some degree. 
Q. Okay. Is it tme that that statute sets 

limits on the amount of shopping that can occur? 
A. That's my understanding generally, yes. 
Q. Is there a similar statute in Ohio that 

limits shopping? . — . . 
A. No, not to my understanding. 
Q. Okay. But your draft was based upon a 

mle that was based upon a statute that limits 
shopping, correct? 

A. That was the starting point of my draft. 
Q. Okay. Let's tum to Appendix C. You 

have the stipulation in front of you? 
A. I do. 
Q. Okay. Now, at various places Appendix C 

talks about an "RPM set-aside" and in another 
statement it talks about "energy allotments"; would 
that be correct to say? 

A. I apologize. I just printed this off the 
Commission website this moming, and it didn't 
include Appendix C. 

Q. I have a separate copy I can give you. 
There you go. 
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A. Thanks. 
MR. KUTIK: Off the record. 
(Discussion off the record.) 

Q. Okay. My question was the Appendix C 
uses the teiiii "RPM set-aside" and then it also uses a 
term "energy allotment"; is that correct? 

A. Yes. 
Q. Okay. And, for example, let's look at 

page 2 under the heading "Order of Priority for RPM 
Set-Aside," first paragraph, first line uses the term 
"energy allotment," correct? 

A. Correct. 
Q. And "energy allotment" is not a defined 

term on Appendix C, is it? 
A. It is not defined within the definition 

section, that's correct. 
Q. Okay. Are energy allotments the same 

thing as a set-aside? 
A. No, they are not. 
Q. How are they different? 
A. Allotments are based on individual 

customers. The RPM set-aside reflects the entire 
amount of ~ 

Q. All the allotments. : 
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A. Not necessarily but it reflects the 
aggregate - the RPM set-aside is the total of all of 
the allotments that are - that receive the RPM rate. 

Q. Okay. So when you talk about "energy 
allotment," you are reefing to a specific customer. 
correcf? 

A. Correct. 
Q. You are not referring to a customer 

class. 
A. No. 
Q. What I said is correct, you are not 

referring to a customer class. 
A. I am not referring to a customer class. 
Q. Okay. Now, it's the case, is it not, 

that a contract between a municipal govemment 
aggregator and a CRES provider would not be tteated 
as a conti-act or customer contract under Appendix C, 
correct? 

MR. CONWAY: Would you read that back? I 
think I got it. 

(Question read.) 
A. As I indicate on page 14, line 15 of my 

testimony, this is not an agreement between a CRES 
and a customer. 
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Q. So it would not be tteated as a customer 
conttact, correct? 

A. That's correct. 
Q. Why is that? 
A. As I previously indicated, it's not a 

customer contract between a customer and a CRES 
provider. 

Q. Is it a conttact on behalf of a customer? 
A. I don't think that I would agree to that 

characterization. 
Q. Why not? 
A. When a conttact is signed between a CRES 

and a governmental aggregation group, the individual 
customers have the abihty to opt out of tiiat 
conttact or to opt out ofthe govemmental 
aggregation if it's an opt-out govemmental 
aggregation. In the case of an opt-in govemmental 
aggregation situation, the customer would have to do 
the opposite and affirmatively agree to opt in to the 
aggregation so no contract occurs between a CRES and 
a customer in my view until they either fail to avail 
themselves ofthe opt-out provision or affirmatively 
take advantage of an opt-in provision. 

Q. Okay. So you don't view the contract 
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between the municipal aggregator and the CRES 
provider as a contract on behalf of a customer 
subject to the customer optmg in or opting out as 
the case may be, fair to say? 

A. I tiiink tiiat's a legal distinction that 
I'm not making. 

Q. Based upon-your understanding, sfr. You 
are testifying about what a conti-act is. So, now, I 
am asking you can you answer my question? 

THE WITNESS: Can you repeat tiie 
question? 

(Question read.) 
MR. CONWAY: Was tiiere an answer? 
MR. KUTIK: He said it was a legal 

conclusion. 
MR. CONWAY: Legal conclusion so I'll 

object to the follow-up tiien. He's explained what 
his position is, and you may disagree with it. 

MR. KUTIK: I am entitied to - 1 am 
entitied to an answer to tiiis question. 

Q. Can you answer that question? 
A. If you refer to page 14, lines 22 and 23 

of my testimony, my opinion is tiiat "the conttact 
between the CRES and the customer would occur at the 
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time that the customer opted-in or did not avail 
themselves of tiie opportunity to opt-out." 

Q. That's not my question and you know it. 
sir. So answer my question. 

MR. CONWAY: That's not - he has 
answered your question twice. 

MR. KUTIK: No, he hasn't. 
MR. CONWAY: He said -
MR. KUTIK: Don't coach. Now, you're 

coaching. 
MR. CONWAY: No, I'm objecting. 
MR. KUTIK: You're coaching. And tiie 

question -
MR. CONWAY: I am objecting to tiie 

question. 
MR. KUTIK: I object to tiiis witiiess 

deliberately not answering my question. That's ~ 
tiiat's the ~ that's the objectionable thing so let 
me ask the question to the witness. 

MR. CONWAY: He has answered four times. 
MR. KUTIK: I am going to ask him again. 

Q. Is this conttact between a govemment 
aggregator, municipal aggregator, and a CRES provider 
a conttact on behalf of customers subject to the 

ARMSTRONG & OKEY, INC, 

22 (Pages 85 to 88) 

Columbus, Ohio (614) 224-9481 
94fa8710-17cd-4015-abc3-dbb756130348 



William Allen 

1 

2 

3 
4 

5 

6 
7 ' 
8 

9 

1 0 

1 1 
1 2 

1 3 
1 4 

1 5 

1 6 

1 7 
1 8 

1 9 

2 0 

2 1 

2 2 

2 3 
2 4 

1 

2 
3 
4 

5 

6 
7 

8 . 
9 

10 
1 1 
12 
13 
14 

15 
16 
17 

18 
19 
20 
2 1 
22 
2 3 
24 

Page 89 

customer opting in or opting out as the case may be? 
Can you answer that question, sir? 

MR. CONWAY: Objection. 
Q. Is it or is it not? 
A. I think I've answered your question that 

th£,conttact -
Q. Can you answer yes or no? Can you answer 

it yes or no? 
A. The ground mles at the beginning were 

don't intermpt, sir. 
Q. Sir, can you answer it yes or no? 

MR. CONWAY: Mr. Kutik, you are - at 
this point you are arguing witii the witness. 

MR. KU'l'iK: I am not arguing with the 
-witness. I am seeking to know whether the -witness 
can answer this question yes or no. 

MR. CONWAY: Well, you want to find out 
whether or not he thinks there's some legal 
relationship ~ legal confractual relationship that 
exists pre-opt in or pre-opt out. 

MR.KU11K: No. You are coaching. 
MR. CONWAY: No, I am not. 
MR. KU'l IK: I know what the mles for 

objections are. You have an objection, state 
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"objection." Otherwise be quiet, sir. 
MR. CONWAY: Well, I am making the 

objection. 
MR. KUTIK: Well, there is no objection. 
MR. CONWAY: All you are doing is arguing 

-with him. 
Q. Can you answer the question yes or no? 
A. Beyond the answer that I have already 

provided, I don't know that I can provide a yes or no 
answer to your question. 

Q. So you can't say whether a conttact 
between a municipal aggregate and a CRES pro-vider is 
a contract on behalf of a customer subject to that 
customer opting in or opting out as the case may be. 
fair to say? 

MR. CONWAY: Objection. Now, he has 
answered the question instead of three or four times 
now four or five times. 

Q. You cannot answer that question? 
A. I think I provided an answer to your 

question. 
Q. Can you answer yes or no? 

MR. CONWAY: He has already answered. 
Move on. 
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MR. KUTIK: No. 
Q. Can you answer yes or no? 

MR. CONWAY: Read back ~ read back the 
third answer, please. 

MR. KU'l'iK: All he has to say is, "No, I 
can't answer it." 

Q. Please, can you answer it yes or no? 
MR. CONWAY: Ifi could have the answer. 
MR.KUTIK: No. 

Q. Can you answer? 
MR. CONWAY: Mr. Allen, I instinct you 

not to answer, and I request the court reporter to 
read back the prior ~ your prior answer. 

Q. Can you answer it yes or no? 
MR. CONWAY: May I please have ~ 

Q. Can you answer it yes or no? 
MR. CONWAY: ~ the prior answer read 

back? 
Q. Can you answer yes or no? You are 

refiising to answer yes or no? The record will 
reflect that. 

MR. CONWAY: May I have the previous 
answer read back? 

MR. KUTIK: Okay Please. 
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Q. Because you are going to answer it at the 
hearing, sir, so you might as well tell me now. 

A. I think I have provided an answer to your 
question. 

Q. Can you answer it yes or no? That's my 
question. You have not provided an answer to that 
question. 

MR. CONWAY: I have instmcted him not to 
answer any more questions on this ~ on this line. 
and I have asked for the prior answer to be read 
back. 

Q. What you said was you can only say what's 
in your testimony; isn't that what you said? 

MR. CONWAY: Let's-
Q. Is that what you said? 

MR. CONWAY: May I please have the answer 
read back? 

MR. KUTIK: Okay. Read the answer back. 
MR. CONWAY: If you can fmd it. 
(Answer read.) 

Q. So isn't it tme you cannot answer my 
question yes or no? 

MR. CONWAY: Again, the same objection. 
Q. Can you answer the question yes or no? 
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MR. CONWAY: And I will instinct tiie 
witness not to answer and please move on. 

MR. KUTIK: Okay. So you are instmcting 
this witness to not answer the question whether he 
can answer this question yes or no? 

MR. CONWAY: I think he has answered it. 
MR. KU TIK: Is that yourtnstincfion? ' 
MR. CONWAY: He has answered. 
MR. KU TiK: I think the question "can you 

answer this question yes or no" is capable of a yes 
or a no. 

Q. So can you answer this question yes or 
no, -with a yes or no? 

MR. CONWAY: And, again, weVe done. 
Please move on. 

Q. All right. I'm telling you right now you 
are going to get that at hearing, sir, so I hope you 
have an answer other than ~ that's going to be a yes 
or a no. Do you understand that, sir? 

MR. CONWAY: Please move on. 
Q. Do you understand that? You can't answer 

that question either? 
MR. CONWAY: There's ~ 

A. I heard what you had to say. 
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Q. Okay. Isn't it tine that you ~ you-view 
govemment aggregation as slamming? 

A. No, I don't think that's the case. 
Q. Okay. Did you ever refer to or use tiie 

word "slamming" or "slam" with respect to govemment 
aggregation? 

A. Yes, I did. And in that context my 
recollection ofthe words I used were, for lack of a 
better definition, that's the word even though it 
doesn't have the right connotation, I think it was 
very clear to everybody in the room 

Q. Well, slamming has a negative 
connotation, doesn't it? 

A. And I made it clear to everybody in the 
room I was not putting tiie negative connotation with 
tiiat term 

Q. Well, what connotation - is there a 
positive connotation to slamming as far as CRES 
providers are concemed? 

A. No. 
Q. Okay. And when you refer to govemment 

aggregation as slamming, what did you mean? 
A. What I meant were customers were assigned 

a provider and they had to take action to choose not 
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to be associated -with that pro-vider. 
Q. So you viewed opt-out aggregation 

conttacts as akin to a slam? 
A. No, I don't think that's what I stated 

nor the intent of what I stated. And everything that 
was in the room heard everything I had to say and I 
don't think -

Q. You did use those words. 
A. ~ anybody viewed my statement as 

associating a negative connotation with that. 
Q. And you obviously knew what everyone else 

in the room thought, right? 
A. I know what I indicated to everybody in 

the room, and I saw the reactions of the people in 
the room. 

Q. And the reaction of the people in the 
room, they were shocked that you said that; isn't 
that tme? 

A. I don't know if they were shocked or not. 
Q. Okay. Well, certainly you had to give an 

explanation once you saw how people reacted to what 
you said, right? 

A. No, because I am pretty certain that when 
we had that discussion before I even used the word, I 
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made it very clear that that was not my intent. 
Q. Okay. You are aware that there are state 

policies that support govemment aggregation. 
A. Yes, there are. Yes, I'm aware. 
Q. And, in fact, that is one of the policies 

that the Commission needs to look at in re-viewing the 
ESP, correct? 

A. I don't know tiiat. 
Q. Okay. So you don't know whether the 

Commission needs to review the ESP to determine 
whether it promotes or encourages shopping ~ or. 
excuse me, promotes or encourages govemment 
aggregation? 

A. Can you please read - repeat the 
question? 

Q. Sure. My question is you don't know 
whether tiie Commission has to review the ESP to 
determine whether it promotes or encourages 
govemment aggregation? 

A. That's correct, I do not know. 
Q. Okay. Does the ESP promote or encourage 

govemment aggregation? 
A. It does not discourage govemmental 

aggregation in my view. 
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Q. Does it promote or encourage govemment 
aggregation? 

A. Yes. 
Q. How? 
A. Referring to page 2b3 - paragraph 2b3 of 

the stipulation on page 22. 
Q. I'm sorry, you are on page 22? 
A. Page 22 ofthe stipulation, paragraph 2b3 

ofthe stipulation, I think it's paragraph 2b3 ofthe 
stipulation. There's a pro-vision -within the 
stipulation that provides for an allocation ofthe 
RPM-priced capacity set-aside on a pro rata basis 
among the residential, commercial, and residential 
classes for the remainder of 2011 such that each one 
ofthe classes has an opportunity to take advantage 
ofthe RPM-priced capacity set-aside that's included 
within the ESP. Included -within that residential 
group would be customers that are participants in 
govemmental aggregation. 

Q. Anything else in the ESP that promotes or 
encourages govemmental aggregation? 

A. The — in general the discounted capacity 
that's provided would encourage govemmental 
aggregation. 
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Q. How? 
A. It produces capacity for use by CRES 

providers to serve govemmental aggregation load at a 
cost significantly below the company's cost of that 
capacity and well below the $255 megawatt day that's 
provided in the stipulation. 

Q. Anything else? 
A. There may be other provisions. There may 

be other provisions I'm not - I may not be aware of 
Q. That's all you can think of today? 
A. Those are the ones I can think of today. 
Q. Now, -with respect to the availability of 

allotment for the residential ~ well, I'll back up. 
Is it fair to say that you've identified 

two things in the ESP that potentially promote or 
encourage government aggregation, one being the fact 
that residential customers would receive part of the 
set-aside and, second, that the ~ that certain 
customers may be able to get a discount -with respect 
to capacity. Have I stated that correctly? 

A. No, you have not. 
Q. Okay. What's wrong with how I stated it? 
A. The first piece is that residential 

customers would get an allotment ofthe pro rata 
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allocated RPM set-aside throughout the remainder of 
2011, and if they received that allotment, thefr CRES 
provider would receive discounted capacity throughout 
tiie time that those customers take service from a 
CRES subject to the other provisions of Appendix C 
such that ifwe were over the cap and the like. 

The other provision is that even after-
the pro rata allocation that occurs in 2011, 
residential customers under govemmental aggregation 
could continue to receive allotments within the 
21 percent, 31 percent, and 41 percent allotment such 
that their CRES provider would receive discounted 
capacity that they may in tum use to reduce the 
prices that they charge to those customers. 

And then tiiere's the other piece that I 
mentioned is the $255 capacity for shopping above the 
21, 31, and 41 percent is still a significant 
discount to the fiill cost of capacity that the 
company is providing so those are the three elements. 

Q. Okay. With respect to the three elements 
that you've identified that promote or encourage 
governmental aggregation, would it be fair to say 
that the effect of those provisions on govemmental 
aggregation customers is no different than any other 
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residential customer? 
A. I don't know that I could say it's no 

different, but it would be similar. 
Q. Okay. Well, are residential customers 

who receive service tiirough - from a CRES provider 
tiirough a govemment aggregation tteated under the 
stipulation any differently than any other 
residential customer who receives service from a CRES 
pro-vider? 

A. I don't believe so. 
Q. Now, part of the process to inplement 

Appendix C is en-visioned to be something called a 
detailed implementation plan, correct? 

A. That's correct. 
Q. Are you tiie one within AEP that is in 

charge of drafting that plan? 
A. With input from others, yes. 
Q. Okay. Has - have you been drafting that 

plan? 
A. I have been drafting elements of that 

plan, yes. 
Q. Has a draft of the plan been conpleted? 
A. No. 
Q. What is your expectation as to when a 
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1 draft of the plan will be completed? 
2 A. I don't know. 
3 Q. Okay. Will it be completed before the 
4 hearing in this case? 
5 A. It's possible but I don't know. 
6 Q. Okay. Is it your ~ well, once a draft 
7 of the plan has been cornple!ed,"is there some process 
8 within AEP to review that draft? My question was 
9 within AEP. 

10 THE WITNESS: Could you repeat the 
11 question, please? 
12 (Question read.) 
13 A. No process has been developed at this 
14 point. 
15 Q. So no process has been developed to 
16 re-view the plan intemally -within AEP; is that your 
17 testimony? 
18 A. At this point no process has been 
19 developed, that's correct. 
2 0 Q. And would it be fair to say that no 
21 process has been developed to review the plan outside 
2 2 of AEP? 
2 3 A. That's correct. We have not developed 
24 that process yet. 
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1 A. ~ implementation plan within AEP. 
2 Q. So you have no idea whetiier it's likely 
3 or not that the plan -will be shown to the signatory 
4 parties before the hearing in this case? 
5 A. No. It's dependent when that detailed 
6 implementation plan can be completed. 
7 Q. So, again, we have no idea when that's' ̂  - " 
8 going to happen, correct? 
9 A. At this point I don't know when that's 

10 going to happen. 
11 Q. Okay. And would you expect that once a 
12 detailed implementation plan is developed as 
13 acceptable to AEP and it's acceptable to the 
14 signatory parties, that that plan will be presented 
15 to the Commission for its approval? 
16 A. I don't know that it would be presented 
17 to the Commission but that's one possibility. 
18 Q. Does the ~ does AEP have a 
19 recommendation or preference on that issue? 
2 0 A. At this point I don't think the company 
21 has come up with a preference or recommendation. 
2 2 Q. There is a process that's contemplated to 
2 3 form a queue of customers, correct? 
2 4 A. Yes. 
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1 Q. Do you have any understanding or 
2 expectation of what that external review process 
3 would entail? 
4 A. I would assume it would involve re-view of 
5 the signatories as indicated on page 5 of Exhibit C. 
6 Q. Is it your expectation that if the 
7 Commission approves the stipulation before ~ well, 
8 let me start again. 
9 It might be the case that the detailed 

10 implementation plan is not completed as far as being 
11 acceptable to all signatory parties before the 
12 hearing. 
13 A. That's possible. 
14 Q. Okay. Is it your best guess that that 
15 would be the case, or do you have no idea? 
16 A. I don't have an idea because I don't know 
17 what time the signatory parties would need to review 
18 the document. 
19 Q. Is it your best guess that the internal 
2 0 process witiiin AEP to review the plan will be 
21 completed before the hearing? 
2 2 A. As I indicated previously, there's ~ no 
2 3 process has been developed to review the detailed ~ 
24 Q. So, again-
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1 Q. When does that process begin? 
2 A. The company will be retaining information 
3 to allow a queue to be estabhshed upon Commission 
4 approval ofthe stipulation and recommendation that 
5 includes that queue. No queue can necessarily exist 
6 prior to a Commission order approving this. 
7 Q. Can CRES providers begin pro-viding 
8 information to put customers in a queue tomorrow? 
9 A. CRES providers have the ability to put 

10 customers in the queue in the past. They still have 
11 that abihty. The only provision of Appendix C that 
12 would allow a CRES to put a customer in the queue 
13 that is not yet established would be the pro-vision of 
14 an affidavit. 
15 Q. Okay. Could CRES providers start 
16 pro-viding affidavits tomorrow? 
17 A. The specifics ofthe affida-vit 
18 information is in the process of being developed. 
19 Q. Okay. So the answer is, no, they 
2 0 can't - they can't begin to provide affidavits until 
21 the affidavit process is developed? 
2 2 A. That's my understanding. 
2 3 Q. Can a CRES provider place a customer 
24 in ~ in the queue without an affida-vit? 
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A. Yes. 
Q. And how does that happen? 
A. Through a customer s-witch or through the 

customer - or through the customer providing a 
90-day notice to the company 

Q. Okay. So that to the extent that there 
are already customers that have switched to the CRES 
provider, they are in the queue; is that your 
testimony? 

A. Yes. 
Q. And customers that have already provided 

the 90-day notice, they are in the queue? 
A. Yes. 
Q. Would it be correct to say that since you 

are not sure when the detailed implementation plan 
will be developed that you're not sure when the 
affidavit form would be ~ will be developed, will be 
developed and available? 

A. That's correct. We are currently 
developing that affidavit form. 

Q. Do you expect to make the affidavit form 
available for CRES providers to use prior to the 
completion and approval, if any, of tiie detailed 
implementation plan? 
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A. Depending on the time of the completion 
of the detailed implementation plan, there's a 
possibility that the company would have the affidavit 
form completed prior to that. 

Q. And available for folks to submit. 
A. Yes. 
Q. Would it be the case then that the queue 

could actually begin -with affidavits prior to the 
completion of the detailed implementation plan? 

A. I think, as you've indicated previously. 
the queue doesn't really occur until after there's a 
Commission order approving the stipulation and 
recommendation. And the company's retaining 
information to create that queue into the past. I 
may have indicated previously that customers with 
90-day notice or customers that switch could get into 
the queue, and when I made tiiat statement, my 
statement was intended to reflect that when the 
company basically creates the queue after approval by 
the Commission, that information would have been 
retained such that those customers could be placed in 
the queue. 

Q. Okay. So is it the case that AEP Ohio 
-will not be accepting any affidavits any earlier than 
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tiie approval of tiie stipulation by the Commission? 
A. No, that's not what I indicated. 
Q. Okay 
A. Or what I intended to indicate, at least. 

The conpany is currently working to develop that 
affidavit form And in light ofthe fact that 

^ •̂ bvdmmental aggregation is one of those groups tiiat 
would be able to use tiiat affidavit form and tiiat 
affidavit would have to be submitted for large 
volumes of customers at once, the conpany s trying to 
develop an, you know, IT-based method to allow CRES 
providers to submit affidavits for large numbers of 
customers in a fairly efficient manner. 

Q. Well, my question was really about timing 
and comparing the timing of certain events, and the 
events I want to understand is when the CRES provider 
can first provide an affidavit versus the approval 
of ~ from the Commission of the stipulation. And my 
question is could tiie affidavits be submitted before 
Commission approval? 

A. That's my expectation that that system 
will be up and ready and CRES providers will be able 
to submit affidavits in anticipation of a Commission 
order. 
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Q. Okay 
A. But we would have that available prior to 

a final order. 
Q. Okay. Now, you used the word final order 

which unfortunately, I guess for you, is a legal 
term. When — you are aware that a Commission 
order - well, let me back up. 

Are you aware that a Commission order 
isn't necessarily final after it issues the order? 

A. Yes, I am. 
Q. You are aware there is an application for 

rehearing process? 
A. Generally, yes. 
Q. And you are aware of potential appeal to 

the Ohio Supreme Court. 
A. I'm aware that's a potential, yes. 
Q. Okay. So when you were talking about ; 

things happening on Commission approval, did you mean ' 
the approval of what we -will call the first order or 
after the exhaustion of all appeals? • 

A. I was referring to the company accepting 
affidavits prior to a Commission order and that ! 
Commission order as I was using it in my description ; 
there -would be the mitial order approving tiie \ 
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stipulation and recommendation. 
Q. Okay. Well, I think you mischaracterized 

a prior part of our examination so let me go back on 
something. 

A. Sure. 
Q. I think-what you said earlier was that 

the queue'would not actually be formed uniiilhe 
Commission order or the Commission approved the 
stipulation; is that correct? 

A. That's my understanding, yes. 
Q. Okay. And when you are referring to the 

Commission order there, are you referring to what we 
have been calling the first Commission order as 
opposed to the exhaustion of any appeals? 

A. I've not thought about that distinction. 
Q. So you don't know? 
A. I don't know. 
Q. Okay. Now, the affidavit that can be 

presented by a CRES provider, that's an affidavit 
that says we have a conttact -with customer X, 
correct? 

A. It affirms that the CRES provider has a 
conttact v/ith a specific customer, yes. 

Q. Okay. Now, can that be a handshake deal? 
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A. I don't know. 
Q. Okay Could be? 
A. I don't know. 
Q. Can ~ would it be appropriate for a CRES 

provider to pro-vide an affida-vit of a conttact that 
was contingent on the customer being able to obtain 
an energy allotment with the RPM-priced capacity? 

A. Can you repeat the question again? 
Q. Sure. Assume for me a situation where 

the CRES pro-vider and the customer have a conttact 
that says the conttact will only begin if the 
customer can get the ~ part ofthe allotment that 
makes the customer eligible to receive RPM-priced 
capacity. With me so far? 

A. Yes. 
Q. And my question is would that be 

appropriate to be included as an affidavit or in an 
affidavit that would make that customer eligible for 
a place in the queue? 

A. That's a term or condition ofthe 
conttact between the CRES and the customer. 

Q. Correct. 
A. And I don't know that the company would 

be aware of any of those terms and conditions that 
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are included in the contract. So I don't think it 
would change whether it was a contract with the 
customer and the CRES or not. 

Q. So far as you are concemed, tiiat would 
be a valid conttact that would give the customer a 
place in the queue? 

A. Yes, it would be a contra:ef between a 
CRES and a customer. 

Q. Would it be the case that a - that a 
CRES pro-vider can only provide an affidavit if there 
was a conttact of some kind? 

A. As indicated in Appendix C, it's an 
affida-vit to AEP Ohio regarding tiie existence of a 
validly executed conttact so in my understanding 
that's a contract. 

Q. Okay. So a customer could not get a 
place in the queue if the customer had not yet 
conttacted with a CRES pro-vider? 

A. That's not tine. 
Q. Okay. A customer couldn't get a place in 

the queue through an affidavit if the customer had 
not contracted? 

A. Yes, because it's an affidavit regarding 
the existence of a vahdly executed contract. 
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Q. How can a customer get in the queue if 
the customer doesn't have a conttact? 

A. The customer could provide 90-day notice 
of its intent to switch. 

Q. Okay. Any other way? 
A. Actually switching. 
Q. Okay. Anything else? Let me back up. 
A. I think that's it. 
Q. Okay. Thank you. Let me back up to one 

of your answers. Would you view the customer who 
actually switches as a customer who has a contract? 

A. My assumption is when a customer 
switches, they have some conttactual relationship 
witii a CRES. 

MR. KUTIK: Let's go off the record. 
(Discussion off the record.) 

Q. Has the cap for 2012 been determined? 
A. As indicated on page 1 of Appendix C, the 

cap for 2012 is defined as 21 percent ofthe kilowatt 
hour sales of AEP Ohio for the average 24 months 
ended July 31, 2011, which was 47 milhon ~ a little 
in excess of 47 million kilowatt hours, so it would 
be 21 percent of that. 

Q. Will there be caps established for each 
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customer class? 
A. The cap is not set on a class specific 

basis for 2012. 
Q. Will it be? 
A. Allotments under the cap will be 

allocated throughout the remainder of 2011 based upon 
the pro rata allocation as described in Appendix C*"' " 
under "Securing an RPM Set-Aside," paragraph 1. 

Q. And when will that take place? 
A. During the final four months of 2011 

through December 31, 2011. 
Q. So you can't give me anything more 

certain than sometime before the end ofthe year? 
A. As indicated in that paragraph, an 

additional consideration in determining the pro rata 
allocation is the number of allotments or the 
percentage of shopping that is ~ that has occurred 
through September and it's - the number allotments 
that have been awarded as of September 7, 2011, 
that's a key factor in determining what the 
allotinents will be for each one ofthe three customer 
classes. 

Q. Okay. Well, it's past September 7, 
correct? 
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A. That's correct. 
Q. You'll accept that subject to check. 
A. I'll accept it. 
Q. Okay. And isn't it tine ~ well, so have 

you been able to calculate the allotments? 
A. The company is in the process of 

calculating those allotments. 
Q. And when will that be finished? 
A. People are working on it. It will be 

finished when the data is accurate enough to 
disseminate. 

Q. Okay. So you can't tell me when it's 
going to be finished? 

A. At this time I can't tell you when it 
will be finished. 

Q. Is it your expectation that it -will be 
finished before the hearing ends in this case 
assuming the hearing goes for a week and a half? 

A. It's possible that it would be completed 
before the end ofthe hearing. 

Q. And how do you intend to let folks 
outside of AEP know what those allotments are? Let 
me back up. Do you intend to let folks outside AEP 
know what those allotments are? 
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A. My opinion is that the company would 
consult with the Commission and tiie staff to 
determine the appropriate way to communicate that 
information. 

Q. Okay. Well, first, it would be your 
expectation tiiat the company would communicate that 
outside of AEP, correct?; 

A. My expectation is we would communicate at 
a minimum with the staff. 

Q. Okay. So it's unclear at this time 
whether the amount ofthe allotinents would be 
produced with, say, a CRES provider or provided to 
CRES providers; is that your testimony? 

A. I just don't know the answer to that at 
this point in time. 

Q. Would the allotments to each customer 
class change throughout the year? 

A. Throughout which year? 
Q. In a calendar year, let's say. 
A. There is no allocation of the allotment 

among classes after December 31 of 2011, 
Q. Okay. So the only thing that would 

change would be the cap itself, correct? 
A. The cap would change annually. 
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Q. Right. And that was my question, the cap 
only changes annually, correct? 

A. Yes. 
Q. And what is ~ what is - what would be 

the process for ~ or would there be a process for 
Commission re-view ofthe cap in any year? 

A. As indicated on page 3 of Appendix C in 
the section titled "Determination of tiie Cap," 
paragraph 2, "The Cap shall be submitted to the 
Commission through a filing by September 31 of the 
preceding year." And that date should be 
September 30. 

Q. Okay. So would it be an ~ you would-
you would at least be publishing it to the world by 
then, by September 30? 

A. It would be submitted to the Commission 
through a filing. Whether or not that data would be 
redacted or not is something that has to be 
determined working with the Commission, 

Q. Okay. Would it be your understanding 
that the Commission could revise the cap once the 
filing was made? 

A. My expectation would be that the only 
adjustment to the cap that the Commission could make 
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is if the company had a mathematical error m their 
estimation ofthe inputs to the cap that have been ~ 
that have been set by the stipulation and 
recommendation. 

Q. Okay. Well, one ofthe determinants is 
the.aniount of load in the prior year? 

K. The detferininant is the*12-morith period 
ending June and ~ 12-month period ending June. 

Q. And the load for that 12 months? 
A. The kilowatt hour sales for that 12 

months. 
Q. Okay. Let's say the Commission could 

disagree -with what you report is tiie load, right? 
A. They could determine that what the 

company reported was ~ was inaccurate but that ~ 
but not a judgment about what the load should have 
been, what the load achially was. 

Q. The Commission could make that 
judgment ~ could not make that judgment. 

A. I'm sorry. What judgment are you 
referring to? 

Q. What the load actually was. 
A. My view of what the Commission's re-view 

would be is to determine if the company accurately 
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represented tiie load for the 12-month period ended 
June, the weather adjustment done was appropriate, 
and the mathematical calculations the company did 
were accurate. 

Q. So there might be adjustments to the 
load, correct? 

A. Only if the Commission found there was an 
error in the companys data. 

Q. Okay. I thought you said that the 
Commission could look at the load and any adjustments 
to the load. 

A. There is a weather adjustment that's 
included. 

Q. So the Commission might determine the 
weather adjustinent is inappropriate; they could do 
that, right? 

A. The method for determining the weather 
adjustment -will be included within the detailed 
implementation plan. 

Q. But they could determine that was 
incorrect, correct? 

A. At this point I don't know. 
Q. Okay. Now, could you describe for me the 

process for notification of cap availability to CRES 
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providers? 
A. That's something tiiat's being developed 

as part ofthe detailed implementation plan. 
Q, Okay. Is there any current thinking 

within AEP as to what that process would entail? 
A. At this point we are evaluating the most 

efficient way to do timtf'-'-•-
Q. There is a cap tracking system that is 

supposedly to be developed; is that correct? 
A. That's correct. 
Q. And what is the estimated completion time 

of that? 
A. As indicated in the stipulation, the 

company has committed to have that cap ttacking 
system available and operational within 60 days of 
the issuance ofthe order. 

MR. KUTIK: Let's go off tiie record. 
(Discussion off the record.) 
MR. CONWAY: Canljusthave the Qand A? 
MR. KUTIK: Sure. 
(Question and answer read.) 

Q. Will there be a way to frack the cap 
availability before that system is in place? 

A. It's possible and tiiat's anotiier item 
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that the company would have to work with the 
Commission and their staff on how to appropriately do 
that and once the company has the capability of 
pro-viding that data. 

Q. So you are not in a position today at 
least to describe how the cap might be tracked before 
the cap tracking system is completed? 

A. That's correct. 
Q. Now, does AEP Ohio keep data on shopping? 
A. I tiiink you are going to have to be more 

precise on what that data you are requesting is. 
Q. Okay. Well, for example, do they keep 

data on which customers are shopping and which 
customers aren't shopping? 

A. I think we have those records, yes. 
Q. Okay. And does AEP Ohio have data on 

aggregate shopping customers in terms of knowing the 
number of customers that have shopped? 

A. Yes. 
Q. And the percentage ofcustomers that have 

shopped? > 
A. I think that to be tine, yes. 
Q. Okay. Are you aware of any of those 

pieces of information? 
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A. I know that the company has evaluated 
that and published that information on the Commission 
website I think it's on a quarterly basis. 

Q. Okay. But you don't know that? 
A. I know that we publish customer shopping 

data. 
Q. In other words, you don't "'yoiJfQorfl' 

know the number ofcustomers who have shopped; you 
don't know the percentage ofcustomers who have 
shopped? 

A. That's correct. 
Q. Would it be the same to say you don't 

know what load is represented by shopping customers? 
A. That's correct. 
Q. And would it be fair to say that you 

don't know the number of customers, percentage of 
customers, or the load of shopping customers by any 
particular class? 

A. That's correct. 
Q. Do you - are you aware of the percentage 

of shopping customers by any particular rate code? 
A. No. 
Q. Or are you aware of the number of 

customers that axe shopping in any particular rate 
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class? 
A. No. 
Q. Are you aware of any shopping statistics 

as ofJune 1,2011? 
A. I don't know that I know of data as of 

June 1,2011. 
Q. Do you know data as of September 7, 2011? 
A. No, I do not. 
Q. Okay. Of all the data I have just 

mentioned for shopping, have you seen any of that 
data recently? 

A. I've seen the data that the company 
published on the Commission website as reflecting to 
the best of my recollection it's the shopping that 
occurred through the end of June. 

Q. Okay. That's all you are aware of 
seeing? 

A. That's all that I am aware of seeing that 
was complete and accurate, yeah. 

Q. Well, have you seen other data that you 
may not know whether it's complete or accurate? 

A. I've seen some draft documents. 
Q. Okay. What draft documents have you 

seen? 
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A. I know I saw some data that was submitted 
in response to discovery in the case, and I tiiink 
that was - had been validated and provided to all 
the parties. 

Q. And were you the — were you the witness 
responsible for that ~ those interrogatories? 

A:- No, I Wasn't. I wasn't a witness ui the 
case at that point in time. 

Q. Okay. 
MR. CONWAY: Excuse me. I g o t -
MR. KUTIK: Do you want to go off the 

record? 
MR. CONWAY: Just for a minute. 
(Recess taken.) 

Q. Go back on the record. Are tiiere any 
groups that are currently oversubscribed to your 
knowledge? 

A. I don't know. 
Q. Did you indicate on Monday that there 

were ~ was a group that -was oversubscribed? 
A. Not to my knowledge, no. 
Q. You didn't indicate that you thought that 

commercial customers were oversubscribed or would be? 
A. No. I think there was a hypothetical 
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describing how tiie ~ how tiie pro rata allocation 
would be if a class exceeded tiieir 21 percent. 

Q. Okay. So that was not a statement of 
fact you were making about any particular class being 
oversubscribed on Monday? 

A. No. It was a hypothetical. There were 
several questions about how would that pro rata be 
calculated. 

Q. So, again, you did not indicate ~ you've 
never indicated tiiat any particular customer class 
was oversubscribed; is that correct? 

A. To the best of my knowledge, that's 
correct. 

Q. Now, if a particular class is 
oversubscribed, how does that affect the ability of 
other customers to get satisfied? 

A. As described in - on page 3 of 5 of tiie 
Appendix C in tiie "Securing RPM Set-Aside" in 
paragraph 1 tiiere, if one ofthe classes exceeds 21 
percent, tiien the available allotment to the otiier 
classes would be reduced to a number below 21 percent 
such that the total for all classes was 21 percent. 

Q. So how would it be detemiined that a 
particular class could be above 21 percent? 
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A. It would be based upon tiie data tiiat 
exists as of September 7, 2011, the number of 
customers that had either tiie kilowatt hours 
associated with the customers that have shopped or 
provided a 90-day notice that they are shopping — 

Q. Okay. 
' A. - of their intent to shop. 

Q. So if ~ is it the case that if there 
were group one and group two commercial customers and 
that - and the load for those customers was greater 
than 21 percent, those customers might be able to get 
allotments if- ahead of a residential customer? 

A. I don't think I can answer the question 
as you've asked it. 

Q. Okay. Well, I am still trying to 
understand how you can adjust downward other classes 
once one class is oversubscribed. Can you explain 
tiiat to me? 

A. Sure. I tiiought I did, but I'll tiy 
again. If an individual class exceeds 21 percent, 
the amount allocated to the other classes would be 
reduced below a 21 percent level such tiiat tiie 
weighted amount for all three classes would equal 21 
percent. 
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Q. Well, in terms of a class being 
oversubscribed, would that have to be solely group 
one? 

A. No. 
Q. Okay. Would it be solely group one and 

group two? 
A. No. 
Q. Okay. Could it be group - all the way 

down to group five? 
A. No. 
Q. Okay. So it's group one, group two, and 

group three? 
A. No. 
Q. All right. So explain how a class could 

be oversubscribed ~ 
A. It's a sum ofthe ~ 
Q. - in reference to groups. 
A. And I was tiying to get there so. 
Q. Okay. 
A. It would be the sum of the allotments 

under group one and group two, group three, and group 
four. 

Q. Okay. 
A. Group five customers take service after 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Page 12 7 

September 7, so tiiey wouldn't be included in the 
initial determination ofthe amount that goes into 
the allotment. That September 7 date is critical for 
the determining of how the RPM set-aside gets 
reallocated amongst the classes if one of tiie classes 
exceeds 21 percent at tiiat pomt in time. 

Q." Oka'̂ / Soone ofthe first things you'll 
do is see how many customers fit how much ~ how many 
customers fit within groups one through four for each 
class? 

A. We would determine the allotments that 
would have been provided as of September 7 for each 
class and tiiat would give us the universe of 
allotments at that point in time, and then those 
allotments by class would be compared to tiie 
21 percent threshold. 

Q. Okay. And are we talking only allotinents 
in groups one through four? 

A. There can be no allotinents in group five 
until after September 7 per the definition in the 
stipulation. 

Q. Okay. Ifalloftiie classes are above 21 
percent, what happens then? 

A. I don't think the stipulation addresses 
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that scenario. 
Q. Do you have any notion as to how that 

would be handled? 
A. No. 
Q. Would your answer be the same if some but 

not all ofthe customer classes were oversubscribed? 
Again, you don't really know how tiiat would happen or 
what you would do? 

A. I don't think tiiat was my answer. I 
think your - your prior question - maybe we can 
have tiie prior question reread and make sure I 
understand what you were asking. 

Q. My prior question was what would happen 
if all the customer classes were oversubscribed? 

A. And my answer to that question is we 
haven't determined what would happen at that point. 

Q. All right. So you don't know. 
A. I don't know. 
Q. Okay. And my next question was would 

your answer be the same, that is, you don't know in 
the situation where some but not all, that is, more 
than one but not all of tiie customer classes were 
oversubscribed? 

A. No. I tiiink 1 provided an answer to that 

ARMSTRONG & OKEY, INC 

32 (Pages 125 to 128) 

Columbus, Ohio (614) 224-9481 
94fa8710-17cd-4015-abc3-dbb756130348 



William Allen 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Page 12 9 

that we would reallocate the remainder that was under 
the 21 percent on a pro rata basis among the class or 
classes that were below the cap. 

Q. Okay. So you would ~ let's say someone 
was ~ one class was at 13 and one class was at 25 
percent. 

A. Okay - — - ^ ' " . 
Q. And another class let's say at 10 

percent. Okay. So how would that be allocated? 
A. In that scenario assuming that that was 

the shopping levels that got allotinents based on 
September 7 data, then whatever was avatiable we 
basically take 21 percent ofthe 47 million kWh, 
subttact out the allotinents that had gone to the two 
classes that were above the 21 percent, whatever the 
remainder was would be then allocated to the class 
that was below tiie cap. 

Q. Okay. Is it the company's expectation 
that not all ofthe classes will be oversubscribed 
for the first year? 

A. At what point in time are you referring 
to? 

Q. Up through let's say January. 
A. I don't tiiink the company knows the 
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answer to that. It's dependent upon tiie customer 
choices and there's - customers have the ability to 
shop above the 21 percent and still receive capacity 
at a discounted price. 

Q. So, again, the company has no expectation 
with respect to whether all customer classes -will be 
oversubscribed? 

A. That's correct. 
Q. Now, isn't it the case that all customers 

who want to switch have to provide a 90-day notice? 
A. That's not tme. 
Q. Okay. Which customers have to supply a 

90-day notice? 
A. Those customers that have conttacts with 

the company that required a 90-day notice. 
Q. Is there a particular customer class 

that's required to provide a 90-day notice? 
A. It's based on the terms and conditions of 

service. Generally it would be commercial and 
industrial customers but not all commercial and 
industrial customers. 

Q. Okay. Is it tiie case that prior to the 
end of this year imder the stipulation a commercial 
or industtial customer that has a 90-day notice 
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requfrement must provide that requirement in order to 
shop ~ must provide that notice in order to shop? 

A. Can you repeat the question? 
Q. Sure. Is it the case that a commercial 

or industrial customer that currentiy has the 
requirement to pro-vide a 90-day notice must provide 

' that notice before the end ofthe year if they want-* = ' 
to shop? 

A. Not necessarily. This stipulation 
provides that that 90-day notice pro-vision will be 
eliminated prior to the end of this year, so to the 
extent that that 90-day notice provision is 
eliminated prior to this year, those customers would 
not be required to provide tiiat notice. 

Q. Is there an expectation then that the 
90-day notice requirement will end upon the 
Commission approval of the stipulation? 

A. The 90-day notice provision will end 
prior to the end of 2011 if the Commission approves 
the stipulation and recommendation. 

Q. Okay. But that's not my question. My 
question is will it end that requirement? 

A. Then the answer to that question is I 
don't know. 
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Q. Okay. Is that something that tiie 
Commission has to decide or parties have to agree to? 

A. I think I just provided the conditions of 
that being terminated prior to the end of this year. 

Q. So that's the only thing the stipulation 
says. 

A. Can you please provide a full question? 
Q. Sure. My question is youjust -you 

just talked about that the notice will end before the 
end ofthe year, correct? 

A. I indicated that the notice would end 
prior to ~ tiie notice requirement would end prior to 
tiie end of 2011 if the Commission approved the 
joint - the joint stipulation and recommendation and 
approved that provision ofthe stipulation. 

Q. Okay. And ifthey approve the 
stipulation including that provision, will it - will 
the requirement for 90-day notice end upon the 
approval, or -will it be some later date? 

A. As indicated at the bottom of page 14 of 
tiie stipulation, "By the end of 2011, the 90-day 
Notice Requirement that certain customers must give 
before they can enroll -with a CRES provider will be 
eliminated." 
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Q. Okay. Go ahead. 
A. The stipulation provides no additional 

information on whether that would occur prior to the 
end of 2011. It just indicates it -will happen by the 
end of 2011. 

Q. So would it be up to the Commission to 
decide "when to'end the notice requirement before the 
end ofthe year? 

A. Possibly. 
Q. Okay. The Commission could do that; that 

would not be inconsistent -with the stipulation if 
they picked a specific date. 

A. I think that's a legal conclusion that I 
can't. 

Q. You have no view on that. 
A. I have no view. 
Q. Now, you are aware that there are 

communities that have passed ordinances that allow 
municipalities to act as aggregators for residential 
customers. 

A. Yes. 
Q. Are you aware of any such communities? 
A. Yes, I am. 
Q. Do you know their names? 
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A. I can name one. 
Q. Okay. 
A. Radnor Township. 
Q. Is that where you live? 
A. ft is. 
Q. Okay. Are you aware of any others? 
A. CityofReynoldsburg. 
Q. Okay. Any others? 
A. Those are the only two that come to mind. 
Q. Throughout this process have you spoken 

to anyone who represents any municipality that 
currently acts as an aggregator? 

A. The only representatives of 
municipalities that I've spoken to through this 
process are the representatives ofthe City of Grove 
City and Hilliard that were intervenors in this case. 
and I don't know ifthey have govemmental 
aggregation in those communities. 

Q. So other than them you are - have you 
spoken to any municipal representative? 

A. Not that I am aware of, no. 
Q. Are you aware there are some communities 

within AEP Ohio territory that have scheduled for 
consideration on this November's ballot ordinances 
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authorizing the municipalities to act as an 
aggregator? 

A. I am aware there are communities in our 
service territory that have done that, yes. 

Q. Do you know which ones? 
A. I do not. 

"•"** "-Q; Are you aware of the-process for 
customers being part of a govemmental aggregation. 
how that process works? 

A. In a very general sense, yes. 
Q. Okay. Well, for example, are you aware 

that to begin the process there has to be an 
ordinance? 

A. I don't think that's tine in all 
circumstances, but I'm not positive. 

Q. Okay. Are you aware that these 
ordinances must be voted upon by the electors in the 
municipality? 

A. My understanding is that's tme for 
opt-out aggregation. 

Q. Okay. Are you aware ofwhere there is 
some type of certification process that follows the 
decision at the ballot box? 

A. No. 
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Q. So if there was a process like that, you 
don't know how long that would take? 

A. That's correct. 
Q. Are you aware of any required time for an 

opt-out aggregation plan to allow customers to opt 
out? 

A. No, I'm not aware of that. 
Q. So you don't know whether it's two days? 

A month? You have no clue? 
A. My understanding is it's less than a 

month and greater than two days, but I don't know 
what the exact requirements are. 

Q. Okay. Do you know how long it takes a ~ 
back up. 

Do you know whether once the opt-out 
process has completed whether AEP is required to 
produce a ~ a list ofcustomers? 

A. I don't know. 
Q. Okay. And so it would be fair to say if 

there is such a process, you don't know how long that 
process takes? 

A. That's correct. 
Q. Do you know whether there is a rescission 

period? 
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A. My understanding is there is a rescission 
period, but I don't know the specifics of it. 

Q. And do you know what tiie difference 
between a rescission period and an opt-out period is? 

A. I do not. 
Q. Do you think they are the same? 
A. "fdonfknow. ' - • 
Q. Okay. Do you know whether there are any 

limits on the number of new enrolhnents that are 
allowed through the EDI? 

A. I do not know. 
Q. So would it be fair to say that with 

respect to these communities that are considering an 
aggregation ordinance on tiie ballot, you don't know 
how long it would take from whatever election day is 
this year to have those customers have vahd 
conttacts under your view? 

A. That's correct. I don't know how long 
that would take. 

Q. Okay. Do you have any notion as to 
whether it would be a month? Four months? Or 
absolutely don't know? 

A. I don't know. 
Q. You do appreciate that for these 
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communities that are considering municipal 
aggregation ordinances, those customers would not be 
considered to have valid conttacts for at least 
through November, correct? 

A. You started your question -with "you do 
appreciate." I am not sure what your question is. 

Q. Well, you say you really don't understand 
the timing, and I'm just trying to understand if you 
have at least some general idea. That's what I meant 
by "do you appreciate." And so what I'm hying to 
see if you can appreciate or have a general idea 
about is the fact that ifwe have these ordinances 
that are up for ~ on the ballot box and assuming 
they passed, that these customers wouldn't be 
eligible for affidavits or signing up queue through a 
govemmental aggregation program at least through 
November? 

A. The only thing I can agree to is up until 
the election day, those customers wouldn't be able to 
have valid contracts. I don't know how long it takes 
after that. 

Q. Okay. And it would be fair to say that 
in working on Appendix C you didn't take it to inform 
yourself of that issue in terms of how much time it 
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would take, correct? 
A. I did not look at govemmental 

aggregation that has not yet occurred. 
Q. And, again, you didn't inform yourself of 

the process by which opt-out customers could first 
become a customer under your -view of a CRES provider 
for communities that had opt-out aggtcgatiom 
ordinances on tiieir ballots? 

A. I did not evaluate that situation. 
Q. Are you aware of any studies or analyses 

that AEP has done witii respect to tiie impact ofthe 
RPM set-aside on shopping? 

A. You are going to have to clarify what you 
mean by impact of shopping on the RPM set-aside. 

Q. Any effect. 
A, The RPM set-aside provides significantiy 

discounted capacity that depending on the cost 
stmcture of a CRES would allow greater levels of 
shopping than if the capacity grade charged to CRES 
was at a higher level. 

Q. But my question -was are you aware of any 
studies or analyses ofthe effect ofthe RPM 
set-aside on shopping? 

A No. 
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Q. Are you aware of any studies or analyses 
that have been done by AEP on the impact of capacity 
prices on shopping? 

A. The company has looked at the potential 
headroom that would exist for a CRES provider based 
upon various levels of capacity charges. 

Q. Okay. And you've seen that? 
A. I have. 
Q. Is that something you considered when you 

were drafting Appendix C? 
A. No. 
Q. Was that something you've seen since you 

were tasked with being involved in Appendix C? 
THE WITNESS: Can you repeat the 

question? 
(Question read.) 

A. My recollection is it was before. 
Q. Okay. Do you know who prepared the study 

for analysis? 
A. At least one ofthe analyses 1 prepared. 
Q. Okay. And -with respect to the other 

analyses that you've looked at on this subject, who 
prepared those? 

A. To the best of my recollection, they came 
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from our commercial operations, but I don't know who 
all the entities that may have been involved with 
were. Trisha Kretschke would have been one 
individual. 

Q. And did Ms. Kretschke provide that to 
you? 

A. I don't know that she provided tiie "" -»*--*• 
analysis to me, but 1 was aware ofthe results of 
that analysis. 

Q. Okay. But did you see it, the analysis. 
or did somebody just tell you about it? 

A. I don't think I saw the actual analysis. 
Q. Okay. And what were you told about it? 
A. How the market price of energy combined 

-with the capacity price a CRES would provide to the 
company as well as all the ancillary services that go 
-with that would compare to the price to compare for 
the company. 

Q. And what was that comparison? 
A. I don't follow your question. It was a 

comparison. 
MR. KUTIK: Well, could you read his 

answer, please. 
(Answer read.) 
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Q. I thought you were talking about a 
comparison, were you not? 

A. There was a comparison done, yes. 
Q. Okay. So tell me what that comparison 

was. 
A. I think I described the two things we 

compared. 
Q. Yeah. Can you be more specific in terms 

of numbers? 
A. What the results of the comparison were; 

is that what you are asking? 
Q. Yes. 
A. I'm sorry, I'm an engineer. That's the 

way I think. 
Q. So we've got it cleared up. So can you 

answer the question now? 
A. The results indicated that - and I have 

done some and I have seen some but generally the 
results of those comparisons show that the RPM-priced 
capacity there is significant headroom for CRES 
providers to provide service to retail customers as 
compared to our SSO prices, the price to compare. 

Q. Was there any ~ well, when you said 
significant headroom, can you be more specific? 
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A. I don't recall tiie exact values. [ 
Q. Okay. Can you recall in a ballpark? | 
A. It varies by year based on the RPM price ! 

and the different prices that the RPM creates is | 
tiie ~ as supplemental options have occurred, I just | 
don't recall tiie number off the top of my head. • 

Q. .'\iid you don't recall as a ballpark j 
eitiier? |! 

A My recollection for 2011 is it -was north '; 
of $10 a megawatt hour. | 

Q. Did you - or did fliese analyses compare I' 
the price of capacity at any price other than the j 
RPM? I 

A. Yes. 1 
Q. Okay. What otiier prices? I 
A. One would have been the $255 a megawatt ? 

day. One-would have been $175 a mega-watt day. Those l 
are the two that come to mind. t 

Q. Okay. And do you recaU-what tiie resutt |i 
ofthe comparison was ofthe price to compare versus 
what might be called a CRES price for any of these 
other values? K 

A. Depending upon the CRES pro-videfs cost ; 
structure under each of those capacity prices there [ 
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are scenarios where there's headroom for the CRES i 
pro-vider to continue to provide offers to retail 
customers and have headroom. \ 

Q. Okay. What scenarios? ! 
A. It depends on what day and time you take 

a look at tiie market price of energy for the forward 
period, what capacity price was assumed there. And 
tiien tiiere are other analyses that could be done on a { 
customer-specific basis that the company did not 1 
endeavor to do that would likety result in specific 1 
customers still having significant headroom in any of | 
tiiose levels based upon tiieir specific circumstances. J 

Q. Okay. Could you give me a specific | 
circumstance that describes a scenario where a CRES i 
provider would have "headroom" where the capacity 1 
price is at 255? f 

A. If the cost that they were providing that 1 
service at, you know, based upon whatever their | 
production costs were within a reasonable level of j 
production costs for tiieir facilities that could | 
occur. j 

Q. Can you be any more specific than that? p 
A. I can't. 1 
Q. Okay. Now, when you made tiie comparison 1 
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of what I will call the CRES price versus the price 
to compare -with the capacity at the RPM price, did 
you use a specific set of cost parameters and 
assumptions? 

MR. CONWAY: Could you read tiiat question 
back for me, please. 

' (Question read.) 
A The market data was pro-vided to me. I 

don't know what tiie underlying fiindamental data they 
used was. 

Q. Okay. Did you use tiiat same market data 
to make the comparison between the CRES price and the 
price to compare when the capacity price was at 255? 

A. 1 did. I did a set of analyses -with the 
same underlying data at 255, 175 RPM. 

Q. Is that - does that document still 
exist? 

A. I don't know. 
Q. So it's possible you could have desttoyed 

that document? 
A. It's possible as part of the normal 

process of business, but I don't know. 
Q. Okay. How long ago did you create that 

document? 
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A. It could have been several weeks ago. 
maybe well over a month. 

Q. Would it be during tiie ~ during the term 
of tiie negotiations ofthe settlement in this case? 

A. Possibly. 
Q. Okay. If asked to retrieve that 

document, could you retrieve it? 
A. Possibly. 

MR. KUTIK: Okay. Counsel, we will be 
asking for that. 

MR. CONWAY: Okay. 
MR. KUTIK: Let's mark this as Allen 

Exhibit 1. 
(EXHIBIT MARKED FOR IDENTIFICATION.) 

Q. Mr. Allen, the court reporter has handed 
you what has been marked as Allen Exhibit 1. This is 
a - do you recognize this as a response to 
FirstEnergy Solutions 17th Set Interrogatory 
STIP-FES-INT-17-040? 

A. Yes, I recognize tiiis. 
Q. And it says that you prepared this, 

correct? 
A. That's correct. 
Q. I want to refer you to question B. It 
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says "If this is a gap in the period of time in which 
a shopping customer takes service from a CRES 
pro-vider(s), does the customer still retain the right 
to RPM-priced capacity?" Do you see that? 

A. I see that. 
Q. And your answer was to "See Appendix C of 

the Stipulation andRecofiirneiidation." 
A. Yes, that's my answer. 
Q. Could you point me to the specific 

pro-vision in Appendix C that answers that question 
properly? 

A. I think I properly answered that question 
here, so I don't agree with your connotation. 

Q. We will disagree about that. 
A. It's pretty clear ~ 
Q. This is obviously a nonresponsive answer. 

Mr. Allen. So go ahead. 
MR. CONWAY: If you wouldn't mind not 

talking over the witness when he is responding, I 
would appreciate it. 

MR. KUTIK: Sure. 
Q. Now, please point me to the appendix that 

answers this question. 
A. Appendix C. 
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Q. Yes. 
A. Page 1, Group One ~ it's pretty clear at 

the bottom ofthe page, "A Group One Customer that 
discontinues retail access service and retums to 
standard service offer service will lose its (jroup 
One status." 

Q, So the answer to the question is ~ to 
the question "does the customer still retain the 
right to RPM-priced capacity," the answer is no? 

A. The answer is no as clearly indicated in 
Appendix C, yes. 

Q. You didn't say that in this answer, did 
you, sir? 

MR. CONWAY: Objection. 
A. I think I did answer it in the answer to 

that question. 
Q. Does the word "no" appear in the answer 

to Interrogatory 17-40(b)? 
A. In fact, tiie word "not" is not in that 

answer. 
Q. Okay. Thank you. 

I am not going to mark this as an 
exhibit. I amjust going to show it to you. I dont 
want to read the question Interrogatory 17-046(g). 
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(Question is "Would a Group Two Customer account that 
increases usage by more than 10 percent be shifted to 
Group Three, or does the customer remain in Group 
Two?" And your answer is "Yes," correct? 

A. That's con-ect. 
Q. Which are you answering "yes" to? Both 

questions or which question? ~ ''='"•" " ' 
A. It would be to the first part of the 

question. 
Q. Now, is it correct to say that a shopping 

customer that is in group one who expands its load 
retains the right to a set-aside regardless of 
whether the cap is met? 

A. That's correct. 
Q. Okay. Why is that the case? 
A. Because that's what Appendix C indicates 

is tiie defmition of group one customer. 
Q. Okay. Can you explain to the Commission 

why a customer in that circumstance should get 
that ~ that priority or that tteatment? 

A. It's an element ofthe stipulation. 
Q. Okay. Is tiiat all you can say in terms 

of why that customer should receive that type of 
tteatment, that that's what we agreed to? 
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A. At this point in time, yes. 
Q. Okay. Now, a G2 customer that shops and 

expands only gets the set-aside for the expanded load 
if there is room under the cap, correct? 

A. Can you explam a G2 customer? 
Q. A group two customer. 
A. Can you repeat the question, please? 
Q. Sure. A group two customer that shops 

and expands its load only gets a set-aside if tiiere's 
room under the cap, correct? 

A. That's correct. 
Q. And why is tiiat customer tteated 

differently than a group one customer? 
A. It's an element of the stipulation. 
Q. Okay. Otiier than tiie fact that it's in 

the stipulation can you provide any basis for why a 
group one customer tiiat expands should be tteated any 
differently than a group two customer? 

A. The reason is they have been taking CRES 
service for longer than a group two customer. 

Q. Any other reason? 
A. Not that I can think of at the moment. 
Q. Okay. Are there circumstances under 

which a group two customer may be awarded additional 
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allotments assuming this is expansion even if the 
set-aside exceeds the cap? 

MR. CONWAY: Could you read tiie question 
back? 

Q. Let me try it a different way. Is tiiere 
any ~ any circumstance where the cap has been met 
that a-gioup two customer can receive an allotinent 
for expanded load? 

A. Yes. 
Q. And what's that circumstance? 
A. If fhe expansion is less than 10 percent. 
Q. Is there any circumstance where the 

expansion is more than 10 percent where the group two 
customers can get a set-aside if the cap is met? 

A. Ifthe cap is exceeded? 
Q. Yes. 
A. Not until additional room is made 

available under tiie cap. 
Q. Okay. Now, the allotment is made for a 

particular customer based upon tiie customer's usage 
for tiie prior year, correct? 

A. For a prior 12-montii period, yes. 
Q. Okay. And is it correct to say tiiat if 

the customer's load happens to go over that amount in 
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the follovring year, the customer would still get 
capacity at the RPM price? 

A. Other than in the condition of a greater 
than 10 percent expansion, as a customer's load grows 
over time just due to normal changes in load, the 
recalculation of their allotment would be done each 
year. But any customer that had an allotment in a 
prior year that did not exceed the 10 percent would 
remain under the RPM set-aside and would continue to 
receive allotments. 

Q. So as long as the customer's load doesn't 
grow in any successive year by 10 percent, they are 
still good if they have it initially in group two? 

A. (jroup two customers that continue to take 
service from a CRES and don't have usage increases 
greater than 10 percent would continue to receive 
allotments in each subsequent year. 

Q. Okay. But let's say in ~ in the first 
year it tums out that they have a load that's 11 
percent greater than the prior year for which the 
initial calculation was made. What happens in the 
second year in terms of that customer getting an 
allotment? 

A. Under most situations that I can envision 
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1 the - they would get tiie allotinent. The allotinent 
2 would be under tiie RPM set-aside in the second year 
3 because group two have priority over group four, 
4 group five customers. 
5 Q. So it's your expectation that even though 
6 they expanded by over 10 percent because of tiieir 
7 place in the overalTqueue they would probably 
8 qualify? 
9 A. The expectation would be tiiat they would 

10 have usage outside of their allotinents for a period 
11 of less than a year. They would ~ it would be until 
12 the next increase in the annual allotments from 21 
13 percent to 31 percent. Typically tiieir usage would 
14 fall under tiiat. 
15 Q. Okay. I understand. What is the process 
16 for a group one or group two customer to request 
17 additional allotments? 
18 A. Group one customers aren't required to 
19 request additional allotments. Allotinents would be 
2 0 assigned based on their usage for the prior year. 
21 That would be the same for group two customers except 
2 2 for tiiose group two customers tiiat were expanding by 
2 3 greater tiian 10 percent. 
2 4 Q. So a customer tiiat would seem to expand 
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1 over 10 percent, a group two customer, how would that 
2 customer need to apply for additional allotments? 
3 A. As part of the normal process under their 
4 conttacts, the company when they expand usage above 
5 their contract capacity, tiiey are required to inform 
6 us of that, and at that point in time that's when the 
7 company would evaluate where they would fit -within 
8 the cap. 
9 Q. Okay. Are there any mles or 

10 procedures - procedures that the company plans to 
11 draft to cover that evaluation? 
12 A. That's part ofthe detailed 
13 implementation plan that's currently being developed. 
14 Q. So tiiat hasn't been done yet. 
15 A. No, it hasn't been done. 
16 Q. How does one become a G3 customer or 
17 group three customer? 
18 A. A customer becomes a group three customer 
19 if they seek to expand usage at their facihty by 
2 0 greater than 10 percent and they are certified by a 
21 CRES provider. 
22 Q. Okay. Is that the same - are your 
2 3 answers the same as tiiey were with respect to 
2 4 expanding group two customers, that that's the 
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1 process that has to be developed as part ofthe 
2 detailed implementation plan, tiiat's not been done 
3 yet? 
4 A. The determination of which customers are 
5 group three is ~ the process by which to determine 
6 that is being expanded, is part of the implementation 
7 p l a n . * ' '' -' • ^ • • 

8 Q. So, in other words, sitting here today we 
9 really don't understand the details of the process by 

10 which someone could become a group three customer, 
11 correct? 
12 A. No. I think we - 1 think it's clear 
13 what defines a customer as a group three customer. A 
14 group three customer is one that expands greater than 
15 10 percent. 
16 Q. That wasn't my question. My question was 
17 about the process. We don't know the details of the 
18 process to become a group three customer sitting here 
19 today, do we? 
2 0 A. The process by which the company would 
21 have assigned group one, group two, group three, 
2 2 group four, and group five status is being developed 
2 3 as part of the detailed implementation plan that I've 
2 4 described pre-viously. 
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1 Q. And we don't know what these details are 
2 sitting here today, correct? 
3 A. We won't know those details until the 
4 implementation plan is developed. 
5 Q. Okay. Now, can you explain the basis for 
6 putting a group three customer ahead of a customer 
7 that provided notice that they were going to switch 
8 prior to September 7? 
9 A. A group three customer is a customer 

10 that's already taking service from a CRES provider. 
11 And the group four customers are customers that have 
12 not yet taken service from a CRES provider and may, 
13 in fact, not take from a CRES provider. They have 
14 only provided a 90-day notice. 
15 Q. Is there any other reason for referring a 
16 group three customer over a group four customer? 
17 A. Not that comes to mind as we sit here 
18 today. 
19 Q. Okay. Now, part of being a group one 
2 0 customer is that they were taking service from a CRES 
21 provider before January 1,2011, correct? 
2 2 A. No, that's not correct. 
2 3 Q. Okay Well, July 1,2011, correct? 
24 A. With that correction, that's correct. 
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yes. 
Q. Thank you. Why is tiiat date the proper 

date to delineate a group one customer from any other 
customer? 

A. That was determined as part of the 
settiement process. 

Q. Okay. AndotheTthahthafitwas 
determined as part ofthe settlement process, is 
there any other rationale that supports separating 
group one customers from other customers by this 
date? 

A. Distinguishing characteristics of both 
group one and group two customers is tiiat they were 
taking service from a CRES prior to the date that the 
stipulation was signed. 

Q. All right. But you also have selected a 
July 1 date, and I want to know is there any basis 
otiier tiian the fact tiiat it was agreed to tiiat would 
support July 1 as a proper date to delineate between 
group one and other customers? 

A. It's the most recent date that customers 
switching information was available to all the 
parties in tiie case tiirough tiie Commission's website. 
Other than that I can't tiiink of another but that's 
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one - that date is associated -with when that 
information was known to all parties m the case 
through the Commission's website. 

Q. How will the first-come, first-serve 
process work when a CRES provider submits multiple 
affida-vits simultaneously? 

A. That -will be part ofthe detailed 
implementation plan but as ~ as I see it today, each 
one of those affidavits that comes in at the same 
time would have a sequence number within that same 
point in time. They would all have the time stamped 
but a - but an order, and the first customer in that 
order would have priority over the customer that was 
last in that order when they submitted the affidavit. 

Q. That's your view as to how it would work? 
A. That's my view as how, yes. 
Q. Okay. 
A. Or how it could work. 
Q. Okay. That's another detati that needs 

to be part of the process of intemal review and 
external review and potentially Commission review. 
correct? 

A. That's part of that process, yes. 
Q. With respect to the group three 
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customer - the customer applying to be a group three 
customer, do you have any idea as to what specific 
information AEP Ohio will request for that customer 
relating to potential expansion of usage? 

A. When the customer provides notification 
that they are expanding their load, they typically 
provide what that ~ what the magnitude oTtiiai -
expansion is so that the company primarily from a 
distribution perspective evaluate the ability ofthe 
circuit to handle that increased load. I don't know 
that any additional information beyond the size of 
the load increase would need to be provided by that 
customer. 

Q. And is it just the case that the company 
would accept the customer's say so that they expect 
the additional load will be X? 

A. Typically the customer is providing that 
in the form of a conttact, so the company would 
typically tmst in that statement by the customer. 
but I'm sure there are times when there's ~ and I 
know there are times actually after the fact where 
the company does audit contract capacities to make 
sure the conttact capacity of a customer is what they 
said it is. 
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Q. So at this point we don't know if there 
is going to be any confirmation or auditing ofthe 
expansion request? 

A. That's correct. 
Q. Are you aware ofwhether AEP Ohio has had 

discussions with any customer that would qualify as a 
group three customer? 

A. Not with regard to their group three 
status, no. 

Q. Okay. Well, anything relating to the 
stipulation. 

A. Idon'tknowthat any ofthe customer 
participants in the settlement discussion are 
planning to have a load expansion greater than 10 
percent. I just don't know. 

Q. Outside the signatory parties are you ~ 
have you had discussion with any customers that could 
potentially be eligible or indicated are potentially 
eligible for group three? 

A. I have not had any discussions. 
Q. Are you aware whether those discussions 

have taken place? 
A. I know of no discussions that have taken 

place. 
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Q. If a customer ~ let's take a residential 
customer allotment. If that customer moves, what 
happens to that customer's allotment? 

A. The allotment would ~ the customer would 
lose that allotment, and the allotment would be 
available for the next customer in the queue. 

Q." Let me direct you to your testimony page 
13. Let me direct you specifically to the sentence 
that begins on line 14. 

A. Okay. 
Q. You say "If the right to this capacity 

were to revert to the CRES provider when a customer 
chose another CRES provider, customers would have a 
disincentive to switch providers and may ultimately 
result in higher prices for shopping customers." How 
would this lead to higher prices? 

A. If a customer ~ ifthe — let me start 
over. 

Ifthe allotinent were assigned to the 
CRES provider and not the customer, the customer 
would not be able to shop between CRES providers. 
The ability of a customer to evaluate one offer from 
one CRES pro-vider and an offer from another CRES 
provider would give that customer tiie ability to seek 
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lower prices when their conttact renewal came up or 
within the term of their contract as opposed to the 
CRES provider being ~ that they were currentiy being 
served from being the only provider that they could 
shop from and still receive the RPM allotment. 

Q. I want to tum to a different subject 
now. I want to talk to you about quantification 
benefits of the stipulation. 

A. Okay. 
Q. Let me refer you to page 18 of your 

testimony. 
A. Okay. 
Q. You have certain assumptions about 

shopping, correct, that are shown on lines 8 through 
13? 

A. I have assumptions for nonshopping. The 
opposite would be shopping. 

Q. Right. So, for example, you have an 
assumption of 79 percent in 2012, correct? 

A. I assume that 79 percent of customers 
viill not shop in 2012. 

Q. Right. That means 21 percent of 
customers will shop. That's the assumption you make. 

A. That's correct. 
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Q. Does AEP have any data on what it 
forecasts for shopping in 2012, '13, '14, '15? 

A. The company has not developed a forecast 
of that based upon fhe pro-visions ofthe stipulation. 

Q. That wasn't my question. Prior to the 
stipulation did AEP have forecasts as to the amoimt 

• 7 *'*'6fthopping witiiin AEP Ohio? 
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A. Yes. 
Q. And have you seen those forecasts? 
A. I have. 
Q. Did you participate in the development of 

those forecasts? 
A. I did not. 
Q. Okay When you were director of the 

operating company forecasts, did you participate in 
those forecasts? 

A. To a small degree. 
Q. Okay. That was something that was done 

within your group? 
A. It was an input pro-vided to us. 
Q. Okay. How far out were the forecasts for 

shopping tiiat you saw when you were director? 
A. Those forecasts assumed that shopping 

levels would remain static over the ~ ifwe did 
Page 164 

10-year forecasts, they stayed static for the 
entirety ofthe 10-year period. 

Q. I'm not sure that's my question. My 
question was about not assumed levels of shopping. 
My question was about forecasted levels of shopping. 
Were forecasted levels of shopping ~ were those 
forecasts done? 

A. The forecasted level of shopping was that 
it would be static over the 10-year period at the 
levels that currently existed at that point in time. 

Q. There was no — there was no forecast by 
the company that assumed that shopping would grow 
within AEP Ohio? 

A. When 1 was in that role, shopping in Ohio 
in the Ohio & CSP service territories was very small 
and assumed to remain at that level. 

Q. Okay. Have you seen any forecasts for 
shopping prepared by anyone within AEP tiiat doesn't 
assume shopping will be stagnant -

MR. CONWAY: Objection. 
Q. -orlevel? 

THE WITNESS: Refers to confidential 
financial data. 

Q. All I am asking is yes or no. 
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MR. CONWAY: Let's take a break. 
(Recess taken.) 
MR. KUTIK: Let's go back on tiie record. 

Could you read the question to the witiiess, please. 
(Question read.) 

A. Yes. 
Q. O S ^ ' l ' ^ e n were those forecasts " 

prepared? 
A. Earlier in 2011. 
Q. Okay. What do those forecasts show with 

respect to the level of shopping? 
A. Generally those forecasts in my 

recollection show shopping increasing throughout 2011 
and flattenmg off at tiie beguining of - at the 
beginning of 2012 and declining tiirough 2012, '13, 
and '14 and then remaining flat at a reduced level of 
the 2011 levels tiiroughout the remainder ofthe 
forecast period. 

Q. The 2012 is the high water mark for 
shopping? 

A. December of 2011 was the high value. 
Monthly data through 2012 would show a decline over 
tiie year. Total shopping in 2012 tiiough would be 
greater than total shoppmg in 2011. 
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Q. Because? 
A. Because shopping in 2011 was forecasted 

to ramp up in the second half of '11. 
Q. Okay. And what was the maximum value for 

shopping in any month? 
A. My recollection was in the 10 percent 

range. 
Q. And that is total load, total customer 

load? 
A. Total kilowatt hours. 
Q. Do you know of any figure for the maximum 

forecasted shopping in any customer class? 
A. No, I don't recall by class. 
Q. Okay. In your calculation of benefits 

you use a net present value of 6 percent? 
A. That's correct. 
Q. How did you settle on that number? 
A. It was based on judgment. Depending upon 

your viewpoint, be it a customer, the company, or 
industtial customer, a variety of different parties 
would have different views of what an appropriate 
level of discoimt rate is. And based upon that my 
judgment was that a 6 percent discount rate was a 
reasonable estimate ofthe values that was kind of in 
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between what different parties might use from their 
viewpoint. 

Q. So it was a value picked using your 
judgment? 

A. Yes, that's correct. 
Q. Is it a value that you have used in 

forecasts before this one? .-«^-. = -
A. I think I have used 6 percent in other 

net present value calculations, yes. 
Q. Okay. Have you used higher values? 
A. I have, yes. 
Q. Okay. You also calculated a value of a 

benefit based upon the availability of discounted 
capacity, correct? 

A. I calculated a benefit related to a 
portion ofthe discounted capacity, that's correct. 

Q. Okay. And would it be fair to say that 
the value of that benefit depends upon the price for 
capacity that AEP could properly collect? 

A. The value that I calculated for the 
discounted capacity was based upon the difference 
between the cost of RPM capacity and the cost of base 
capacity rate that the companies filed in case 
10-2929. 
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Q. I'm sorry. That doesn't really answer my 
question. My question is isn't it tme that the 
value of that benefit depends upon the price for 
capacity that AEP could properly collect? 

A. Yes, and I think that's exactly what I 
did here. 

Q. Okay. Thank you. So, for example, if 
the Commission were to determine that, I will use a 
number, 355 was not the proper number but actually it 
could - AEP should only be able to have some lower 
number, the benefit would be less, correct? 

A. Ifthe capacity rate that I assume the 
company was discounting from was less than the value 
I assumed here, then, in fact, the value of that 
discount would be less. 

Q. Thank you. Does AEP currentiy contribute 
to the Partnership -with Ohio? 

A. My memory is that they do. 
Q. Do you know the amount of the 

contribution? 
A. I don't know the amount. 
Q. Do you know who pays for that 

contiibution? 
A. I would view it as a shareholder-fiinded 
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initiative. 
Q. Does AEP Ohio currently contribute to the 

Ohio Growtii Fund? 
A. My memory is that they do. 
Q. Pardon? 
A. My memory is that they do. 

MR. KUTDC: Let's go off the record. 
(Discussion off the record.) 

Q. Let's go back on the record. And do you 
know how much that is? 

A. I don't. 
Q. Do you know who pays for that? 
A. It would be AEP Ohio. 
Q. Okay. And do you know whether apart from 

this stipulation there - that AEP Ohio has currently 
budgeted to continue its contributions to these two 
organizations? 

A. No, they do not currently budget to ftmd 
those organizations ui 2012 and beyond. 

Q. Okay. And you know that for a fact? 
A. That's my understanding, yes. 
Q. Okay. Who advised you of that fact? 
A. I have re-viewed the O&M forecasts for 

these — O&M budgets for the companies, and my memory 
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is it's not there. 
Q. Okay. Does - do these tiA'o payments 

usually appear in the O&M budget? 
A. Yes. 
Q. Now, is it fair to say under the 

stipulation AEP Ohio would only contiibute to these 
two organizations if AEP Ohio achieved a certain rate 
or retum on equity? 

A. Thaf s correct. That's indicated in the 
stipulation. 

Q. Correct. Areyouawareof any studies or 
analyses undertaken by AEP regarding the likelihood 
that AEP would, in fact, achieve those two - tiiose 
benchmarks to contiibute to these two organizations? 

A. I think that's provided in Exhibit 5 of 
my testimony. Their pro forma financial statements 
there, that would provide an indication. 

Q. But my question is slightly different. 
Not whether you did provide something that might show 
tiiat but whether there was an analysis ofthe 
likelihood that would happen. 

A. The pro formas are that analysis that 
pro-vides that likelihood, and when I included those 
in the quantify - quantifiable benefits ofthe ESP, 
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did that comparison. 
Q. Well, is it your -view that your pro 

formas show what will, in fact, happen? 
A. No forecast ever says what will happen. 

What it provides is an indication of what the company 
believes will happen. 

Q. Correct.'" And so it may happen or it may 
not happen, correct? 

A. That's correct. 
Q. And my question is did anyone do an 

analysis ofthe likelihood that it would happen as 
opposed to the likelihood it would not happen? 

A. I think I've indicated I did that 
analysis, and the resuft is it's likely that it will 
happen. That's the analysis. 

Q. Can you give me a percentage likelihood 
that your pro formas show what will, in fact, be 
earned by the company in terms of retum on equity? 

A. I would say tiiere's a greater than 
50 percent chance that tiie ROEs that I have provided 
in my pro formas will be achieved or the earnings 
-will be greater than that. 

Q. Is it greater than 90 percent? 
A. I don't know. 
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Q. Okay. Given the fact you don't know 
whether it is greater than 90 percent, should we — 
wouldn't it be appropriate to discount the benefits 
of these gifts by the likelihood that the company 
would not achieve the benchmarks? 

A. I don't think so. 
Q. Why not? 
A. Because I think it's likely that the 

company will achieve greater than a 10 percent 
retum. 

Q. But there is some possibility that it 
will not, correct? 

A. There's a possibility but I can't 
quantify what that possibility is and it would be 
inappropriate to assign a value to that. 

Q. You didn't ~ you didn't quantify the 
likelihood that this gift would, in fact, not be 
made, correct? 

A. I think I determined that it was likely 
that the gift would be made. 

Q. No. I asked you about the likelihood 
that it would not be made. 

A. Can you please repeat your question you 
are asking? 
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Q. Sure. You did not calculate or quantify 
the likelihood that these particular gifts might not 
be made. 

A. I don't think I calculated that 
likehhood. 
^ - Q. Thank you. Now, assume that we have a. 
customer that takes CRES service for the first time 
in October of this year. 

A. Okay. 
Q. Okay? Would that mean that that customer 

would be considered to be a group four customer -
excuse me, a group five customer? Excuse me. 

A. Please repeat your question. 
Q. Sure. A customer who takes service - 1 

will say it more simply. A customer who takes 
service for the first time in October of this year. 
what group is that customer in? 

A. Either group four or group five. 
Q. Okay. And ifthat customer says I'm 

going to expand, then that customer has the potential 
to be a group three customer, correct? 

A. Yes, yes. 
Q. Now, let me have you tum to Exhibit 

WWA-S. 
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A. You are referring to WAA-5? 
Q. Yes, thank you. And let me have you tum 

to page 6 of that exhibit, please. 
A. Okay. 
Q. Now, that indicates, does it not, that 

for 2012, the retum on common excluding OSS is 7.71, 
correct? 

A. That's correct. 
Q. So would it be the case that in 2012, 

there would be no fiinding provided under the 
stipulation to the Partnership of Ohio and tiie Ohio 
Gro-wth Fund? 

A. No. 
Q. Why is that? 
A. Because the 2012 payments to the Ohio 

Gro-wth Fund and Partnership with Ohio are based on 
2011 earnings at the companies. 

Q. And those earnings are sho-wn where? 
A. They are not sho-wn in tiiese pro formas. 

fmancials. 
Q. Okay. Well, would it be tiie case tiien-

well, is it the case that in 2013 the like - the 
gift would be based upon earnings in 2012? 

A. It would be. 
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Q. Okay. So would it be the case as we see 
here that there would be no gift in 2013? 

A. No. 
Q. Why is tiiat? 
A. Because the retum - the retum 

component that's included in the stipulation is based 
upon the earnings of AEP Ohio witiiout adjustinent. -

Q. Does that mean it would include 
off-system sales? 

A. Yes, it does. 
Q. Okay. And is there snything I can see in 

any of your exhibits that would show what that would 
be? 

A. No. 
Q. Now, for purposes of this case did you 

prepare an estimate ofthe charges under the fuel 
adjustinent clause? 

MR. CONWAY: Could I have that question 
back, please? 

(Question read.) 
A. An estimate of the - the 2012 pro formas 

include recovery of FAC costs. 
Q. So the estimated charges that would be 

recovered or the estimated costs that would be 
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recovered from — through the fiiel adjustment clause. 
that's something that the company has, that has that 
estimate? 

A. The company has not developed an estimate 
ofthe recovery of costs under the fuel adjustment 
clause consistent with the provisions in the 
stipulation. 

Q. Okay. Has the company prepared any 
estimate of costs that would be included under the 
fuel adjustment clause? 

A. The company has previously completed 
estimates ofthe revenues that would be recovered 
under the fuel adjustment clause. 

Q. Okay. And were there estimates done -with 
respect to what those revenues would be for 2012, 
2013, 2014, or 2015, or any of those years? 

A. None have been completed that are 
consistent with the elements ofthe stipulation. 

Q. That's not my question. 
MR. KUTIK: Could you read my question. 

please. 
(Question read.) 

A. The company has prepared estimates for 
those years based upon a set of assumptions that may 
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or may not be appropriate. 
Q. Okay. So those - those estimates exist? 
A. They do. 
Q. You've seen them? 
A. I have not seen any recent one, no. 
Q. What's the most recent one that you've 

seen? **' "°"" " 
A. Probably in 2010. 
Q. Okay 
A. When I was in charge of that department. 
Q. Did you not include - or re-view some 

data putting together your pro formas? 
A. Because the company has a fiiel adjustment 

clause that provides for full recovery ofthe fiiel 
costs as part of my review ofthe pro formas. 
fmancials, that I asked individuals to prepare under 
my direction, I ensured that the fiiel revenues and 
the fliel costs incorporated in this analysis were in 
balance. The underlying costs were not relevant to 
my analysis. 

Q. Okay. You are aware that there are 
estimates for fiiel costs, correct? 

A. Specifically with regard to what? 
Q. AEP Ohio 2012, 2013, 2014. 
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A. Previously the company has performed that 
analysis. 

Q. Okay. And you've seen those numbers. 
correct? 

A. As I indicated, the last set of numbers I 
seen were from 2010. 

Q. Okay. You've seen - the company has 
prepared estimates of purchased power costs, correct? 

A. Yes. 
Q. Okay. And none of those estimates appear 

in your testimony, do they? 
A. Those estimates would be partially 

incorporated into the information that I present in 
my pro formas for 2012. 

Q. But there's nothing I can tell from your 
testimony that would tell me what the company's 
estimates were -with respect to fuel costs or 
purchased power costs, correct? 

A. That's correct. 
Q. Okay. Is it the company's intent to 

charge - well, back up. 
Assuming that the Commission approves the 

cost recovery relating to MR6, would it be the 
company's intent to recover the gas costs through the 
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FAC or the GRR or something else? 
A. My understanding is that would be 

determined through a fiiture proceeding before the 
Commission. 

Q. Okay. So you're not aware of what the 
company's position is on that? 

A. I tnink the company indicated that will 
be detemiined in a fiiture proceeding. 

Q. All right. But, right now, you are not 
aware ifthe company has a position on that, correct? 

A. That's correct. 
Q. Will there - are there any costs that 

you can think of that would result from the Tuming 
Point Project that could properly be recovered under 
the fuel adjustment clause? 

A. Only to the extent those costs came 
through as a purchased power expense in account 555 
and were not excluded for full recovery through the 
GRR. 

Q. What kind of costs would be considered 
purchased power costs that might be associated with 
the Tuming Point Project? 

A. If there was a purchased power conttact 
between AEP Ohio and the Tuming Point facility, I 
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just don't know what the o-wnership stmcture of that 
is. 

Q. I understand. You mentioned, I believe. 
in your testimony, and I might have gotten tiiis 
wrong, that there is a possibility - I'll back up. 

The fuel adjustment clause currently is 
bypassable, correct? 

A. Thaf s correct. 
Q. You mentioned in your testimony that 

there is a possibility that the fiiel adjustment 
clause might be nonbypassable in future years. 
correct? 

A. Can you point me to a page in my 
testimony? 

Q. Unfortunately I don't - let me tiy it a 
different way. 

MR. KUTIK: Okay Let's mark tiiis as tiie 
next one. 

(EXHIBIT MARKED FOR IDENTIFICATION.) 
Q. Mr. Allen, tiie court reporter has handed 

you what has been marked as Exhibit 2 in this 
deposition. Do you recognize this as the response to 
FES 17th Set Interrogatoiy 24? 

A. Yes. I see that. 
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1 Q. And specifically I want to refer you to 
2 part (g) where it says "Will the FAC be bypassable 
3 between June 1, 2015, and May 31, 2016?" And the 
4 answer is "The modified FAC mechanism depends upon 
5 the outcome of the stakeholder process identified in 
6 paragraph IV. 1 .r and Commission approvals in 
7 ^ proceedings related to the GRR," correct? 
8 A. Correct. 
9 Q. And tiiat's an answer that you prepared. 

10 A. Yes, it is. 
11 Q. So I'm assuming from this that you 
12 couldn't answer the question will it be bypassable 
13 between the two dates yes, and tiie reason you can't 
14 do tiiat is that there is a possibility that the FAC 
15 would be nonbypassable at some point? 
16 A. The intent of my response was that tiie 
17 GRR would be a nonbypassable rider. If as part of 
18 the Commission's approval of a specific application, 
19 for instance, MR6 were to be included within tiie GRR, 
2 0 if the Commission determined that there should be an 
21 FAC mechanism as part of tiiat GRR, then tiiat FAC 
2 2 would be nonbypassable as would be the remainder of 
2 3 tiie GRR. 
24 Q. Okay. So onlypotential fiiel costs in 
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1 the very broad sense of that word that would be 
2 associated with GRR would be part of a nonbypassable 
3 FAC? 
4 A. FAC cost, yes. 
5 MR. KUTIK: Yes. Let's go off the 
6 record. 
7 (Recess taken.) 
8 MR. KUTIK: Okay Let's go back on the 
9 record. Counsel, you were going to check at some 

10 point this aftemoon about whether you'll allow the 
11 witness to answer the question about did AEP provide 
12 a draft or comments. 
13 MR. CONWAY: Yeah. And to cut through it 
14 I think, yes, I -will allow it. 
15 MR. KUTIK: Okay 
16 Q. The question to you then, sir, is -
17 MR. CONWAY: Violates the mle I 
18 established but it's a special case. 
19 Q. Did AEP Retail provide comments on the 
2 0 draft? 
21 A. No. 
22 MR. KUTIK: A n d - o k a y That's all the 
2 3 questions I have at this time. 
2 4 And does anyone on the phone have any 
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1 questions? 
2 MR. CONWAY: I asked the question 
3 earlier, you were out, and there were no takers 
4 earlier. But is there anybody on the phone that 
5 wants to ask questions? 
6 MR. DARR: No, thank you. 
7 ' • b/lR. KUTIK: Hearing none or nos, the 
8 deposition is concluded. 
9 As you know, Mr. Allen, you have the 

10 right to review the ttanscript for ttanscription 
11 errors and then make those corrections known. You 
12 also have the ability to waive that right. You need 
13 to indicate on the record whetiier you wish to read 
14 the transcript or whether you wish to waive reading. 
15 MR. CONWAY: We will read the ttanscript. 
16 MR. KUTIK: Thank you. We are concluded. 
17 (Thereupon, the deposition was concluded 
18 at 2:52 p.m.) 
19 
20 
21 
22 
23 
24 
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1 State of Ohio : 
: SS: 

2 County of : 
3 I, William A. Allen, do hereby certify that I 

have read the foregoing transcript of my deposition 
4 given on Wednesday, September 21,2011; that together 

with the correction page attached hereto noting 
5 changes in form or substance, if any, it is true and 

correct. 
6 
7 

William A. Allen 
8 
9 I do hereby certify that the foregoing 

transcript ofthe deposition of William A. Allen was 
10 submitted to the -witness for reading and signing; 

that after he had stated to the undersigned Notary 
11 Pubhc that he had read and examined his deposition, 

he signed the same in my presence on the day 
12 of ,2011. 
1 3 

14 Notary Public 
15 
16 My commission expires 
17 
18 
19 
20 
21 
22 
23 
24 
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CERTIFICATE 
State of Ohio : 

: SS: 
County of FranJdin : 

I, Karen Sue Gibson, Notary Public in and for 
the State of Ohio, duly commissioned and qualified, 
certify that the within named WiUiam A. Allen 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 ô -.said ̂ jlj^ss^ ,, 
afterwards transcribed upon a computer; that the 
foregoing is a true and correct transcript ofthe 
testimony given by said witness taken at the time and 
place in the foregoing caption specified and 
completed without adjournment. 

I certify that I am not a relative, employee, 
or attorney of any of the parties hereto, or of any 
attomey or counsel employed by the parties, or 
financially interested in the action. 

IN -WITNESS -WHEREOF, I have hereunto set my 
hand and affixed my seal of office at Columbus, Ohio, 
on this 22nd day of September, 2011. 

Karen Sue Gibson, Registered 
Merit Reporter and Notary Public 
in and for the State of Ohio. 

My commission expires August 14, 2015. 

(KSG-5419a) 
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COLUMBUS SOUTHERN POWER COMPANY'S 
AND OHIO POWER COMPANY'S 

RESPONSE TO 
FIRST ENERGY SOLUTIONS'S DISCOVERY REQUEST 
IN PUCO CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO 

SEVENTEENTH SET 
^'^^^fSSa^^r-^^ 

'•f?=i;.^i^|-;^j-,.--

INTERROGATORY 
STIP-FES-INT-17-040 Referring to the "set aside[s] of RPM-priced capacity" 

identified in Section IV .2(b)(3) of the Stipulation: 

(a) Please identify the "projected kWh consumption foi 
a period of approximately 4 months aftei the filing 
ofthe Stipulation" that will be used to allocate the 
RPM-priced capacity set asides on a pro lata basis -
including a breakdo-wn of the residential, 
commercial, and industrial kWh. 

(b) If there is a gap in the period of time in which a 
shopping customer takes service from a CRES 
provider(s), does the customer still retain the tight 
to RPM-piiced capacity? 

RESPONSE 
(a) The initial allocation is for a period of approximately 4 months, not the projected 
kWh.. 

(b) See Appendix C of the Stipulation and Recommendation 

Prepared by: William A, Allen 



COLUMBUS SOUTHERN POWER COMPANY'S 
AND OHIO POWER COMPANY'S 

RESPONSE TO 
FIRST ENERGY SOLUTIONS'S DISCOVERY REQUEST 
IN PUCO CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO 

SEVENTEENITH SET 
.--_•. z : i 3 ^ t " -

INTERROGATORY 
STIP-FES-INT-17-040 Referring to the "set aside[s] ofRPM-piiced capacity" 

identified in Section IV .2(b)(3) ofthe Stipulation; 

(a) Please identify the "projected kWh consumption for 
a period of approximately 4 months aftei the filing 
ofthe Stipulation" that will be used to allocate the 
RPM-priced capacity set asides on a pro rata basis -
including a breakdo-wn of the residential, 
commercial, and industrial kWh. 

(b) If there is a gap in the period of time in which a 
shopping customer takes service from a CRES 
piovider(s), does the customer still retain the right 
to RPM-piiced capacity? 

RESPONSE 
(a) The initial allocation is for a period of approximately 4 months, not the projected 
kWh.. 

(b) See Appendix C of the Stipulation and Recommendation 

Prepared by: William A, Allen 



COLUMBUS SOUTHERN POWER COMPANY'S 
AND O m O POWER COMPANY'S 

RESPONSE TO 
FIRST ENERGY SOLUTIONS'S DISCOVERY REQUEST 
IN PUCO CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO 

SEVENTEENTH SET 

INTERROGATORY 
STIP-FES-ENT-024 Referring to Section IV, 1 (m) of tiie Stipulation: 

(a) Will the FAC allow foi the recovery of fuel charges 
incurred by any of Your' uraegulated generating facilities? 

(b) If You achieve sttuctuial corporate separation during the 
term ofthe Stipulation, will You recover any fuel charges 
tiirough the FAC after- sttuctural separation? If so, please 
identify all fuel charges that would be recovered through 
the FAC after sttuctural separation. 

(c) Will the costs ofthe shale gas contracts described in 
Section 2(a)(2) ofthe Stipulation be recovered in the FAC 
during the entire term of the ESP? 

(d) Will the costs of the shale gas contracts described in 
Section 2(a)(2) ofthe Stipulation be recovered between 
lune 1, 2015 and May 31, 2016, when You will acquire 
SSO load tiirough CBPs? 

(e) What is Your estimate of the FAC revenues ($000), sales 
(GWH), and average rate ($/MWH) for tiie following time 
periods, as was provided for 2012, 2013, and 2014 in Your 
response to FES Interrogatory No 1-001 in discover-y 
during the initial ESP application: 

(i) lanuary 1,2015 through May 31,2015 
(ii) .lanuary 1,2015 tiuough December 31,2015 
(iii) lanuary 1,2016 through May 31,2016 (assuming 

continuation of the current ESP) 

(£) Please identify all costs that could be charged imder the 
FAC between June 1, 2015 and May 31, 2016., 

(g) Will the FAC be bypassable between lune 1, 2015 and May 
31,2016? 

(h) Please describe how the FAC will be "modified" "after 
May 31, 2015 in cormection with a nonbypassable charge, 
if any, that is authorized for inclusion in the GRR." 

DEPOSITION 
EXHIBIT 



COLUMBUS SOUTHERN POWER COMPANY'S 
AND OHIO POWER COMPANY'S 

RESPONSE TO 
FIRST ENERGY SOLUTIONS'S DISCOVERY REQUEST 
IN PUCO CASE NOS. 11-346-EL-SSO AND 11-348-EL-SSO 

SEVENTEENTH SET 

STIP-FES-INT-024 (CONTINUED^ 

RESPONSE 

(a) Yes, to the extent they are included in bilateral contiacts. 

(b) See response to (a).. 

(c) See Section 2(a)(2) of the stipulation and response (a) above, 

(d)SeelV.l.r 

(e) This analysis has not been completed., 

(f) See paragraph IV.. 1 ..m 

(g) The modified FAC mechanism depends upon the outcome of the stakeholder process 
identified in paragraph IV. 1 r and Commission approvals in proceedings related to the 
GRJR. 

(h) See (g) above 

Prepared by William Allen. 
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In the Matter ofthe 
AppUcation of Columbus : 
Southem Po-wer Company for: 
Approval of a Mechanism to; Case No. 11-4920-EL-RDR 
Recover Deferred Fuel 
Costs Ordered Under Ohio : 
Revised Code 4928,144, 

In the Matter ofthe 
Application of Ohio Power: 
Company for Approval of a : 
Mechanism to Recover : Case No. 1) -4921 -EL-RDR 
Deferred Fuel Costs ; 
Ordered Under Ohio Revised: 
Code 4928.144. 

DEPOSITION 
of Joseph Hamrock, P.E., taken before me, Karen Sue 
Gibson, a Notary Public in and for the State of Ohio, 
at the offices of Porter, Wright, Morris & Arthur, 
LLP, 41 South High Street, Columbus, Ohio, on 
Wednesday, September 21, 2011, at 3:15 p.m. 

ARMSTRONG & OKEY, INC. 
222 East Town Street, 2nd Floor 

Columbus, Ohio 43215 
(614)224-9481 - (800)223-9481 

FAX-(614) 224-5724 

P a g e 4 

1 JOSEPH HAMROCK, P.E. 
2 being by me first duly swom, as hereinafter 
3 certified, deposes and says as follows: 
4 EXAMINATION 
5 By Mr. Lang: 
6 Q. Mr. Hamrock, good aftemoon. My name is 
7 Jim Lang. I will be asking you questions on behalf 
8 of FirstEnergy Solutions this aftemoon. 
9 A. Good aftemoon. 

10 Q. Actually your testimony starts with your 
11 description of being employed by American Electric 
12 Power Service Corporation. The stipulation was 
13 signed by the two operating companies, Columbus 
14 Southem and Ohio Power. And what is your 
15 relationship to the entities that signed the 
16 stipulation? 
17 A. I am president and chief operating 
18 officer of AEP Ohio which includes Columbus Southem 
19 Power and Ohio Power Coinpany. 
2 0 Q. Do you have titles for any other AEP 
21 entities? 
22 A. No. 
2 3 Q. Are the - is it fair to say that the 
2 4 commitments made in the stipulation are made by AEP 

ARMSTRONG & OKEY, INC., 
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Ohio and not by AEP generally? 
A. I suppose that's a fair statement. 
Q. And is it tme that you on behalf of AEP 

Ohio cannot make commitments on behalf of other AEP 
East operating companies such as the ones in Indiana, 
Michigan, or Kentucky? __ 

A. AEP'OHib as a member of TUiP •works as a 
part ofthe integrated whole so any - any action 
that AEP Ohio takes that might be - have an effect 
on other operating con ĵanies is certainly vetted with 
the parent corporation. 

Q. Is it possible that one or more ofthe 
other AEP operating conpanies can have objectives 
that are in conflict with AEP Ohio? 

A. Could one or more of the operating 
conpanies, is that what you said? 

Q. Correct. 
A. I can't imagine that scenario, but I 

suppose it could be possible. 
Q. And to the extent that you're testifying 

in this proceeding, just to be clear you're 
testifying on behalf of AEP Ohio? 

A. That is correct. 
Q. In your testimony you list the signatory 

Page 6 

parties to the stipulation, and you refer to two 
municipalities in your testimony, this is on page 5, 
says "Municipalities, including their residential 
customers." Are you suggesting that the two 
municipalities. Grove City and Hilliard, were 
representing all of their residential customers in 
this proceeding? 

A. The municipalities represented their 
citizens which would include residential customers, 
yes. 

Q. So does that mean they were also 
representing their commercial customers and their 
industrial customers? 

A. I suppose it would, yes. 
Q. Did - does the City of Hilliard, for 

example, to your understanding as part ofthe 
negotiations ofthe stipulation seek provisions 
relating - seek provisions relating to their 
residential customers in particular? 

A. The City of Hilhard was ~ their 
representatives were present through the negotiations 
and were actively involved in all ofthe elements of 
the negotiations. 

Q. Were they actively involved in seeking 
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pro-visions that benefited their residential 
customers? 

A. I suppose they were, yes. 
Q. How ~ how were they doing that? 
A. To the extent that the settlement and the 

negotiations affected rates for customers, they were 
actively involved in the nef ottetions that did affect 
rates ~ or the settlement ~ the settlement ofthe 
rate plan for all customers. 

Q. Do you know whether they had 
authorization from the residential customers either 
before or after September 7 to ~ to sign the 
stipulation? 

A. No. 
Q. Do you know whether these two 

municipahties signed the stipulation on behalf of 
their residential customers, or was it just on behalf 
ofthe municipality? 

A. I believe it's in their official capacity 
representing the citizens of those municipalities. 

Q. Why do you have that belief? 
A. That's my understanding of their status 

as an intervenor. 
Q. And from where does your understanding 

Page 8 

come? 
A. No particular direct evidence of where 

that comes from, just that they intervened as the 
city, the city govemment, representing their 
constituents. 

Q. On page 6 of your testimony, line 15, you 
have a phrase here it's "the compensation model for 
AEP Ohio's generating resources." What are you 
referring to there? What's "the compensation model" 
that you are referring to? 

A. Are you at line ~ 
Q. Line 15. 
A. --15? 
Q. Yes. 
A. Yeah, that statement "AEP Ohio will also 

switch to PJM's Reliability Pricing Model, (RPM), 
thereby eliminating the distinction between the 
compensation model for AEP Ohio's generating 
resources and the compensation model adopted by 
competitive retail electric suppliers." So I'm 
referring to the compensation model that AEP Ohio is 
a part of, that's FRR, the fixed resource 
requirement, that's different from the RPM model. 

Q. When you say different from the RPM 

2 (Pages 5 to 8) 

ARMSTRONG & OKEY, INC., Columbus, Ohio (614) 224-9481 
f32ba412-dee4-4428-b2c3-56473aba3682 



Joseph Hamrock 

1 
2 
3 
4 
5 

3 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Page 9 

model, the second reference to the compensation model 
adopted by conpetitive retail electric - I'm sorry. 
Tum this off. 

Is that corrpensation ~ "the conpensation 
model adopted by corrpetitive retail electric 
suppliers," by there you are referencing the RPM 
model? ..-.^.^'^•-^.^ . ,._ 

A. Yes. 
Q. And you are setting up a distinction 

between the FRR model and the RPM model? 
A. I'm acknowledging that by switching to 

the RPM model that distinction would be eliminated. 
Q. Is the distinction that the - that the 

RPM model is market based and that the FRR model is 
not market based? 

A. Not at all. 
Q. Can you describe that to me, explain what 

is the distinction? 
A. They are two different conpensation 

models. FRR provides for my understanding, and it's 
outlined in Witness Pearce's testimony, FRR provides 
for a dedication of resources by the FRR entity to 
its retail load with an opportunity for cost-based 
recovery. That's very different from the RPM model 

Page 10 

where there is no obhgation - no similar 
obhgation. 

Q. No similar obhgation to do what? 
A. For tbe entity to dedicate resources to 

its retail load. 
Q. Can the FRR model be market based, the 

pricing received under the FRR model be market based? 
A. What do you mean by market based? 
Q. To be determined by the market, by market 

pricing. 
A. By which market? 
Q. You tell me. 
A. I am trying to be responsive to your 

question. 
Q. Generally can it be market ~ can it be 

market priced? Can the price be based on market? 
A. Under FRR? 
Q. Yes. 
A. I suppose that depends on the definition 

of the market. 
Q. How would it depend on the definition of 

the market? 
A. It's a vague question, so when you ask 

can the FRR be market based, it would help me to 
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understand what you mean by market based. 
Q. Is ~ is the current FRR model where you 

are providing compensation, is any part of that ~ 
I'm sorry. Where you are providing capacity, is any 
part of your conpensation for that capacity today 
based on market pricing? 

A. • If you mean is it conpensated through the 
RPM market, is that what you are asking? 

Q. No. I am asking you is any part of the 
capacity you prosdde today under the FRR model, is 
any part of that capacity based on market pricing? 

A. Not that I am aware of 
Q. Is any portion of the capacity that is 

currently provided under FRR priced at the RPM price 
and provided to the CRES providers or CRES provider 
customers? 

A. For AEP Ohio? 
Q. Yes. 
A. Yeah, yes. Currently the state 

conpensation mechanism does provide for provision of 
that capacity at RPM prices. 

Q. So is it tme that the compensation model 
for AEP Ohio generating resources that you are 
referencing here on line 15 could be at AEP's 
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election a market-based model rather than a 
cost-based model? 

A. Again, by market based do you mean RPM? 
Q. Let's say yes. 
A. You said by AEP - AEP's election? 
Q. By AEP Ohio's election, right. 
A. We have not made such an election. 
Q. But AEP Ohio, it's an option for AEP Ohio 

to price its capacity under the FRR model at RPM 
price, correct? 

A. It apparently was an option for the 
Commission to adopt that as a state compensation 
model. 

Q. Uh-huh. Sojust so I understand your 
answer, the Commission adopted that model. You said 
also - is it also AEP Ohio's - one of AEP Ohio's 
options in the FRR to use RPM pricing? 

A. Thaf s not clear to me. 
Q. Okay. Online 17 you refer to "AEP Ohio 

will provide discounted capacity prices." 
MR. CONWAY: Are you on page 6? 
MR. LANG: Still on page 6, line 17. 

Q. When you refer to "discounted capacity 
prices," the discount is from what? 
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A. AEP's cost which is articulated in 
Witness Pearce's testimony. 

Q. So it's the ~ and the cost ~ what is 
your understanding ofthe cost that is articulated in 
Witness Pearce's testimony? 

A. It's the cost of o-wning those resources 
to pro-vide for capacify to serve the retail load. 

Q. Do you know whether that's equivalent to 
the PJM to go costs that is in the - in the PJM 
tariff? 

A. The PJM to go cost? 
Q. Yes. 
A. I'm not familiar with that term. 
Q. All right. So you've never heard ~ 

you've never heard of to go costs as that phrase is 
used in PJM? 

A. No, I have not. 
Q. Okay. With regard to the costs that ~ 

that — the costs in Witness Pearce's testimony. 
what ~ what's your general understanding of how 
those costs are calculated? 

A. I rely on Witness Pearce's expertise for 
those calculations. 

Q. Do you know whether that's a total gross 
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cost, whether it's, you know, operating and 
maintenance cost? Do you have any level of that 
detail? 

A. I do not have that level of expertise. 
Q. Okay. The discounted capacity prices. 

that's a reference to capacity being provided at the 
RPM market price; is that correct? 

A. Inline 17again? 
Q. Con-ect, still there. 
A. It's the capacity price as set forth in 

the stipulation including the RPM and the fixed $255 
per megawatt day price. Both I would consider 
discounted capacity prices. 

Q. Thanks. That did clarify. Do you know 
how the $255 per megawatt day pricing was detemiined? 

A. Through negotiations. 
Q. Is there a — you know, is there some 

kind of calculation that you are aware of that 
underlies that $255? 

A. No. 
Q. Dropping do-wn to line 21 on the same 

page, you refer to "The generation prices for SSO 
customers during this transition -will reflect a 
highly sunplified pricing stmcture." The "highly 
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simplified pricing stmcture" is a - is a comparison 
to what? It's simphfied as compared to what? 

A. In that context it's compared to the — 
the AEP Ohio filing for the next ESP, so it's the 
compromise, it reflects the compromise AEP Ohio made. 

Q. Okay. So it's a comparison to the 
generation prictiig that was filed as part of the ESP 
application in January? 

A. Yes. That's the intent behind that 
statement. 

Q. Now, that generation pricing you say 
"varies primarily based on cost of fiiel and other 
components ofthe FAC rate." What - what other 
variability is in that generation price? Because you 
say primarily it's the FAC. What else would be — 
what else is variable? 

A. It is the FAC which includes fuel and 
purchased power, consumables related to environmental 
compliance, and also today - although in the 
settlement it would be partially a separate rider 
today includes the renewable ~ the cost of renewable 
comphance. 

Q. So when you say it varies primarily based 
on the FAC, is it your understanding that it — that 
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the variability in that generation price is 
exclusively in the FAC? 

A. No, no. It's primarily. That's the 
major shifting component. 

Q. Okay. That's what I wanted to find out 
is what are the other shifting components? 

A. Well, there may be other changes in the 
customers' bypassable generation rate that are not 
reflected there but I'm not familiar -with what those 
changes might be. 

Q. Okay. 
A. One example is the GRR, the generation 

resource rider, which is per the stipulation an empty 
rider but with the expectation of Tuming Point Solar 
in a future proceeding there would be one more piece 
associated -with the supply rate. 

Q. Now, as opposed to the GRR is a 
nonbypassable rider, correct? 

A. That's correct. 
Q. And you had said that there could be 

other bypassable riders. Do you know whether there 
are other bypassable riders that would have a 
variable rate component? 

A. None come to mind but I would rely on 
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1 Witiiess Roush for that detail. 
2 Q. In addition to the GRR are you familiar 
3 with other nonbypassable riders that would be a 
4 variable rate component that come to mind today? 
5 A. The MIR, for example, is, market 
6 tiansition rider, is a nonbypassable rider that would 
7 be traed up to maintain re-veiiue neutialities 
8 throughout the tiansition years of the plan so that's 
9 another example ofone rate that might change. I 

10 suppose there are others. 
11 Q. And when you say the generation price is 
i 2 essentially fixed, I guess to be clear it's fixed at 
13 an average rate for each year of the ESP? 
14 A. The base ~ this says it "fixes the base 
15 generation rate," yes. 
16 Q. All right. And the base generation rate 
17 increases, say, from 2012 to 2013, correct? 
18 A. Right. Yes, that's correct. And that is 
19 in reference again to the prior plan that included an 
2 0 environmental rider ~ request for an en-vironmental 
21 rider that would change based on environmental 
2 2 investments. That dynamic rate mechanism is no 
2 3 longer a part of - is not a part of this plan. 
24 Q. So the core generation price now that is 
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1 the base generation rate and the FAC, do you know 
2 what percentage for a customer is the base generation 
3 rate and what percentage is the FAC? 
4 A. I do not and from a customer perspective 
5 thaf s sensitive to their usage characteristics. 
6 That percentage would vary depending on a customer's 
7 usage characteristics. 
8 Q. Do you know - for residential customers 
9 do you know generally what it would be? 

10 A. I do not. 
11 Q. Do you know whether the FAC is a larger 
12 component than the base generation rate? 
13 A. Again, I believe that depends on an 
14 individual customer's usage characteristics. They 
15 are comparable, in my opinion the two pieces are 
16 comparable, the base and the FAC are comparable in 
17 terms of the order of magnitude, but I can't say with 
18 any certainty that one is generally larger than the 
19 other from a customer perspective. 
2 0 Q. Moving over to page 7 around lines 6 and 
21 7, you have a reference to I think this is - this is 
2 2 in reference - I believe this is in reference to the 
2 3 GRR. You are referring to a providing a path to 
2 4 cost-based generating pricing. Am I right, is that a 

Page 19 

1 reference to the GRR? 
2 A. Which line are you on? 
3 Q. Lines 6 and 7. 
4 A. Lines 6 and 7. "The opportunity for AEP 
5 Ohio to build new generating resources that will be 
6 dedicated to its retail customers is a noteworthy 
7 element of this plan, in that it provides for a path' -' •• 
8 to cost-based generating pricing that can serve as a 
9 hedge against potentially volatile market prices." 

10 Yeah, that is the reference to dedicated resources 
11 that might be built through ~ with recovery from the 
12 GRR mechanism. 
13 Q. And how does that result in cost-based 
14 generating pricing? 
15 A. The proposal for GRR would be that it 
16 would be recovery of any such resources on a 
17 cost-of-service-type ratemaking plan. 
18 Q. Uh-huh. Is the-as part ofthe 
19 proposal, will the energy and capacity ofthe 
2 0 resource be sold to Ohio customers? 
21 A. That's-that's a matter of-for 
2 2 stake - the stakeholder groups to resolve, 
2 3 especially as it relates to auctions in the future 
2 4 for the SSO load ofthe auction, but the intent is 
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1 for those — those resources to be dedicated and the 
2 fmancial benefit of that dedication to flow to 
3 retail ratepayers. 
4 Q. What's your understanding of how that 
5 might work? 
6 A. At a very high level, there are two 
7 different ideas. One is that the SSO auction, the 
8 load that would be put to auction, would be net of 
9 the expected supply from the dedicated resources, so 

10 it would be something - if the resources provide 4 
11 or 5 percent of the retail load, then the auction 
12 would be from 95 percent or 95 tianches. That's one 
13 model. 
14 The other is the auction is for 
15 100 percent of the load, and the dedicated resources 
16 would be financially settled to achieve the effect of 
17 having provided that fixed-cost basis for retail 
18 customers, again, the resolution of that first - for 
19 the stakeholder groups. 
2 0 Q. Under that first option do you know 
21 whether the energy from the dedicated resources would 
2 2 still be sold into the PJM emergency market? 
2 3 A. The day-ahead market, is that what you ; 
2 4 mean? 
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Q. I beheve so, yes. 
A. Idon'tknow. That's - 1 suppose it 

could be, would be, and the financial settlement 
process would — would mete that out. 

Q. Is it also possible in the first option 
that that energy would be withheld from the PJM 
market? 

A. Withheld? 
Q. Yes. 
A. It's dedicated to retail? 
Q. Yes. 
A. I suppose there are a number of different 

possibilities, again, all to be resolved through the 
stakeholder process. 

Q. For - to go do-wn this path of cost-based 
generating pricing that you are referencing, is it 
your understanding that AEP Ohio will have to 
demonstiate to the Public Utilities Commission of 
Ohio a need for the new generating assets? 

A. Yes. 
Q. In order to demonstiate that need, is it 

fair to say that the PJM market 'will be in a position 
where it's not pro-viding sufficient generation. 
generating assets for the region? 
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A. That's a matter for the Commission to 
determine. 

Q. What's your understanding of the 
demonstration of need that has to be undertaken? 

A. I don't have a working familiarity with 
the mechanisms the Commission might use to establish 
need. 

Q. Do you have a working familiarity of -
with AEP Ohio's understanding of what AEP Ohio 
believes it has to demonstrate in order to show need? 

A. Yes. I suppose you would be looking at 
over the planning horizon anticipating the load 
forecast, anticipating fhe supply including the 
market-based supply, and the availability of 
resources, and considering such a proposal in light 
of that and determining whether it's needed and 
pmdent in that context. 

Q. The reference still in that same sentence 
to "potentially volatile market prices," are you 
referring to market prices during the ESP teini? 

A. Not necessarily market prices during the 
planning horizon for the anticipated proposed 
dedicated resources. 

Q. Is the planning horizon typically 10 
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years? 
A. That's the Commission's - my 

understanding is the Commission looks at a 10-year 
long-term forecast. But that's not necessarily the 
entire planning horizon for a dedicated resource. : 
These are long-lived assets so. I 

"' "* "**"Q: 'So when you are talking abouf planning' 
horizon for -

A. That would be the life ofthe investment. 
Q. So it could be 50 years? 
A. I don't know about 50 but longer than 10 j 

for sure. 
Q. Okay. Do you know what the typical, you 

know, typical hfe of a, you know - use this as a 
specific example, there is a proposal for Muskingum 
River 6, a natixral gas plant. Do you know what the 
expected life ofthat plant-will be? ' 

A. I dont know with precision, but I would J 
expect it would be in the 30 to 40 year. ' 

Q. Is the responsibility of PJM to assure 
the availability of reliable - reliable supphes of 
power in the PJM region? 

A. I suppose it's the responsibility of PJM. ; 
In the instance of an FRR entity like AEP Ohio it's 

Page 24 -

the responsibility of the FRR entity is my 
understanding. 

Q. I want to ask you a few questions about 
the - the - I think is your description ofthe : 
"serious bargaining among capable and knowledgeable • 
parties" which starts on page 8. You - you have a 
reference on page 9 of your testimony to five 
meetings between August 3 and August 30. Was the - » 
the first of those five meetings on August 3? 

A. Subject to check I believe it was. I 
Q. Do you know whether there was a meeting » 

on August 30 between AEP Ohio staff and all 
intervening parties? 

A. I don't recall the specific dates of each f 
ofthe meetings. ! 

Q. Do you know when the last meeting was in I 
which all ofthe parties including FES, OCC, in which j 
all ofthe parties were invited to attend? 1 

A. I don't recall the specific date of the i 
last invitation to all of the parties. 

Q. Do you know -whether it was prior to I 
August 30? 1 

A. I suppose it was, yes, with the exception 
of the period of time during that time period where j 
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there were meetings of all ofthe parties except for 
AEP Ohio. 

Q. So after August 30, there were - you 
said that there were parties that met several more 
times. Do you know how many times there were - how 
many actual meetings occurred after - after 
August 30?'" "*""" " 

A. I don't know that specific number, no. 
Q. But by the reference of several, are you 

thiriking it was more than two? 
A. Yeah. Two or more, I would say. 
Q. And those ~ those two or more meetings. 

the invitation to attend those meetings was not 
extended to all ofthe parties in the case, correct? 

A. After the August 30? 
Q. These — the meetings occurring after 

August 30. 
A. That is my understanding, yes. 
Q. I can tell you that August 30 was a 

Tuesday so does that help you any remember when the 
last meeting was of all the parties? 

A. No. Every day felt like a Monday to me 
so, no, that didn't help. 

Q. Give tt a shot. 
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A. I'm not sure what you are asking though 
about ~ what are you asking about August 30? I want 
to be responsive. 

Q. Simply your testimony is drawing a 
distinction between what happened before August 30 
and what happened after August 30. 

A. Yeah. That August 30 is the date that 
certain parties opposed the motion to continue, chose 
to stop participating in the settlement negotiations. 

Q. And why do you believe that those other 
parties chose to stop participating in the settiement 
negotiations? 

A. That was my understanding of their 
communications with our counsel. 

Q. Did - did you receive or review any of 
the communications from these - from these parties? 

A. I may have. I'm not sure I saw all of 
them. 

Q. Did you see any communication from 
FirstEnergy Solutions that said we're electing to 
stop participating in the settlement negotiations? 

A. My understanding is the motion to oppose 
or the opposition to the motion to continue was such 
a message. 
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Q. So your understanding - now, there was 
a - a motion filed by - this was a motion to 
continue the hearing that was filed on or around that 
August 30 date, correct? Is that what you are 
discussing? 

A. Yes. 
Q. And then FirstEnergy ScrtutiOtis aiid other • 

parties filed a response opposing a further 
continuation ofthe hearing date, correct? 

A. That's my understanding, yes. 
Q. Was there any part ofthat motion that 

said that FirstEnergy Solutions did not want to 
participate any further in negotiations ifthey are 
to continue? 

A. I don't recall. 
Q. You don't recall, or you don't know? 
A. I don't recall. 
Q. So did you know at one point whether 

the - whether the FES — whether the FirstEnergy 
Solutions response said that? 

A. I simply don't recall In my mind the 
motion to oppose the continuance - or the opposition 
to the motion is the same as a message that says 
let's go to the hearing and let's not continue to 

Page 2 8 

negotiate. I don't see a distinction, but I don't 
recall if there was any specificity to the question 
you are asking. 

Q. In your testimony after the August 30 
date, you refer to multiple proposals and 
counterproposals. Again, I use a more general term 
of multiple. Can you be more specific as to how many 
proposals and counterproposals there were during this 
time period? 

A. 1 cannot. There were - there are so 
many parties to the stipulation that, you know, each 
party had individual issues and there were groupings 
of issues and so to assign any number to that would 
be very difficult. Certainly well more than a 
handful. 

Q. Prior to September 6, were any of those 
proposals or counterproposals sent or distributed 
generally to all the parties? 

A. To all of the parties? 
Q. Correct. 
A. That remained at the table, is that the 

question? 
Q. I'm saying to all of the parties in the 

case. 
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A. Including those that had opposed the 
motion to continue? 

Q. Including those that opposed the motion 
to continue the hearing. 

A. Could you repeat the question for me? I 
want to make sure I am answering. 

Q. I am asking whether any of the pro^iosalf 
or counterproposals prior to September 6 were 
disfributed to all ofthe parties rather than just a 
subset ofthe parties. 

A. I don't know because I can't speak for 
what all ofthe parties did and who they talked with 
and who they interacted with during that period. So 
its conceivable that there was continuing 
dialogue — 

Q. Did A E P -
MR. CONWAY: Hold on a second. Let him 

complete his answer. 
A. It's conceivable there was continuing 

dialogue among some ofthe parties and the parties 
who had opposed the motion to continue, though I have 
no way of knowing that. I don't know that. 

Q. Did AEP Ohio disttibute any of those 
proposals or counterproposals to all ofthe parties 
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rather than just a subset ofthe parties? 
A. All of the parties including those who 

had opposed the motion to continue? 
Q. That would be all ofthe parties. 
A. Okay. Ijust want to make sure I 

understand what you mean by that. To my 
recollection, no, not until we had come to the near 
final terms and those terms were circulated to all of 
the parties including those who had opposed the 
motion to continue. 

Q. Is it your understanding that FirstEnergy 
Solutions ceased being a party in the case because it 
filed a response opposing a request to continue the 
hearing date? 

A. I think I've pre-viously answered that. 
yes. And in my mind the motion - the opposition to 
the motion to continue is the same as not wanting to 
negotiate fiirther. 

Q. So - so once FirstEnergy Solutions filed 
that, they ceased being a party in the case in your 
mind? 

A. No, no. I didn't say that. I didn't 
mean to say that if thaf s what the question was. 

Q. Okay. The - so in your mind by filing 
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response to that motion there they remained a party 
in the case, but AEP Ohio was under no further 
obligation to include them in settlement discussions? 

A. We did include them after we had come to 
the near final terms with the remaining engaged 
parties. 

Q. Okay. But to the extent there were 
multiple proposals and counterproposals, FirstEnergy 
Solutions was not included in any ofthat back and 
forth or discussion, correct? 

A. Yeah. Again, I don't know that I can say 
with absolute certainty that they were not included 
in any of it because of the number of parties 
involved, but I cannot ~ I can say that they were 
not included in all of it. 

Q. Uh-huh. Were tiiey not included by AEP 
Ohio in discussions regarding any ofthe proposals or 
counterproposals? 

A. During that period we did not continue to 
share any counterproposals or proposals with the 
parties who had opposed the motion to continue. 

Q. All right. So that would include 
lEU-Ohio, Ohio Partners for Affordable Energy, Office 
of Consumers' Counsel? 

Page 32 

A. Office of Consumers' Counsel seemed to be 
in a different mode. They continued to engage but 
not support the motion to continue so I recall there 
was a distinction. 

MR. CONWAY: Jim, just one comment. 
There's a continued kind of talking over the witiiess 
and I would like you to pay attention to it. 

MR. LANG: I'm aware of that. I think 
part of this is I got a little - 1 got a little late 
start today and I'm -

MR. CONWAY: Ready to go. 
MR. LANG; - tiying to go but I 

understand. 
Q. You refer - and this is at page 9, line 

22, you refer to "AEP Ohio continued to reach out to 
Parties that were not participating." What's your 
specific knowledge of how "AEP Ohio continued to 
reach out to parties that were not participating"? 

A. Certainly maintained an openness to those 
parties being wilhng to come back in and negotiate 
•within the framework that was in play at that time. 

Q. All right. How did you reach out to 
other parties? 

A. There were so many different touch points 
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and dialogue that the communication really never 
ceased in terms of interaction among the parties. 

Q. With regard to FirstEnergy Solutions 
specifically, how did you reach out or how did AEP 
Ohio reach out to FirstEnergy Solutions? 

,- '^/^•A.-., J don't recall all the specific touch -
points with FirstEnergy Solutions during that period 
of time. 

Q. Do you have any knowledge as to whether 
AEP Ohio did reach out to FirstEnergy Solutions 
during that time period? 

A. I don't nor do I know if FirstEnergy 
Solutions reached out to AEP Ohio. 

Q. Do you know whether AEP Ohio gave 
FirstEnergy Solutions any notice during this time 
period that there were — there were new possible 
stipulation terms that were on the table and being 
reviewed by other parties? 

A. I don't know, though I would think that 
would be a reasonable expectation of any ofthe 
parties, that negotiations were continuing and terms 
might continue to change. 

Q. So you're saying that's a reasonable 
expectation that FirstEnergy Solutions should have 
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had, but you have no knowledge whether AEP Ohio 
provided that infonnation to Solutions? 

A. I don't recall. 
Q. Uh-huh. Did you individually personally 

have any communications with FirstEnergy Solutions 
during that particular time period? 

A. Again, I don't recall personal 
communications, although 1 know our counsel may have 
had communications. Other members of the team may 
have. I don't recall any communications during that 
time period. 

Q. Was there someone on the AEP Ohio team 
that was primarily responsible for communicating to 
the parties? 

A. Our counsel. 
Q. Is tiiat Mr. Nourse? 
A. Mr. Nourse, yes. 
Q. Do you consider FirstEnergy Solutions, 

lEU-Ohio, and Ohio Partners for Affordable Energy to 
be capable and knowledgeable parties? 

A. Yes. 
Q. You said "the day before the Stipulation 

was finalized, AEP Ohio sent the Stipulation to all 
Parties." Do you know when that occurred? 
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A. My recollection it was late in that day. 
late aftemoon perhaps. I don't recall the precise 
time. 

Q. Do you know whether it was after 10 p.m.? 
A. I don't - 1 don't recall the precise 

time. 
Q. You also say thafthe^AEP Ohio "requested 

a final counteroffer or solicitation for additional 
discussions." Do you know whether there was a 
deadline placed on that request? 

A. I don't recall whether that request 
specified a deadline. I suppose there was an 
implicit deadline in that the hearing was to be -
the continuance went tiirough the next moming at I 
beheve 10 a.m. So there would be an imphcit 
deadline there in my opinion. 

Q. Do you know how this notice was provided? 
Do you know whether it was provided by telephone? 
E-mail? 

A. I suppose it was provided by e-mail from 
Mr. Nourse. That was the typical way of 
communicating with parties. 

Q. Did you read that e-mail? Have you read 
that? 
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A. I'm sure I did, yes. 
Q. Did you review that e-mail as part of 

putting together this testimony? 
A. Yes. 
Q. In the ESP as proposed to the 

stipulation, am I correct, did there - 1 guess 
during the tiansition period that there will be three 
different prices for capacity? 

A. During the transition period, so what 
period do you define as the tiansition? Up until the 
auction? 

Q. Correct. 
A. Up until the June, 2015? 
Q. Correct. 
A. So three different prices for capacity. 

I don't know. I'm not sure how you get to three so. 
Q. All right. There's - there's the $255 

for a kilowatt day. 
A. Megawatt. 
Q. Sorry, yeah, makes a big difference, per 

megawatt day. There's for some shopping customers 
instead of paying $255 per megawatt day they are 
paying whatever the RPM price is. That's a different 
capacity price, correct? ; 
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A. Correct. 
Q. And then there's also whatever the 

capacity price is, that standard shop - SSO -
A. SSO based, yes. 
Q. Do you know how the capacity price that's 

embedded in the SSO rate compares to the..other two — 
to the other two capacity prices? 

A. No, I don't. But Witness Roush would be 
able to explain that. 

MR. CONWAY: Could I have the last 
question read back, please. 

(Question read.) 
MR. CONWAY: Thanks. 

Q. Is it your understanding that shopping 
during the transition period up until the auction. 
that shopping during the transition period -will be 
consfrained •within the percentages for set-aside 
capacity? 

A. No. 
Q. Is it your belief that there will be 

shopping during the transition period above the 
percentages for RPM-priced set-aside capacity that's 
in the stipulation? 

A. Idon'tknow. There may be. That's a 
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fiinction of the competitive suppliers' individual 
business plans and business models. 

Q. That's a function of whether CRES 
providers can offer a competitive price that's -
that's combined with the $255 per megawatt day 
capacity price, correct? 

A. In their ô wn cost stmctures and their 
own ability to stmcture deals based on their 
business model. 

Q. Have you reviewed any analyses showing 
that it's possible to have shopping move those 
set-aside percentages, essentially shopping when 
capacity is priced at $255 per megawatt day? 

A. Analyses that show? 
Q. Yes. 
A. There's certainly considered intemal 

proprietary analysis of what headroom might look like 
for retail suppliers but don't have any specific 
threshold where I believe there's a clear distinction 
between what would happen in terms of shopping 
because, again, it depends on the competitive 
supplier's business which has, you know, more 
attributes to consider than just the price to pay for 
capacity. 
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Q. So the headroom analyses you re^viewed. 
did any of those use a capacity price of $255 per 
megawatt day? 

A. I don't recall. They may have. 
Q. With regard to the - tiie quantifiable 

benefits ofthe stipulated ESP that you discuss in 
your testimony, you reference both Witness Thomas and 
Witness Allen providing quantifications of those 
benefits. 

A. Correct. 
Q. Have you performed any quantification 

over and above what you received from Witness Thomas 
and Witness Allen? 

A. Specific monetary values assigned •with 
additional parameters ofthe plan? 

Q. Correct, similar to what -
A. No. I did what I would consider to be a 

more qualitative assessment of other factors beyond 
the quantitative analysis that Witness Thomas and 
Witness Allen performed. 

Q. Okay. So you - you accepted and relied 
upon their quantitative analyses and then what you 
performed was the qualitative analysis of other 
aspects ofthe ESP; is tiiat fair? 
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A. Yeah, that's a fair characterization. 
yes. 

Q. If the quantifications provided by 
Witiiess Thomas and Witness Allen were erroneous, if 
they assigned values that are higher than should have 
been assigned, then it's possible that your opinion. 
your overall opinion, that compares the ESP to the 
MRO would change, correct? 

A. Of course, under that hypothetical that 
might be the case, yes. 

Q. Is it your understanding that as the 
stipulation is designed a set-aside RPM pricing is 
designed that there will be no new govemmental 
aggregation in AEP's service territory prior to the 
competitive auction that starts in 2015? 

A. No. 
Q. Have you given consideration to the 

impact that the stipulation will have on govemmental 
aggregation in AEP Ohio territory? 

A. Not specifically. The plan is designed ' 
to be nondiscriminatory and open, the discounted 
capacity available to all customers on a — on a fair 
and level playing field. 

Q. Are you aware that there are several 
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1 municipalities in the AEP Ohio service territory who 
2 have opt-out govemmental aggregation on the ballot 
3 for this November? 
4 A. Yes. 
5 Q. And you're also aware that under Appendix 
6 C of the stipulation there is a certain percentage of 
7 the RPM capacity that it's allocated to residential 
8 customers through December 31,2011, correct? 
9 A. Yes. During that initial period, that's 

10 correct. 
11 Q. And then following December 31, 2011, if 
12 for example, there's oversubscription ofthe cus -
13 in the commercial class and the residential class is 
14 at that time undersubscribed, the oversubscription on 
15 the commercial side would take over that set-aside 
16 capacity that had been set aside for the residential; 
17 is that correct? 
18 A. That - that is my understanding, yes. 
19 Q. Do you know whether municipalities that 
2 0 have govemmental aggregation on the ballot for 
21 November will be able to reserve any of that capacity 
2 2 prior to December 31, 2011 ? 
2 3 A. I do not know. I don't know the text of 
2 4 their - of the agreements they may have negotiated. 
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1 Q. If it is not possible for them to get 
2 into the queue for residential capacity prior to 
3 December 31 simply because of how govemmental 
4 aggregation works on a statutory basis, would AEP be 
5 •willing to extend that December 31 deadline to some 
6 period of time that would reasonably allow the -
7 those govemmental aggregation customers to get into 
8 that residential queue? 
9 A. Ifyou're asking would we change the 

10 terms of the settlement to accommodate that? 
11 Q. Yes. 
12 A. No. That'samatter for all ofthe 
13 parties who decide to sign the settlement to consider 
14 something like that. 
15 Q. Is that something that you think would be 
16 reasonable? 
17 A. I don't know. 1 would have to understand 
18 that better. 
19 MR. CONWAY: We are not going to 
2 0 negotiate on the deposition, Jim. I'll tell him not 
21 to answer the questions if you are going to go dô wn 
2 2 that track. 
2 3 MR. LANG: I'm not trying to negotiate. 
24 I just want to know what the AEP position is. As he 
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1 said, negotiation was - would require the 
2 involvement of all parties. 
3 MR. CONWAY: That's right. 
4 Q. At page 12 of your testimony, line 5, you 
5 have a reference to - 1 believe this is a reference 
6 to capacity provided at a significant discount for 
7 what AEP Ohio would otherwise be willing to charge. 
8 The amount that you "would otherwise be •willing to 
9 charge" or the price that you would otherwise be 

10 •willing to charge, is that a reference back to the -
11 what would be the cost-based price in Witness 
12 Pearce's testimony? 
13 A. Yes. 
14 Q. And is that the $355 per megawatt day? 
15 A. That number from memory is the blended 
16 rate for the two companies so it would be on a merged 
17 AEP Ohio basis. That is the number that Witness 
18 Pearce provides. 
19 Q. Okay. So your understanding of that 
2 0 number is that's the capacity price that AEP Ohio 
21 is - is willing to charge but is agreeing not to 
2 2 charge as a result of this stipulation? 
2 3 A. Generally I would say that's a fair 
2 4 characterization, yes. 
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1 Q. Has the Public Utilities Commission of 
2 Ohio ever approved AEP Ohio charging $355 per 
3 megawatt day for capacity? 
4 A. Not to my knowledge. That'samatter 
5 that is being resolved in the capacity case through 
6 this settlement. 
7 Q. As - as we sit here today with what die 
8 Public Utilities Conunission has authorized to be 
9 charged for capacity, the price that's been 

10 authorized is the equivalent of PJM RPM market price, 
11 correct? 
12 A. Under the - in terms of state 
13 conpensation mechanisms, that's correct, which is a 
14 matter of pending litigation. 
15 Q. So the price at which AEP Ohio is going 
16 to provide capacity to CRES providers under the 
17 stipulation is - is either the RPM price tiiat the 
18 Commission currently has authorized or it's a ~ the 
19 $255 per megawatt day which is about what, 5 to 10 
2 0 times higher than what the Commission has authorized, 
21 correct? 
2 2 MR. CONWAY: Excuse me. Could you read 
2 3 back the question for me, please. 
24 (Question read.) 
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MR. CONWAY: I am going to object to the 
question because it - 1 think it assumes in the 
premise of it something that hasn't been demonstiated 
which is what the Commission has authorized as a -
as a capacity price. There's no capacity price the 
Commission has authqrk«fdj¥^hich is 5 to 10 times 
lower than what the company has proposed to charge 
during the ESP which I think is what your question 
assumed anyway. 

MR. LANG: Okay. 
MR. CONWAY: I object to the form ofthe 

question. 
MR. LANG: And, Dan, I am going to ask 

you to limit the speaking objections the same way 
that you asked me to stop cutting off the witness. 
And so you've objected to the form ofthe question. 

Q. Can you answer the question? 
A. I would disagree in that the amount the 

Commission has authorized has not been resolved. 
It's a matter of pending litigation. 

Q. There is authorization for a particular 
capacity price as of today, correct? 

A. And that's no different than saying 
there's an ESP price today. This settlement resolves 
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future pending litigation so referring to prior rates 
to me is irrelevant. 

Q. I am not referring to prior rates. I am 
asking about the current rate today that's authorized 
is the RPM market price, correct? 

A. Which is a matter of pending litigation. 
Q. Okay. So AEP has a pending case where 

AEP is trying to get authority to price capacity on a 
different basis than the RPM price, correct? 

A. That's correct. 
Q. But you have not received that autiiority, 

correct? 
A. That's correct and this settlement 

resolves that case. 
Q. Uh-huh. But when you refer to a 

significant discounts from what AEP is willing to 
charge, isn't it fair to say that the issue isn't 
what AEP is willing to pay; the issue is what the 
Commission would approve to charge? 

A. The - the AEP as an FRR entity is not 
willing to accept an RPM rate. 

Q. Has AEP Ohio accepted an RPM rate as of 
today? 

A. As a matter of a Commission order, yes. 
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But there's pending litigation to resolve that 
charge. 

Q. Is the Commission order - is it your ; 
understanding that the Commission order to charge the 
RPM price 'will expire sometime soon? \ 

A. It's a matter of the pending litigation 
that this settlement resolves. • ' * " ''; 

Q. How does AEP Ohio intend to implement • 
corporate separation? ; 

A. Ultimately by having a separate 
generating business by separating the generating t 
resources from the non-generating resources. 

Q. Okay. So is tiie - is the plan at this 
point to transfer all existing Ohio generating 
resources to a - to an AEP affiliate? 

A. That ~ that is the plan. I 
Q. Essentially to another AEP company that t 

is an affihate of AEP Ohio -
A. Right. 
Q. - would be a better way to say it. 
A. Yes. And the ultimate resolution of 

those issues would also depend on the outcome of a 
FERC case that would be filed next year. ^ 

Q. Is it also possible that AEP Ohio would 
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sell some of its generating assets to other AEP 
operating companies? 

A Yes. : 
Q. Do you know how the decision will be made 

as to whether all of those generating assets go into 
a, you know, a competitive generating affiliate or 
whether some — or whether it's just some going into 1 
the competitive generating affiliate and some are 
sold to otiier AEP operating conpanies? 

A. There would be - we would anticipate as 
set forth in one of the appendices to the stip 1 
through FERC we would resolve the pool issues, the 
corporate separation, and the AEP system i 
interconnection agreement whereby through which other } 
jurisdictions have — potentially have claims on 
those assets, and so it's a matter of fiiture J 
litigation and potential settlement that I couldn't 
possibly begin to try to predict. j 

Q. So the - so the process that decides i 
•where those generating assets end up is - -will be 
the FERC process tiiat's described in one ofthe \ 
^pendices to the stipulation? | 

A. That's the — the appendix is the f 
timeline. J 
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Q. Uh-huh. Do you know whether the 
generating assets 'will be tiansferred at - at book 
value, at market value, or at the higher of book or 
market value? 

A. I would expect they would be fransferred 
out of APP Ohio at book value. 

Q. Is that - is that a pro-vision that's in 
the stipulation? 

A. No. 
Q. Is the - is it possible this - the 

generating assets, that one ofthe options for the 
generating assets is that none of them would end up 
being owned by an AEP generating company that's 
similar to FirstEnergy Solutions? 

A. Well, I can't predict the potential 
outcome. That seems unlikely to me. 

Q. Is it possible that under the corporate 
separation as provided for in the stipulation, is it 
possible that those generating assets could be sold 
at market, some of them? 

A. Sold to non-AEP; is that the question? 
Q. Essentially auctioned off 
A. Just sold. I suppose post-separation and 

through the settlement ofthe pool — resolution of 
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the pool there are a number of different outcomes, 
although I don't anticipate that outcome. 

Q. Okay. Is that stiU a possible outcome 
depending on how the pool and the corporate 
separation discussions go at FERC? 

A. Again, I can't predict the negative 
outcomes from that process. 

Q. So all of those issues and range of 
outcomes, again, tiiat's something that will be 
decided as part ofthe FERC proceeding? 

A. Yes, and further they are not 
predetermined by the stipulation. 

Q. In several places in your testimony you 
refer to how the stipulation is providing for a path 
to a standard service offer that has - that is a 
competitive rate or a market-based rate. And it 
is - is this a commitment in the stipulation that 
the standard service offer pricing will be market 
based after May of 2016? 

A. There are no specific commitments to what 
future SSOs might look like, but under the scenario 
that AEP Ohio is an EDU I can't envision any other 
scenario that would be workable with it, with an EDU 
that does not own generation resources sufficient to 
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serve its load. It would seem it would have to be 
through some sort of a competitive procurement 
mechanism for standard service offer load. 

Q. Absent the stipulation and the agreement 
in the stipulation, could AEP Ohio achieve corporate 

..,. sfparation in the near term over the next two, or , 
three years? 

A. I don't know. 
Q. Since the filing, I guess - let me start 

that question over without limiting. 
Are you aware of any corporate separation 

plans, analyses, guidelines that AEP Ohio has 
developed in order to accomplish the corporate 
separation that's now pro-vided for in the 
stipulation? 

A. Intemal plans? 
Q. Correct. 
A. We have begun intemal work to work 

through all of tiie myriad issues that are involved to 
have an adequate plan in place and to anticipate all 
of the issues. That work is just beginning. 

Q. Do you know whether AEP Ohio is relying 
on the corporate separation work that was done as 
part ofthe AEP Ohio's - 1 guess actually Columbus 
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Southem and Ohio Power's tiansition plan -
A. From a decade ago? 
Q. - from a decade ago? 
A. Sorry to inteiiupt you. It's certainly a 

reference point, but I can't say we're relying on it 
in the sense that it's repackaging and redoing that 
same thing. 

Q. The new - well, the generation affiliate 
that's contemplated that would be recei-ving the 
generation assets, do you know whether that would be 
an existing AEP company or whether that would be a 
new entity that's created? 

A. 1 don't know. 
Q. Do you know why there is a July 1 cutoff 

for the group one customers in Appendix C ofthe 
stipulation? 

A. I don't, no. I could speculate it may be 
that was the - during the negotiations the most 
recent in public information that was available to 
adopt the load that switched, but 1 want to assert 
that I'm speculating. I don't know that was the 
basis for that. 

Q. So during the time when settlement 
discussions were taking place as part of these 
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discussions about this other side of capacity, were 
you referring to AEP Ohio shopping numbers that was 
sho^wing number ofcustomers that were shopping? 

A. Am 1 referring to it? 
Q. Yes. 
A. NofpsfiK>rK%, not specifically, but I ,=: -

imagine that parties relied on publicly available 
information. 

Q. Uh-huh. Witii regard to the different 
groups that were in Appendix C in the stipulation for 
the set-aside capacity, are you aware today of what 
this status is of tiie - ofthe load in tiiose 
different groups in terms of you know, whether they 
are - whether the load in 2012 exceeds 21 percent. 
is close to 21 percent, is less than 21 percent? 

A. I have not. 
Q. Have you been given data, a spreadsheet. 

that shows - you know, that shows the current load 
in relationship to those percentages? 

A. There was data. My recollection of data 
shared looked at on the August 23 date at one point 
in time but beyond that I don't know. It's a matter 
ofthe team working on being sure that the - that 
data is accurate and precise. 
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Q. All right. So you personally have not 
seen anything newer than tiie August 23 data? 

A. Right. 
Q. Okay. 
A. That's correct. 
Q. The - the stipulation refers to I think 

retirement of Muskingum River 5, constmction of a 
Muskingum River 6. Can you clarify for me what tiie 
plans are •with regard to those plans? Is this a -
you know, is this a retrospect ofone into the other. 
or is it a Muskingum River 5 goes down and tiiere is a 
new Muskingum River 6 which is separate? 

A. It's a matter of an ongoing engineering 
analysis so there's not a defined plan established at 
this point, but conceptually tiie idea would be to use 
as much of the infrastmcture from Muskingum River 5 
to support Muskingum River 6 as is technically 
feasible and economically feasible. 

Q. Is it possible tiiat AEP decides based on 
the economics to continue to operate Muskingum River 
5? 

A. 1 wouldn't mle anytiiing out. I would 
consider that highly unlikely. 

Q. Okay. But it's your understanding that 
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AEP Ohio has not committed through the stipulation to 
retire Muskingum River 5? 

A. That's correct. 
Q. Is it also your understanding that AEP 

Ohio has not committed through tiie stipulation to 
- build Muskingum River 6? ^ 

A. That's correct. 
Q. So AEP Ohio stiU has to make the 

economic determination as to whether Muskingum River 
6 will be •viable and •will only build it if ifs 
economically •viable? 

A. Correct. And presumably the Commission 
would only approve it ifthey were •viable. 

Q. All right. Is AEP Ohio's goal of 
transforming its generating fleet to reduce reliance 
on gas, mcrease reliance - I'm sorry, reduce 
reUance on coal, increase reliance on gas, is - is 
that transformational goal dependent on this 
stipulation? 

A. No. 
Q. That's a - that's a general business 

objective of AEP Ohio and probably of AEP, correct? 
A Yeah. And the stipulation is supported 

by tiiat goal. 
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Q. The long-term shale gas contiacts 
referenced in the stipulation that AEP Ohio have 
entered into, is it possible that those long-term gas 
contracts with Ohio producers would be at a higher 
price than long-term gas contracts •with what would be 
available from Pennsylvania producers? 

A. We would not enter into such a contract. 
We •will anticipate these to be competitive, any such 
long-term contiact, so the answer is no. 

Q. With regard to the Muskingum River 6 
plant, your testimony says that AEP Ohio will file a 
plan with the Commission by the end - by the end of 
2012 so that would be the end of next year with 
regard to constmction ofthe Muskingum River 6. 
What's the timeline beyond filing that application 
for constmction of Muskingum River 6 and the 
beginning of cost recovery at Muskingum River 6? 

A. I don't have a specific timeline because 
it depends in large part on the ultimate 
engineering - outcome ofthe engineering analysis 
and the degree to which the plan reuses 
infrastincture, then that could change the timeline. 
Under any scenario I would expect would be two or 
three years minimum from this point in time before we 
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see such a new asset online and perhaps even longer. 
Q. Uh-huh. Do you know whether AEP Ohio 

would also ask the Commission as part ofthat 
proceeding for a reasonable allowance for 
constiuction work in progress for tiie Muskingum River 
6 plant? - - ._^^^_^»;,, 

A. I don't know tiiat. 
Q. One of the possibilities is tiiat AEP 

would not file a plan by the end of 2012 because AEP 
would decide that the economics ofthe plant didn't 
justify it at tiiat time; is that correct? 

A. That is a possibility. 
Q. The reference in the stipulation 

development of 350 megawatts of customer-sited 
combined heat and power and otiier generating 
resources, in your testimony you refer to that 
commitment, and then it says - this is at page 17, 
lines 17 and 18, says "with the costs to be recovered 
through an appropriate rider." What do you mean by 
"an appropriate rider"? 

A. Appropriate for the type of project and 
the nature ofthe resource, it might be a GRR type 
rider if ifs an asset ô wned by tiie conpany. It 
might be through tiie altemative energy rider. There 
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are a number - that might be purchased power. There 
is - there are a number of different scenarios that 
could emerge, and it's impossible at this point to 
predict what the regulatory treatment might be or 
what we nught seek. 

Q. So the 350 megawatts is not necessarily 
owned by AEP Ohio? 

A. Not necessarily, that's correct. 
Q. AEP Ohio could participate in tiie 

development of a generation resource that would be 
o^wned by a third party and then have a purchased 
power contract with that third party. 

A. That's a scenario that's conceivable. 
yes. 

Q. Okay. Is it your understanding that all 
of this 350 megawatts would be in furtherance of AEP 
Ohio satisfying its renewable energy in advanced 
energy benchmarks? 

A. I would hope so, yeah. I think that's 
the base understanding or the base goal. 

Q. Is AEP Ohio currentiy contributing to 
Partnership of Ohio? 

A. We do, yes. We do have - currently have 
a partnership with tiie Ohio plan. 

1 
2 
3 
4 
5 

:,S.^ 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Page 5 9 

Q. Do you know what the current contribution 
levels are? 

A. We currently in the current ESP had 
committed $5 million per year. 

Q. Is that $5 million also in the AEP Ohio's 
, current 2012 budget? , _ _ 

A. The $5 million? 
Q. Correct. 
A. No, no. 
Q. Do you budget on a calendar year, or do 

you have a different fiscal year? 
A. Calendar year. 
Q. Calendar year, okay. Under the 

stipulation the contribution with Partnership with 
Ohio is a $3 million annual commihnent; is that 
correct? 

A. That's correct. 
Q. And that contribution is contingent on 

the determined equity exceeding 10 percent for the 
prior calendar year, correct? 

A. That's correct. 
Q. So the - the $3 million for 2012 depends 

upon the 2011 retum on equity; is that correct? 
A. That is correct. 

Page 60 

Q. And would tiiat be a - it says AEP Ohio 
retum on equity so would that be a combined Columbus 
Southem and Ohio Power 2011 number? 

A. The stipulation seeks approval of the 
merger of tiie two conpanies, so it would be on a 
merged basis. 

Q. Do you know what the 2011 retum on 
equity is forecasted to be for the merged company? 

A. I don't recall. I haven't looked at that 
lately. 1 suspect is would be adequate to fund this. 
if tiiat's the question. 

Q. Uh-huh. Is tiie - is the calculation of 
retum on equity for purposes of this, you know, this 
10 percent goal, 10 percent target, is tiie 
calculation of this retum on equity the same as how 
retum on equity is defined for purposes ofthe SEET 
test? 

A. No. This is a stiaight - stt-aight up 
retum on equity ofthe conpany. 

Q. Is - is that a provision thaf s in the 
stipulation because there's references in tiie 
stipulation to retum on equity for SEET and retum 
on equity for the purpose of this? 

A. This - this as it states is AEP Ohio's 
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retum on equity. There is no reference to - as 
determined through the SEET proceeding or previous 
SEET proceedings. That only appears to my 
recollection in the provision related to the SEET 
threshold in fhe stipulation. 

;-. iA>̂ =Qi-©0 you have or has any other AEP-Ohio 
•witness provided retum on equity estimates for 2012 
or any future years, that is, this definition of 
retum on equity? 

A. Witness Allen does prô vide pro formas. I 
don't recall if it's this definition. 

Q. Okay. So you dont recall whether the 
retum on equity that needs calculating is this 
retum on equity that's used for purposes ofthe 
contributions to tiie Partnership with Ohio? 

A. Right. I dont recall what, if any. 
adjustments he might make in his pro formas. 

Q. If it's not in his testimony, it's not in 
anyone else's testimony? 

A. The pro forma? 
Q. The - the estimates of AEP Ohio's retum 

on equity. 
A. That's correct. 
Q. I asked you whether you knew 2011. Have 
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you - are you familiar with any numbers tiiat are 
retum on equity estimates for 2012 or any future 
year? 

A. Only what's in Witness Allen's pro forma. 
Q. In Witness Thomas's price conparison of 

tiie ESP are you familiar with whether she included 
the GRR cost in that - in her analysis? 

A. I don't recall specifically, but I don't 
beheve that she did because there's no determination 
of what that rate might be during the period of the 
MRO test in her analysis. Ifs tiie subject of a 
future regulatory proceeding. 

Q. In earher - earher in this case there 
was testimony filed by AEP Ohio that was - that 
identified the potential future costs ofthe Tuming 
Point Project. And it estimated for beginning in 
2013 what the Tuming Point costs would be that would 
be recovered from customers. Is it - is that 
testimony still consistent with AEP Ohio's plans for 
developing the Tuming Point Project? 

A. I believe it is, and it also is the 
subject of a future regulatory proceeding. 

Q. To the extent tiiat as part of the 
stipulation AEP says that it will be filing a future 
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proceeding dealing with - •with asking the Commission 
to authorize the nonbypassable surcharge for cost 
recovery for Tuming Point, correct? 

A. Yes. That's correct. 
Q. Is it tiue tiiat AEP Ohio has committed to 

developing tiie Tuming Poiiit.project? 
A. Witiicertainconditions,yes. 
Q. Has AEP committed to tiie Public Utilities 

Commission of Ohio to invest 20 milHon in tiie 
Tuming Pouit Project or some other similar project 
bytiieendof2012? 

A. Committed in what sense? In what form? 
Q. Committed in terms of committed in - in 

documents filed with tiie Public Utilities Commission 
of Ohio tiiat AEP Ohio will do that, will make tiiat 
$20 million investment. 

A. Yes, we certainly have subject to 
approval ofthe recovery of tiiat mvestment. 

Q. Okay. So your understanding is that 
the - the commitment to invest the 20 million is 
contingent upon the Commission approving cost 
recovery through a nonbypa.ssable surcharge. 

A. The project is contingent on that, yes. 
Q. But just to be clear the project and tiie 
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$20 million of investment would be contingent on 
that? 

A. Sure. 
Q. Do you know whether Witness Thomas's ESP 

versus overall price comparison includes all years of 
the ESP term as defined in the stipulation? 

A. From recollection her analysis looks at 
pricing in the years preceding the auction. So the 
last 12 months ofthe plan she did not include. 

Q. Did you have any discussions with her 
conceming why she decided not to include the last 
year ofthe plan in her analysis? 

A. No, no. I relied on her to make that 
determination. 

Q. Okay. Did - you know, did she offer any 
explanation to you as to why she did that? 

A. No. Again, I didnt ask her about that. 
Q. All right. You relied on her-
A. Right. 
Q. - on her determination. Do you know 

what capacity price or prices she used in her 
analysis? 

A. For what part of the analysis? 
Q. Actually for any part of the ESP versus 
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MRO analysis. 
A. Yeah. There's the capacity price for the 

market component that blends into the MRO side ofthe 
equation. So my understanding is she used tiie blend 
of RPM and 255 that's embodied in the stipulation. 

" Q. Did you have discussions •wnth-l^-'.;, J,. 
regardmg whether she used tiiat - why she used that 
blend? 

A. Only briefly. 
Q. Okay. How did she explain it to you? 
A. That that indeed is the market price 

under this stipulation. 
Q. Okay. 
A. I'm sure thaf s a sinplification of what 

Witness Thomas would explain. 
Q. If Witness Thomas used all RPM capacity 

pricing instead of a blend, do you know what the 
outcome would be in the MRO versus ESP conparison? 

A. I do not. 
Q. If she included fiiel increases in her 

conparison, do you know what tiie outcome would be in 
her MRO versus ESP price comparison? 

A. I do not. 
Q. Your testimony refers to Mr. Allen's 
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calculation ofthe benefit ofthe discounted capacity 
pricing $856 million. 

A. Yes. 
Q. Are you familiar with how he calculated 

that number? 
A. No. I didnt study the specific 

underlying calculations. 
Q. I want to ask you about a — on page 29 

if you can — at the top of page 29, on the second 
line it says, "Furthermore, under an MRO, future 
en-vironmental costs would be explicitly recovered 
from customers." Can you explain that to me, how 
fiiture environmental costs would be explicitly 
recovered from customers under an MRO? 

A. Yes. My understanding ofthe MRO 
pro-visions in the law allow for recovery of four 
different items, one of those being environmental 
costs. I don't recall the other three, but I'm sure 
environmental is one ofthe four. 

Q. All right. So that's a reference to the 
generation service price that's blended witii the 
market price during, you know, kind of 90 percent, 
80 percent price part ofthe tiansition. 

A. Right. For shorthand the cost-based side 
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of tiiat. 
Q. Gotcha. Getting to the end. 

MR. CONWAY: Take your time. 
Q. I asked you about tiie Tummg Point 

testimony and tiie cost information fliat was filed. 
The - as that testimony was filed, it showed tiie 
goal was to have cost recovery start in 2013. Does 
that - does that remain the timeframe for AEP Ohio 
with regard to Tuming Pomt? 

A. The timeframe is now the subject of 
fiiture regulatory action. We would hope it would 
still begin in 2013. 

Q. Okay. Because tiie - 1 think tiie 
stipulation refers to something like a workable 
schedule for tiiat. I was frying to see whether you 
had any more detail on what AEP considers a workable 
schedule. I mean, is tiiat to try to get approval in 
2012 so that you can start building? 

A. I dont have that level of precision. My 
general understanding is the project depends on 
certain types of tax incentives and financing 
mechanisms tiiat are perishable, so we want to make 
sure that we fit within those tune windows. 

Q. With regard to the Muskingum River 6 
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plant that could be included in the GRR, is 
constmction of tiie Muskingum River 6 facility 
contingent on or dependent upon Commission approval 
of cost recovery tiirough the GRR? 

A. Thaf s a filing yet to be made. So it's 
to be determined but thaf s the general idea. 

Q. Is it possible that the Muskingum River 6 
unit would be constmcted outside ofthe GRR cost 
recovery process and simply be AEP Ohio merchant 
generation or merchant generation of tiie new 
generation - the generating affihate? 

A. There's two parts to the question. I 
cant foresee how the EDU would do it without that 
GRR recovery. I can't speak for what a merchant 
affiliate might do. They may or may not consider 
such an investment. 

Q. Is it fair to say putting specifics aside 
that unit -will only be built if it makes sense from a 
market perspective? 

A. Depending on what you mean by a market. 
yes, I think thaf s a fair statement. 

Q. Are there costs related to the shutdown 
of fhe Muskingum River 5 plant that AEP Ohio would 
seek to recover through the GRR rider? 

-:«s*»is^--
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1 A. Yes. We do anticipate retirement costs 
2 being a part of that plan. 
3 Q. Can you explain to me like what's -
4 what's contemplated how that would work? 
5 A. I dont know because it depends on the 

'&' : study to determine what, if̂ any, portions ofthe 
7 existing infrastructure can be reutilized with MR6 
8 and what would need to be retired as a result ofthat 
9 project so it's indeterminable. 

10 Q. Would the - would the cost ofthe part 
11 of MR5 that cant be utilized in the new plant, would 
12 those costs be — would AEP seek to roll those costs 
13 into the GRR? 
14 A. That would be the retirement costs, yes. 
15 Q. Okay. I want to put in front of you - 1 
16 am going to put in front of you a document that was 
17 labeled as a deposition exhibit in Ms. Thomas's 
18 deposition I think it was in August. I'm not going 
19 to mark it. It's a document that's marked 
2 0 "restricted access confidential." I am not going — 
21 I am not going to mark it. I am not going to ask you 
2 2 about the specific numbers and don't want you to 
2 3 refer to the specific numbers because the goal is to 
2 4 keep this ttanscript public, but Ijust want to ask 
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1 you if you have - if this document and if the fuel 
2 revenue estimates in that document, you know - let 
3 me ask you, first of all, have you seen the document 
4 before? 
5 A. I do not recall seeing this document, no. 
6 Q. The fuel revenue estimate numbers that 
7 are set forth in that document, have you seen those 
8 before? 
9 A. I don't recall seeing those estimates 

10 before, no. 
11 Q. Have you seen any other fuel estimates 
12 intemal to AEP Ohio that are consistent with those 
13 numbers? 
14 A. Not that I recall. There's not enough 
15 information on this page for me to be able to 
16 understand the underlying estimates and what's behind 
17 that. 
18 Q. Uh-huh. Do you know whether for purposes 
19 of this stipulation AEP Ohio has developed fuel cost 
2 0 estimates that would show what the - what the FAC 
21 price would be for years 2012 through 2014? 
2 2 A. Indi'vidual point estimates for each of 
2 3 those years; is that the question? 
24 Q. An estimate for each of those years, yes. 
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1 A. Yeah, yeah. I dont know. I would rely 
2 on Witnesses Allen and Roush for that level of 
3 detail. 
4 Q. Okay. That's all I want to do witii that. 
5 A. Yeah. 
6 MIL LANG; Thanks. Those are all the .„._,̂ _ 
7 questions I have. 
8 THEWIINESS: Thank you. 
9 MR. LANG; Does anyone on the phone have 

10 questions? 
11 UNIDENTIFIED SPEAKER: No, thank you. 
12 MR. LANG; Is there only one person on 
13 the phone? 
14 UNIDENTIFIED SPEAKER; No, but I am not 
15 as polite. 
16 MR. LANG: Going once, going twice, 
17 closed. 
18 I think we are complete. Are you going 
19 to waive signature? 
2 0 MR. CONWAY; No. We'll read the 
21 ttanscript. Thank you. 
22 MR. LANG: We can go off the record. 
2 3 (Thereupon, the deposition was concluded 
24 at 5:03 p.m.) 
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MR. LANG: Mr. Munczinski, good moming. 
My name is Jim Lang. I will be asking you questions 
today on behalf of FirstEnergy Solutions. 

If we could have the folks on the phone. 
to the extent they want to, identify themselves and 
make appearances. Thank you. 

MR. DARR: Frank Darr on hslialfiof lEU. 
MR. LANG: Anyone else? 
MR. HAYDEN: Mark Hayden on behalf of 

FES. 
MR. RUCH: Roger Ruch, FirstEnergy 

Solutions. 
MR. LANG: Any other attomeys? 
MR. MITCHELL: This is Jim Mitchell, 

Da-vis, Wright, Tremaine. 
MR. LANG; Any iion-FirstEnergy attomeys? 

We can narrow this do-wn. 
All right. Sounds like not. 
MR. NOURSE; Steve Nourse here for 

Columbus Southem Power and Ohio Power Company. 
— 
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RICHARD E. MUNCZINSKI, 
being first duly swom, as hereinafter certified. 
deposes and says as follows: 

EXAMINATION 
By Mr. Lang: 

Q. Mr. Munczinski, have you had your 
deposition taken before? 

A. Yes. 
Q. How many times have you been deposed? 
A. I cannot recall. Numerous times, though. 
Q. More than ten? 
A. Probably not. 
Q. Five to ten? 
A. Probably. 
Q. Okay. I'll be asking you a series of 

questions. If i ask you a question that is 
confiising, please let me know. The goal here is to 
have as clear a record as we can accomplish, so if i 
do ask a question thaf s confiising, will you please 
let me know? 

A. I will. 
Q. In your testimony I wanted to ask you. 

first starting at page 3 of your testimony, around 
lines 19 to 21, this relates to PJM implementation of 
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a capacity market pricing. You say that AEP 
"expressed concem over the long-term negative 
inpacts ofthe RPM capacity market." Were you 
involved in that process? 

A. Not directly involved. 
Q. Okay. So you were not one of the 

indi\'iduals on behalf of AEP expressing concem to 
FERC? 

A. Not at that time. 
Q. Do you know who was expressing that 

concem? 
A. My recollection would be that that was 

being handled by Craig Baker, who was my predecessor 
as senior vice president of regulatory services. 

Q. And so this information that you describe 
here at the bottom of page 3 of your testimony about 
the interaction between AEP and PJM, is that an 
understanding that comes to you from discussions -with 
Mr. Baker? 

A. No. 
Q. And how do you come by that 

understanding? 
A. Ifs more of an understanding from 

reading some ofthe prior filings and some ofthe 
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filings within the capacity case talking, speaking 
with Dana Horton, who was also part ofthat process 
with Mr. Baker. 

Q. Do you know what specifically the concem 
was? 

A. Well, my understanding is that AEP 
preferred, particularly that the operating conpanies 
in the East preferred to look more like a regulated 
entity than not, and this gave us an opportunity to 
do that. 

Q. Why was the preference to look more like 
a regulated entity? 

A. Because we have 11 states, and we have 
seven operating conpanies, and now -with the exception 
of perhaps of Ohio, we are a regulated entity. 
Thaf s just our preference and our culture. 

Q. And, again, that understanding that you 
have comes from your re-view of these documents that 
were - are they documents that were filed with FERC? 

A. Sure. 
Q. Do you have any fu-sthand knowledge of 

the interaction between AEP and PJM during this time 
period in 2007? 

A. No. 

pysjs:. 
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Q. Are you familiar with AEP Ohio's capacity 
charges to CRES providers since AEP's inclusion into 
PJM in June 2007? 

A. Well, to a limited extent. I guess I 
could tell you what last year's and the current 
charge is. I'm not sure I can tell you before that. 
buf I'm sure it's available;''" ' ' ' 

Q. Let's start with you said the last year 
and the current charge. What are those? 

A. The current charge ~ well, the current 
charge in the simplest form, call it that, is $100 a 
megawatt-day. It was a $74 per megawatt-day in the 
prior year. 

Q. You are referencing testimony. Is that 
your testimony or somebody else? 

A. It's Kelly Pearce's testimony. 
Q. Is that table 1 ofthe Kelly Pearce's 

testimony? 
A. Correct. 
Q. Prior to going back to 2007, are you 

familiar with what the prices were that were charged 
to CRES providers for capacity? 

A. Prior to the implementation of SB 221, 
which was January 1, 2009,1 don't think that 
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situation existed. It could have. I'm not 
knowledgable about that. 

Q. Over the applicable time period, has AEP 
always charged CRES providers the RPM market price? 

A. Thaf s my understanding. 
Q. At page 6 of your testimony, starting 

around line 10 or 11, you have a reference to three 
altematives for pricing capacity, and you say those 
are altematives available under FRR. What is FRR? 

A. Fixed resource requirement. 
Q. These three altematives, are tiiose in an 

FRR document? 
A. Yes. They are part of our contract-with 

PJM. 
Q. Is that contract what is referred to as 

theRAA? 
A. I believe so. 
Q. Do you know what RAA stands for? 
A. Not off the top of my head. I guess we 

get so used to using the acronyms. Ifs reliability 
sometiiing. 

Q. Ae you personally familiar -with the 
provisions ofthe RAA? 

A. Yes, that I am, at least this provision. 
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Q. This provision that outlines these three 
altematives that you reference in your testimony, do 
you know where specifically that appears in the RAA? 

A. No. 
Q. In preparing your testimony, did you 

reference that provision? 
A^-¥^»rr,s:-:^- . ^ - . -.™,.-^ • 

Q. And do you believe your description in 
your testimony of these three altematives is 
consistent witii the language in tibe RAA? 

A. Certainly consistent with the intent, as 
we read it. 

Q. So by saying consistent with intent, does 
that mean your description ofthe three altematives 
is a paraphrasing of the language in the RAA? 

A. Correct. 
Q. The RAA language says that of these tiiree 

altematives, to the extent tiiere is a state 
conpensation mechanism, then tiie state mechanism -will 
control; is that correct? 

A. Well, I mean, that's obviously the 
disagreement we have with both the state of Ohio and 
FERC at this point. We beheve tiiat tiiaf s a 
wholesale rate and that the wholesale rate should be 
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set by the FERC and not PUCO. If PUCO does want to 
set a retail rate, then it can set a retail rate but 
can't set a wholesale rate. 

Q. Thank you, but I don't think tiiaf s tiie 
question I asked. What I asked, does the language of 
the RAA state that if there is a state compensation 
mechanism, that the state conpensation mechanism will 
control? 

A. It says in the absence of a state 
mechanism, then you could either have a cost-based or 
an RPM. 

Q. Is it your understanding tiiat AEP can 
have a cost-based capacity price notwithstanding the 
Pubhc Utilities Commission of Ohio setting a state 
conpensation mechanism? 

A. Yes. 
Q. So the Public Utilities Commission of 

Ohio can establish a state conpensation mechanism. 
and AEP Ohio can still go ahead and charge a 
cost-based price and ignore what the Public Utilities 
Commission of Ohio did? 

A. Depending on what the FERC says. 
Q. Okay. And AEP's Ohio's position is the 

language ofthe RAA allows the FERC to disregard the 
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state compensation mechanism in favor of another 
compensation method; is that correct? 

MR. NOURSE: I object to the term 
"disregard." 

You can answer. 
A. Again, our position is that a sale for 

resale, so a sale fi:oKi-£-u»tty|:'Sach as AEP Ohio, 
to a CRES provider is a wholesale sale and that FERC 
has jurisdiction over wholesale sales. 

Q. Are you aware that the Public Utilities 
Commission of Ohio has currently established a state 
compensation mechanism for AEP Ohio? 

A. I'm aware that they have an interim rate 
established. 

Q. Do you see a difference between an 
interim rate and a rate which is a state compensation 
mechanism? 

A. Yes. 
Q. One way or another, ifs still a state 

compensation mechanism, correct? 
A. As an interim state mechanism. 
Q. Are you calling it an interim mechanism 

because - does it have a deadline? Does it have an 
end date? 
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A. We hope. 
Q. You don't know? 
A. I think the term "interim," like this is 

an interim deposition ~ maybe if I'm here for three 
days, maybe ifs not interim. 

Q. Does the state compensation mechanism 
established by the Public Utilities Commission of 
Ohio have an end date? 

A. No, not that I'm aware of. 
Q. Is AEP Ohio currently charging CRES 

providers for capacity based on the state 
compensation mechanism established by the Public 
Utilities Commission of Ohio? 

A. Yes, they're charging them the interim 
rate established by the PUCO. 

Q. In your testimony it refers to ~ you 
refer to the state compensation mechanism as a 
"properly designed state retail mechanism." Is that 
the actual language ofthe RAA? 

MR. LANG: Objection. Can you give a 
reference if you are quoting his testimony? 

Q. Page6, lines 12andl3. 
A. My line 13 says ~ 

MR. NOURSE: That's line 10,1 believe 
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where you started. 
Can we go off the record for a minute? 
(Discussion off record.) 

Q. The question was, at those lines you 
refer to a "properly designed state retail 
compensation mechanism." Is that tiie language ofthe 

-SAA? - -wsT̂ ^̂ sSSTii.-̂  
A. I have to check that out. I don't have 

that document with me. Again, the intent ~ my 
understanding thaf s the intent of it. 

Q. The RAA has an option, a compensation 
based on the FRR entity's cost. Is that your 
understanding? 

A. Correct. 
Q. Is there any language in the RAA that 

defines tiie FRR entity's cost as fiill embedded costs 
ofthe generating units? 

A. Not to my knowledge. 
Q. Is it your understanding that the 

reference in the RAA to cost is intended to be a 
reference to full embedded costs of generating units? 

A. Yes. In my mind, going back through the 
Public Utility Holding Company Acts, tiie definition 
of cost was fairly proscriptive. Costs also include 
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a retum on equity. 
Q. Your understanding comes from a review of 

the Pubhc Utility Holding Company Act; is that 
correct? 

A. My understanding comes from 30-something 
years in the regulatory business. 

Q. Does it come from participation in the 
PJM process in which the RAA was adopted? 

A. No. 
Q. Were you personally involved in the 

drafting ofthe provision ofthe RAA that describes 
the altematives for pricing capacity? 

A. No. 
Q. Are you famihar with the term "to go 

costs"? 
A. No. 
Q. Have you ever heard references to the 

term "to go costs" in terms ofthe PJM RPM pricing? 
A. No. 
Q. Are you familiar -with how PJM RPM pricing 

works? ' 
A. Pricing for what? 
Q. For capacity. 
A. In general, just as it's an auction. 
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Q. Okay. Are you familiar -with the market 
monitor fiinction that is part ofthe RPM auction 
process? 

A. No. 
Q. Do you know whether the flilly embedded 

costs that AEP Ohio seeks to use as the basis for its 
cost-based capacity pricing, whether those costs are 
equivalent to the generating unit costs that are used 
as the basis for PJM RPM auction pricing? 

MR. NOURSE: Could you read that back? 
(Record read.). 
MR. NOURSE: I object to saying "as the 

basis for." I'm not sure what that means. 
You can answer. 

A. I'm not familiar with the auction. I'm 
familiar with what we consider as cost based. 

Q. Do you know whether a PJM capacity 
auction, an RPM auction, whether all capacity clears 
in the auction? 

A. My understanding is that all does not. 
Q. Do you know how PJM determines what 

capacity clears? 
A. No. 
Q. Do you know whether 100 percent of AEP 
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Ohio's capacity, if it had been bid into the most 
recent RPM auction, whether it would have cleared? 

A. I guess nobody knows the answer to that 
question. It's too hypothetical. We didn't bid into 
the auction. We are an FRR. 

Q. If it had been bid into the auction, what 
would you need to know to determine whether it would 
clear? 

A. We would need to know how the auction 
worked, obviously. 

Q. Would it also depend on the relationship 
between the clearing price and AEP Ohio's costs? 

A. Again, I'm not familiar -with the auction 
process. 

Q. Does AEP Ohio currently recover 
100 percent of its capacity costs through its 
standard service offer rates charged to nonshopping 
customers? 

A. My opinion would be yes. 
Q. You don't know? 
A. Well, thafs a difficuU question to 

answer. It basically says if I was earning an 
adequate retum, which I believe we are, then I 
should be recovering all my costs. 
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Q. And does that mean you believe that AEP 
Ohio is fiilly recovering the fiill embedded costs of 
its generating units as described in Mr. Pearce's 
testimony? 

A. I believe we are recovering our fiill 
costs. 

„r;:33s?F«i*.̂ .v Do those costs include all-ef the costs 
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of legacy generatmg units? 
A. I'm not sure what the term "legacy 

generating units" mean." Do they recover the costs 
ofthe current generating units? 

Q. Do they include the flill cost recovery of 
all generating units that were operating prior to 
2001? 

MR. NOURSE: Objection. Areyouaskmg 
ifthey are still operating as well? Are you asking 
that? 

A. If they were operating in 2001 and 
they're still operating in 2011, then I would say 
we're recovering our costs. 

Q. Are those capacity costs offset by 
capacily sales? 

A. Well, you're using the term loosely. We 
don't sell, necessarily sell ~ I guess we do. I'm 
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sorry. Ask tiie question again. I'm sorry. 
Q. Are tiiose capacity costs offset by 

capacity sales? 
A. Yes. 
Q. Are they all offset by energy sales? 
A. To the extent that everything goes 

through the income statement, yes. 
Q. In determining the fiilly embedded costs 

being recovered from standard service offer 
customers, in determining whetiier AEP Ohio is earning 
a fair retum, as you mentioned earher, does that 
include not only determining what those fully 
embedded costs are, but also offsetting from those 
costs any capacity sales, energy sales, and ancillary 
services revenues tiiat are related to those units? 

A. If I understood your question, yes, it 
does. 

Q. Have CRES providers, in your opinion. 
received a subsidy for use of AEP's capacity since 
June 2007? 

A. Lef s clarify the question, if I may. 
because I believe we just started ~ my knowledge is 
witii the current ESP, SB 221 started January 1, 2009. 
So any sales after that date to a CRES provider has 
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been subsidized. 
Q. Did you have sales to CRES providers in 

2008 of capacity? 
A. I have no knowledge of that. 
Q. So you don't know one way or the other? 
A. I don't know one way or the other. 
Q;̂ :.5S!3î answci-fbr 2007? ,, • -"^^-
A. Correct. 
Q. The capacity costs that you referenced in 

your testimony, are you relying on AEP Ohio -witness 
Pearce for definition of what those capacity costs 
are? 

A. Yes. 
Q. The calculation you perform at the bottom 

of page 7, which starts with the financial impact of 
100 percent shopping, is that a calculation thaf s 
using Mr. Pearce's capacity costs? 

A. Correct. 
Q. Did you personally have any involvement 

in calculating those capacity costs? 
A. No. 
Q. Were you involved in determining the 

categories of costs that were included in that 
calculation? 
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A. No. But I did re-view the calculation. 
and it looked like it was correctly performed. 

Q. Were you mvolved in determining the 
appropriate revenue offsets that were included in the 
calculation? 

A. No. 
Q. Doyouknowif AEP Ohio, if Mr. Pearce, 

included an offset for off-system sales of energy? 
A. No. He took the annual production fixed 

costs. 
Q. Are you looking at one of Mr. Pearce's 

workpapers? 
A. No. I'm looking at my workpaper. 
Q. Which workpaper is that? 

MR. NOURSE: It was one ofthe two we 
gave you for his testimony. 

MR. LANG: Is it labeled? Is there a 
heading? 

MR. NOURSE: Probably not. 
MR. LANG: I'm just tiying to identify it 

for the record. 
MR. NOURSE: Is there a title? 
THE WITNESS: ft says RPM impact 

Analysis. 
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MR. LANG: It says RPM knpact Analysis, 
okay. 

Q. The calculation at the bottom of page 7, 
how was that calculation done? 

A. Again, back to the workpaper, ifs a 
fraction ofthe RPM rate divided by the final FRR 

-rate, times the annual productinrf^f^^^r^sstSf gives 
you what he calls as column A, the number in column 
A, and then that is added with both CSP and Ohio 
Power Company and subfracted from tiie annual 
production costs. 

Q. You started by saying a fraction of 
the ~ what was it? A fraction ofthe RPM rate? 

A. Right. Well, it's the RPM rate divided 
by the FRR rate for each ofthe companies. 

Q. Okay. And the RPM rate is the RPM rate 
that is in Mr. Pearce's testimony? 

A. Yes. 
Q. And tiie FRR rate is what Mr. Pearce 

calculates as the fiill cost rate? 
A. Correct. So the FRR rate is the capacity 

price that AEP Ohio has asked the Commission to 
approve as an increase from the current, what you 
would say interim, RPM price; is that correct? 

Page 24 

MR. NOURSE: Can I object? Just to 
clarify, are you asking about the position in the 
2929 docket on the Stipulation? 

MR. LANG: Outside ofthe Stipulation, 
the pending dockets. 

A. Right. These were the other two 
cost-based rates that were filed for. 

Q. And the calculation is the same for 
100 percent shoppmg and 50 percent shopping? 

A. Correct. 
Q. Under the ESP as proposed in the 

Stipulation, ifs fair to say these shopping levels 
will not exist during the period ofthe Stipulation, 
correct? 

A. That would be difficult but not 
impossible. 

Q. Is it your understanding that the pricing 
of capacity in the Stipulation -will limit shopping to 
the percentages of set-aside capacity pro-vided in the 
Stipulation? 

A. No. 
Q. Is it your opinion that the thought and 

theory ofthe Stipulation is that shopping will be 
consfrained to the discounted RPM price? 
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A. Thaf s what I said in the call, the call 
to tiie analysts, according to the transcript. 

Q. And when you made that statement on 
September 7, did you believe it to be hue? 

A. Yes. 
Q. Do you believe that statement to be tme 

'"Wday? ^ '• ' - ':::,::a!SS^!3iP'-

A. Yes. 
Q. You also said in that statement that 

basically we should see no more shopping than the 20 
percent, 30 percent, 40 percent levels that are 
included in the Stipulation. Do you remember making 
that statement? 

A. I don't recall that. 
Q. Do you beheve that that statement is 

tine, that you do not expect to see ~ tiiat you do 
not expect to see any more shopping ~ any shopping 
over and above the 20, 30, and 40 percent levels that 
are included in the Stipulation? 

A. Again, I think it's very possible, but 
would be somewhat difficult. The higher the price. 
the more difficult, obviously, for competitors, CRES 
providers to come in and supply our customers. 

Q. So just this particular statement, we 
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should see no more shopping than tiie 20 percent. 
30 percent, 40 percent levels that are included in 
the Stipulation, is that statement tme? 

A. That's a statement that has been applied 
to Brian Tiemey, and perhaps, you know, that's his 
hope, but it's modified by "we should." It doesn't 
say "we are not." It says "we should." 

Q. Right. So if s AEP's expectation that 
shopping would be limited to the percentages in the 
Stipulation, correct? 

A. That would be our hope, but as market 
prices, energy prices come down, which they are now 
because of gas pricing, there should be more 
shopping. 

Q. So if market prices ~ does AEP Ohio 
expect market prices to come down further over the 
next three years? 

A. I haven't forecasted market prices. I'm 
just basing that on what I see today in that gas 
prices were clearing below $4. 

Q. Do you expect there will be a larger 
spread between market pricing and the standard 
service offer pricing over the next three years? 

A. I don't have an opinion on that. 
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Q. Does AEP Ohio's FRR election prevent CRES 
priors from electing to provide capacity to new 
customers at tiie time they sign up for tiiose new 
customers? 

A. In order for a CRES provider to supply a 
customer witii the CRES capacity, they would have had 

, to have elected that at th»prior auctions. 
Q. So if a CRES provider today wants to sign 

up a new customer, when would that CRES provider have 
to have elected to supply capacity for that customer? 

A. Whenever tiie auction was for today, which 
would have been three years ago. 

Q. So would tiiat have been spring of 2008? 
A. That would have been in, right, spring of 

2008. 
Q. So a CRES provider ~ that would have 

been prior to the effective date of Senate Bill 221, 
correct? 

A. Thaf s my understanding. 
Q. Is there any -way for a CRES provider 

signing up a customer today that did not make that 
election back in the spring of 2008 to provide 
capacity to a customer? 

A. I don't know the answer to that question. 

Page 2 8 

I suspect that we could all go to the FERC, change 
the contract, change the tariffs, if PJM would allow 
that. Anything could be changed. 

Q. I'm asking under existing tariffs. 
A. My understanding is no. 
Q. Under existing tariffs, does AEP Ohio 

have the option of allo-wmg the CRES provider to 
supply its o-wn capacity even if it has not given the 
three-year notice? 

A. I don't know the answer to that question. 
Q. A sHghtly different question. Do you 

know whether AEP Ohio would allow a CRES provider to 
self-supply for a new customer today even if it had 
not given the three-year notice? 

MR. NOURSE: Objection. Are you asking 
if it were permissible what would AEP's decision be? 

MR. LANG: I'm asking if AEP Ohio would 
permit it today. That assumes that ifs not barred 
by existing tariffs. 

A. My recoimiiendation would be no. 
Q. The $255 per megawatt-day figure in the 

Stipulation for capacity pricing, is that number 
based on cost? 

A. That number is based on somewhat of an r 
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arbifrary figure. Probably ~ I can't speak for the 
other negotiators, but for us it was fairly close to 
a net cost number. 

Q. And by "net cost," what do you mean? 
A. Taking the numbers that Kelly has and 

netting them against the margin for the sale of 
\ \ W ^ ^ Q f ^ , - - ' - . •- :, - vr-s^' , - - , - . 
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Q. So that calculation to get to that net 
number, how was that calculation done? 

A. I wouldn't describe it as a calculation. 
Ifs much more of an arbifrary negotiated number. 

Q. Well, you referred to a — perhaps it 
wasn't a calculation, an estimate that got you to 
that net number. What were the elements ofthe net? 

MR. NOURSE; I object. If you're getting 
into settlement and what different parties considered 
to judge the number thafs in the settlement, thafs 
not relevant or admissible. 

MR. LANG: I'm asking how AEP calculated 
the number, and he said that AEP calculated ~ used 
some approach to calculate that number. 

MR. NOURSE: I disagree. He said it was 
close to that kind of number. 

Q. Okay. So how do you calculate the number 
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it is close to? 
A. Take your costs and assume you are 

selling some energy and you look at the margin and 
come up with a range of numbers and then you 
negotiate numbers. Sometimes you win. Sometimes you 
lose. 

Q. So tiiat net number, you're starting witii 
a cost number and then your offsetting would be your 
full capacity and energy sales? 

A. No. 
Q. What would it be? 
A. Just some margin from selling energy on 

the market. 
Q. Is it an estimate of all tiie energy that 

you're selling from those particular generating 
units? 

A. No. 
Q. What is it? 
A. Ifs one megawatt sold into the market. 
Q. What do you mean by one megawatt sold 

into market? 
A. You are selling capacity at a certain 

price. There is energy sold into the market, the PJM 
market. You have to decide what the margin is and 
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net that margin against the capacity number. 
Q. The Stipulation, am I correct in 

describing the Stipulation as including a state 
compensation mechanism after May 31,2015 that is 
based on the RPM market price? 

A. Thafs not my understanding. 
Q. What is yr̂ ;:f5f»isigjstanding of what the 

Stipulation provides -with regard to the pricing of 
capacity after May 31, 2015? 

A. That AEP Ohio generation would be bid 
into the RPM market. 

Q. Okay. So in that case will there be no 
further sales of capacity from AEP to CRES providers? 

A. I can't say that that wouldn't happen. 
There is always an opportunity for a bilateral 
contract to another utility or another wholesale 
provider. 

Q. A bilateral contract, would that be with 
the new AEP generation company to which the 
generating assets are contemplated to be transferred? 

A. I would think so. 
Q. Does the Stipulation prevent AEP Ohio 

from making another FRR election in the future? 
A. I don't believe it does preclude us from 
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doing that. 
Q. Do you believe that the PJM RPM provides 

a ttansparent capacity price? 
A. I beheve it's fransparent I'm not sure 

I beheve ifs a capacity price. 
Q. Well, do you believe that RPM produces a 

market-based capacity price? 
A. No. 
Q. Why not? 
A. Because nobody would build on it. Ifs 

just an arbitrary event that people are using to 
their advantage. 

Q. Is it your position that since the 
formation ofthe PJM capacity market that no new 
generation has been built into PJM? 

A. I have no knowledge of the entire PJM 
market. 

Q. Do you have knowledge of any generation 
being buih into PJM since 2007? 

A. My knowledge is that there has been 
issues in New Jersey and Maryland where the states 
are concemed about the RPM pricing and has tiied to 
set up mles to get around those pricing problems. 
very similar but in an opposite direction of what we 
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see as a problem with the market, the RPM markets. 
Q. The question I asked you is whether you 

have any knowledge of new generation being built in 
PJM region smce 2007. 

A. Obviously, we built the Dresden plant. 
but the Dresden plant is a regulated plant. Thafs 
basically the limit of my knowIt.^^^^Bis»- -

Q. So you're not aware of any other new 
generation being built in the PJM region other than 
Dresden since 2007? 

A. I'm not aware of any generation built in 
PJM West as an unregulated generator in the last 
couple of years. 

Q. By using that qualifier, does that mean 
you're aware of new generation in PJM East? 

A. No, I'm not aware of PJM East at all. 
Q. What was the basis for PJM approving 

AEP's FRR plan? 
A. Well, I think part of the basis was that 

the staff and the Commission applauded PJM for 
allowing that to happen. 

Q. Thafs part ofthe basis; there was input 
from parties. But what was the basis for PJM 
appro-ving the FRR plan? 

Page 34 

A. Well, obviously, they agreed with our 
arguments that we had enough capacity to serve our 
load on a cost-based method, and they felt 
comfortable -with that. 

Q. Is an FRR plan beneficial to retail 
customers of AEP Ohio? 

A. Absolutely. 
Q. How is that the case? 
A. Because it pro-vides long-term certainty 

in a very uncertain market. Just look at the RPM 
prices and how they've swung. 

Q. So that over the time period that there 
has been an RPM price, the long-term certainty that 
you describe would establish a cost-based price that 
is higher than any RPM price, correct? 

MR. NOURSE: Objection. For what time 
period are you talking about? 

Q. For the entire time period there has been 
an RPM price. 

A. Well, yes and no because the capacity 
prices have been — embedded costs are higher than 
the RPM price, but the energy values are the 
opposite, so I'm not sure if a customer is better off 
at market. 
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Q. In terms of providing stability of 
capacity pricing, ifs fair to say that if AEP Ohio 
had priced its capacity based on full embedded costs. 
that capacity price would be hi^er than the RPM 
price for all years that RPM has been in existence. 
correct? 

A. Qnee again, our embedded costs of 
capacity are higher than RPM price, the variable 
costs of energy. 

Q. Thafs not the question. 
A. Again, I can't say. I can only go back 

to 2009. Thafs all I can recall, and tiie energy 
prices have been much higher than our variable costs. 

Q. Do you know how much of the AEP Ohio load 
falls under the grandfathered existing shopping in 
the Stipulation? 

A. No, I do not. I think ~ I will tell you 
all I remember is - recall is there was about a 
7 percent number that was on the staff website, but I 
don't know. 

Q. What does the PJM tariff require of 
o-wners that are shutting do-wn generation units? 

A. The only requirement that I'm aware of is 
that we have to notify ~ ask permission from PJM to 
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retire a unit, as well as the market monitor. 
Q. If retiring a unit would harm 

reliability, are you aware of what remedies PJM would 
have? 

A. I'm familiar only in general with tiie 
"must mn" unit status. I am probably more famihar 
with the Texas mles tiian the PJM mles at this 
point. 

Q. Are you familiar with the PJM mles. 
particularly the PJM remedies, related to retiring 
units that could impact reliability? 

A. No. 
Q. Under the pool agreements are off-system 

sales margins allocated based on member load ratio? 
A. Yes. 
Q. Why is that? 
A. Because tiiat's what the pool agreement 

says. 
Q. Do you know why it's set up that way? Do 

you know why the pool agreement was designed that 
way? 

A. The pool agreement was -written in 1950, 
and despite claims that I was around at that time. 
thafs not tme. 

*f"Jjtp-> 
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Q. On this one I'm actually not expecting 
you to have firsthand knowledge. 

A. Okay. 
Q. I'm wondering if you have secondhand 

knowledge ofthat. 
A. Well, the MLR under the Holding Company 

Actr there -were a m\mbcif3f^llocs.tats, and one could 
just reach in and grab one ofthe allocators that 
were approved by the SEC, and the writers ofthe 
documents chose the MLR. That's probably a fair 
allocator. 

Q. Do you know whether the bulk ofthe sales 
are on-peak or off-peak? 

A. That I do not know. 
Q. Are there also off-system energy 

purchases that are made through the pool? 
A. There are purchases made through the 

pool. It is not a common event. 
Q. Do you know whether those are typically 

on-peak or off-peak? 
A. No, I do not. 
Q. Do you know whether sales and purchases 

are netted before allocating to the member load 
ratio? 
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A. Yes. It's really the margin that is 
allocated on an MLR basis. 

Q. What is the Interim Allowance Agreement? 
A. The Interim Allowance Agreement was set 

up after AEP Ohio built the Gavin scmbber, and under 
the former Clean Air Acts, there were bonus 
allowances, and then there were allowances associated 
with that scmbber itself 

So the other companies that are members 
of the pool thought it would be fair to allocate 
S02 allowances from the Gavin scmbber because that 
was the only scmbber on the East system at the time. 
And the pool mechanism is very proscriptive in its 
accounting and didn't allow for those allowances to 
get through, so people were paying for the scmbber 
but weren't getting the benefit ofthe scmbber. 
Thafs basically what it does. 

Q. So those allowances, those are emissions 
allowances? 

A. Correct. Those are S02 allowances. 
Q. Under the existing Interim Allowance 

Agreement, is that agreement solely focused on the 
allocation of the emission allowances from Gavin? 

A. No. My understanding is that now that 
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there are other scmbbers, ob-viously, and other 
allowances that were given or received, it allocates 
those allowances amongst the companies. 

Q. And which operating company owns Gavin? 
A. Ohio Power Company. 
Q. And is it Ohio Power Company that is 

entit1f!3itei*.e emission allowances? ,. r!'.s— 
A. The allowances themselves go to the unit. 

so yes, as an owner they're ~ 
Q. So they go to the owner of tiie unit? 
A. Right. 
Q. Is Ohio Power the 100 percent o-wner of 

the unit? 
A. Yes. 
Q. And then through the Interim Allowance 

Agreement, other members ofthe pool have a right to 
receive a portion of those allowances. Is that how 
it works? 

A. That's my understanding. 
Q. Is one aspect of pool tennination thafs 

contemplated in the Stipulation, is one aspect of 
that dealing with the Interim Allowance Agreement? 

A. Yes. 
Q. Will the Interim Allowance Agreement have 
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to be ~ will the allocation of tiiose allowances have 
to be renegotiated with the other pool members? 

A. To tiie extent tiiat there is value tiiere. 
yes, it would have to be, but my understanding is 
tiiat those vintage allowances are of a minor value. 

Q. Do you know generally what "minor" means? 
A. No, sorry. 
Q. Are there any pool members, other than 

Coliunbus Southern and Ohio Power, that have expressed 
an interest in changing the allocation percentages 
that are currently in the Interim Allowance 
Agreement? 

A. No. The Interim Allowance Agreement has 
not been the confroversial part ofthe 
interconnection agreements. 

Q. That compels me to ask what happened to 
the confroversial parts? 

A. Well, some ofthe questions that have 
been asked by the member states; Why is there a 
short position in some ofthe states and others have 
long positions? How did that occur? What happens if 
Ohio was to mandate customer choice? How does that 
affect the pool? 

Q. Anything else? 
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A. Those, in general, are the issues that 
have arisen. 

Q. The standard service offer generation 
rates that are in the Stipulation, are those standard 
service offer rates both cost ~ are both the energy 
and capacity components of those rates cost-based? 

MR. NOUR.^s^x*jeet.- It goes beyond 
the scope of his testimony. 

You can answer it. 
Q. If you know. 
A. I don't know. I mean, to the extent we 

have a fiiel clause and we're passing through our 
actual costs, then I would say they're cost-based. 

Q. Yes. I'm asking about the base 
generation rate, so the nonfiiel portion. Are you 
famihar that the 2012 rate that is the base 
generation rate agreed to in Stipulation is 
.0245 kilowatt-hours? 

A. I have to check the number. .0254. 
Q. Do you know what portion of that rate 

thafs in the Stipulation is capacity and what 
portion is energy? 

MR. LANG: Again, objection, the scope of 
his testimony. 
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You can answer if you know. 
A. Ifs an annual automatic increase of a 

bypassable base generation rate. Thafs all it is. 
Q. So in your understanding it's the rate 

that is established in the Stipulation. It doesn't 
have an underlying cost basis, like an underlying 
capacity cost number. 

A. My understanding is Ohio is no longer a 
cost-of-service state. 

Q. In the Stipulation there's a relationship 
between corporate separation and pool termination and 
the auction schedule for 2015. Can you explain for 
me what your understanding is of how the auction is 
contingent on corporate separation to the extent that 
it is? 

MR NOURSE: Can I just clarify? When 
you say the auction for 2015, you are talking about 
the delivery period ofthe auction? 

MR. LANG; Correct. Correct. 
Q. So it would really be the auction for 

delivery of energy starting June 1, 2015. 
A. Thafs a pretty -wide open question, but 

I'll try to narrow it a little bit. It is my opinion 
that the pool does not allow AEP Ohio to auction off 
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its retail load. 
Q. The Stipulation, page 16 and 17 of tiie 

Stipulation, it provides for an auction process. 
Ifs referred to as the 2015/2016 auction plan. If 
corporate separation is not achieved prior to these 
auction dates, -will the auctions still go forward? 

.7,,«,,»-, A.-Yes. My understanding is that if ,,ti^^^s?i3es^| 
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corporate separation is not completed, tiiat there 
would be some auctions, limited auctions. 

Q. If corporate separation is not completed 
by January 1, 2015, would there still be ~ would AEP 
Ohio still hold the auctions to obtain 100 percent of 
the standard service offer supply starting June 1, 
2015? 

A. Well, I can read the document, you know. 
"If completion of full legal corporate separation and 
dissolution or amendment of the Pool is not completed 
prior to the second scheduled auction (i.e., before 
September of 2014), the Signatory Parties recommend 
that the Commission will automatically open an 
inquiry in tiiis docket as to whether AEP Ohio has 
diligently pursued fulfillment of milestones." 

Later on it says, "Ifthe Conunission 
finds AEP failed to fiilfill its obligation," not 
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completed ~ the separation is not completed prior to 
the second auction, December 1, "AEP Ohio will 
nevertheless conduct a second auction for the next 20 
franches ofthe 2015-2016 auction in December 2014." 
I believe that answers your question. 

Q. So the answer is that the auctions would 
go forward. 

A. Correct. 
Q. There's a reference at the end of that 

sentence you were reading to the - actually to the 
then remaining 60 franches in April of 2015. Would 
that auction also go forward if corporate separation 
had not been achieved by December 2014? 

MR. NOURSE; Can I clarify? Are you 
asking if it hasn't achieved because of no FERC 
decision or FERC has denied? 

MR. LANG: That's a good clarification. 
Q. The assumption is there are still 

proceedings pending at FERC, so FERC has taken no 
action. 

A. The Commission reviews the diligence of 
AEP Ohio. Ifthe Commission opens up an 
investigation and finding, then I guess conditions 
could change. 
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1 Q. But as provided in the Stipulation, the 
2 Stipulation pro-vides for AEP Ohio to initiate two 
3 proceedings at FERC related to corporate separation 
4 and pool tennination conect? 
5 A. Correct. 
6 Q. And the plan as laid out in the 
7 Stipulation iMhat thoSe proceedings would be 
8 completed around Febmary 2013, correct? 
9 A. Conect. 

10 Q. If those proceedings are not concluded 
11 during that time frame, ifthey drag on into 2015, 
12 under the Stipulation the competitive bidding 
13 auctions still go forward, conect? 
14 A. I would say depending again on what the 
15 PUCO or FERC would mle. 
16 Q. Well, you said depending on what tiie FERC 
17 would mle. In my hypothetical we're assuming there 
18 is no FERC determination for corporate separation or 
19 pool termination by 2015. The language in tiie 
2 0 Stipulation is while you're waiting for that 
21 determination, AEP -will hold the auctions, conect? 
2 2 MR. NOURSE; I object I object Again, 
2 3 you're mixing two different time periods. I thought 
2 4 your hypothetical related to January 2015, which is 
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1 not addressed by the Stipulation. So I think thafs 
2 -what he said. 
3 Q. Can you answer my question? 
4 A. I don't think, as he said, the 
5 Stipulation doesn't address tiiat after 2015. 
6 Q. Up to what date does tiie Stipulation 
7 address? 
8 A. It says the pool ~ if corporate 
9 separation or termination or amendment ofthe pool is 

10 not conpleted prior to scheduled first auction of 
11 December 1,2013, AEP Ohio will conduct their auction 
12 for tiie first 20 franches December 2013. 
13 Q. If there is no decision from FERC, the 
14 first auction of tiie first 20 franches would be 
15 conducted December of 2013; is that right? 
16 A. Thafs my understanding. 
17 Q. And tiien if there's still no decision 
18 from FERC, the second auction for tiie next 20 
19 franches would be conducted in December 2014. 
2 0 A. I don't know where you're seeing that. 
21 Q. The very end of the provision, three 
2 2 lines above paragraph U. 
2 3 A. Whafs the question again? Right. 
2 4 Thafs right 
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1 Q. The Stipulation refers to an auction of 
2 tiie remaining 60 franches in April of 2015. Is it 
3 your understanding that tiiat auction would go forward 
4 if there is still no determination from FERC? 
5 A. And if the Ohio Conunission found that AEP 
6 Ohio failed to fulfill its obhgation. 

•j^^^?f^s^:% -I'mlooking at tiie language thafr-says -^ " ^ 
8 to your reference, if the Commission fmds that AEP 
9 Ohio failed to fiilfill its obligation under tiiis 

10 paragraph, or if for any reason whatsoever, full 
11 legal corporate separation or dissolution or 
12 amendment of tiie Pool is not conpleted prior to 
13 December 1,2014, tiien you have tiie second auction on 
14 December 2014 and tiie third auction ~ 
15 A. In April 2015. 
16 Q. -inApril2015. 
17 A. Conect. 
18 Q. If s possible tiiat tiie Public Utilities 
19 Commission and FERC would approve corporate 
2 0 separation expeditiously, say over the next year and 
21 a half, but that the pool termination proceeding 
2 2 could extend longer? 
2 3 A. I don't want to claim a legal conclusion 
2 4 here, but the last time we applied to FERC for legal 
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1 separation and for pool termination, they 
2 consolidated the cases, and I think tiiat would be not 
3 only somewhat what FERC would want, but many of tiie 
4 parties would want. 
5 Q. Okay. 
6 A. So in my mind, one comes with the other. 
7 Q. Thank you for tiiat My question probably 
8 wasn't very exact Your expectation based on prior 
9 experiences that those two proceedings would probably 

10 be put on the same frack. 
11 A. Conect. 
12 Q. AEP Ohio requires approval of the Pubhc 
13 Utilities Conunission of Ohio to fransfer its 
14 generating assets as part of corporate separation, 
15 correct? 
16 A. Conect. 
17 Q. As part ofthe Stipulation, as 
18 supplemented by your testimony, including your 
19 supplemental testimony from yesterday, is AEP asking 
2 0 the Commission to approve the sale of AEP Ohio's 
21 existing generating assets through this Stipulation? 
2 2 Let me ask tiiat 
2 3 A. Well, my understanding, ifs asking the 
2 4 PUCO to fransfer ~ approval to fransfer the assets 
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and that there would be a separate, more detailed 
filing with the PUCO. So approve the fransfer. 
corporate separation under this agreement, would get 
the other filing, and tiie Stipulation. 

Q. So the legal requirement the Commission 
approve fransfer of generating assets, ifthe 
Commis^Si?appR)ves this Stipulation, then the --j-w-"* 
Commission -will be providing that approval of 
fransferring generation assets tiiaf s required by 
Ohio law. Is that what AEP is asking them to do as 
part of approving the Stipulation? 

A. I'm sorry, could you ask that again? 
Q. Let me say it again. I'm trying to 

understand to the extent ~ because there is that 
legal requirement that the Commission has to approve 
the fransfer, by approving the Stipulation, does that 
satisfy that legal requirement, or is that next 
proceeding that you reference where the Commission is 
going to issue tiiat approval? 

MR. NOURSE: You know, if you're asking 
him if something satisfies tiie legal requirement, he 
can give his understanding but ifs not giving a 
legal conclusion. 

MR. LANG; I'm asking what AEP Ohio is 
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asking the Commission to do. 
A. Once again, I'll read from the testimony. 

That separate comphance application, the second 
application, would be initiated prior to the decision 
to adopt the Stipulation and would either be resolved 
coincident with the adoption of Stipulation, shortly 
thereafter, providing that the subsequent approval of 
stmctural corporate separation is included in the 
decision adopting the situation. 

Q. So is the answer ifs based on what you 
filed? Ifs not clear. 

A. Ifs clear to me. 
Q. So how is it clear? Will the Commission 

approve - will the Commission in this case, assuming 
the Commission approves the Stipulation, approve the 
fransfer of generating assets? 

A. I believe that, you know, the language is 
the language. Provided substantive approval of 
stmctural corporate separation, which includes the 
transfer of assets, is included in the decision 
adopting the Stipulation. So that the intent here is 
to say the Stipulation approves the corporate 
separation fransfer of assets, details to follow in 
the other apphcation. 

1 

2 

3 
4 

5 

6 
' ~ / " 

8 

9 

10 

1 1 
12 

13 
14 

15 

16 

17 
18 

19 

20 
2 1 

22 

23 
24 

1 

2 
3 
4 

5 
6 
7 
8 

9 

10 
1 1 
12 

13 
14 

15 
16 
17 
18 

19 
20 
2 1 
22 

2 3 
24 

Page 51 

Q. Okay. There's a reference in your 
testimony filed yesterday to an AEP Genco. I know 
there's an existing entity called AEP Generating 
Company. Are these two different anunals? 

A. Yes. At this time tiie phrase AEP 
Generating Affihate and AEP Genco is just a generic 

' name-. , -•••t^fttf^^y'ss:^^''-^- •.•;; '-
Q. Is it contenplated there would be any 

relationship between the new AEP Genco and tiie AEP 
Generating Conpany? 

A. We haven't made any decisions about that. 
Q. In Mr. Allen's testimony, you reference 

in your testimony, he has an exhibit that lists the 
generating units that are owned by Columbus Southem 
and Ohio Power. Ifs Exhibit WAA-1. Are all of tiie 
units listed on this page the units that are going to 
be fransfened to AEP Genco as part of corporate 
separation? 

A. Subject to check, it looks like thafs 
the intent of this exhibit. 

Q. There's a footnote for Darby and 
Lawrenceburg. It says those were acquired by AEP 
Generating Co. Do you know whether those are 
cunently owned by AEP Generating Co. or whether they 
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are owned by Columbus Soutiiem? 
A. They're owned by AEP Generating Conpany. 

There is a confract for capacity and energy to 
Columbus Southem. 

MR. NOURSE; Just for tiie record, AEP 
Generating Conpany is different from AEP Genco we 
refened to a few minutes ago. 

MR. LANG: Right 
Q. With Darby and Lawrenceburg being o-wned 

by AEP Generating Conpany, would they not be part of 
the corporate separation? 

A. Well, the confract is from AEP Generating 
Conpany to CSP. That confract would be fransfened 
to tiie new entity. 

Q. Okay. So the confract is fransfened. 
not the plants themselves. 

A. Conect. 
Q. Is the confract solely -with Columbus 

Soutiiem, or is it -with all pool members? 
A. Well, the confract is -with Columbus 

Southem. 
Q. Do you know whether there are AEP Ohio 

generating units tiiat would be fransfened as part of 
the corporate separation that are not listed on 
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Exhibit WAA-1? 
A. If I understood your question, these are 

the existing generating units. You're asking if 
there are others? 

Q. Is there anything else that might be 
fransfened thafs not on this page, any generating 

v'tmitS? ' ^ - - - -,,_ ..«^g^::wj.-^. 

A. No, not that I'm aware of 
Q. The generating units that are shown as 

being owned by Columbus Southem, the first part, are 
any of those generating units partially owned by any 
other pool member? 

A. No. 
Q. Same question for the Ohio Power units 

listed below. 
A. Yes. 
Q. Which ones? 
A. Amos 3 is a joint-owned unit between 

Appalachian Power Company and Ohio Power Company. I 
believe thafs it. 

Q. Is the corporate separation plan now 
fixed that all of these generating units will be 
fransfened to the new AEP Genco, or could one or 
more of these units be fransfened some other place. 
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for example, to another member ofthe AEP pool? 
A. Those decisions have not been finalized. 

and there are a number of possibilities that could 
occur. 

Q. Okay. So what you filed yesterday saying 
that all generating units would be fransfened to AEP 
Genco, is it fair to say tiiaf s the plan but the plan 
could change? 

A. What I'm saying, I would think that 
thafs the plan in the first step. Obviously, the 
first step is to remove the generation from what you 
would call an EDU. 

Q. And to remove the generation from the 
EDU, we discussed about requiring approval from the 
Public Utilities Commission of Ohio. Are there other 
regulatory entities that you also require preapproval 
from to accomplish that? 

A. My understanding is that you need FERC 
approval to fransfer the assets, and tiien because the 
two cases are combined, corporate separation and the 
Interconnection Agreement, then, obviously, the other 
states and stakeholders would also be involved. 

Q. Do you require approval from any other 
state or federal agency or commission other than FERC 
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and the Public Utilities Commission of Ohio to 
fransfer these assets? 

MR. NOURSE: Again, he can give his lay 
opinion. This is not going to be a legal opinion. 

THE WITNESS; You took my license away. 
A. My understanding, and I'm not an 

attorney, the FERC-aiickhr PUCO would approve the 
transfer ofthe assets. The fact that the two cases 
again are combined, we're going to need approval of 
the other member states to effect the pool change. 

Q. Okay. Before we talk about that. 
generally I wanted to ask you, you refened to the 
Amos plant as being partly o-wned by Appalachian 
Power. 

A. Conect. 
Q. Does Appalachian Power have to obtain 

approval from its state coimiiission for Amos to be 
fransfened to the AEP Genco? 

MR. NOURSE; Same objection. 
If you know. 

Q. If you know. 
A. Again, my lay opinion we wouldn't have to 

have that approval for the fransfer, but certainly 
because it affects the pool, there's where we would 
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need some approval. 
Q. Have you been involved in planning 

sessions where AEP Ohio as started to plan the filing 
its needs to make for corporate separation and pool 
termination? 

A. Yes. 
Q. And as part of those sessions, filings 

only with the Pubhc Utilities Commission and FERC 
been discussed; is that conect? 

MR. NOURSE: Again, I have to object. 
You know, with regard to private meetings, directed 
by attomeys and figuring out what filings are 
required, I would object and stay away from that. 

If he knows the answer, he's pro-viding 
the answer to his best knowledge today as he sits 
here. 

A. I would say right now that the meetings 
have been so preliminary that I can't be very 
specific to any detail. 

Q. Okay. Thafs fair. Under the existing 
pool agreement, do any ofthe pool members ~ there's 
five pool members, is that conect, in AEP's pool? 

A. There are five pool members cunently in 
the AEP pool. 
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Q. There's Columbus Southem. There's Ohio 
Power. There's Appalachian Power. That's conect so 
far? 

A. Yes. 
Q. And then tiie two remaining are Kentucky 

Power? 
;.-=fltea^r-s^..,Thafs one of tiiem. ; - -f*!̂ -̂ ,. -.-
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Q. And Indiana Michigan Power? 
A. Conect. 
Q. Got all five. Does Appalachian Power, 

Kentucky Power, or Indiana Michigan Power under the 
pool agreement have a right to purchase any ofthe 
AEP Ohio generating units? 

A. Not specifically stated in the pool. 
Q. Do you know whether if any of those three 

members of the pool have asserted a right to purchase 
the AEP Ohio generating units? 

A. No, I'm not aware of that. 
Q. Is it your understanding that the Tuming 

Point solar project will only go forward, be 
developed, ifthe Public Utilities Commission of Ohio 
approves a nonbypassable charge for cost recovery? 

MR. NOURSE; Object to the scope of his 
testimony. 
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MR. LANG; Ifs part ofthe corporate 
separation testimony. 

A. Yes. 
Q. Part of tiie Tuming Point project is that 

AEP Ohio -will make a $20 million equity investment in 
tiiat development. Is that your understanding? 

A. I have no specific knowledge of tiiat 
confract. 

Q. Do you have any specific knowledge with 
regard to AEP Ohio's commitinent to make a $20 million 
investment in the Tuming Point project or a similar 
project? 

A. I have no specific knowledge of the 
Tuming Point confract. 

Q. Well, do you have any understanding, any 
knowledge, ofwhether tiie Pubhc Utilities Commission 
of Ohio has requfred AEP Ohio to make a $20 milhon 
equity investment in Tuming Point or a similar 
project? 

MR. NOURSE: Again, I object to this. 
ft's beyond the scope of his testimony. 

If you know the answer. 
A. I have not followed tiiat process. 
Q. Okay. Thefransfer of AEPOhio 
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generating assets, you provide in your supplemental 
testimony that thafs ~ the intention would be that : 
they would be fransfened at net book value; is that 
conect? 

A. Conect. 
Q. And you also request a waiver of a mle. 

4901: 1-37-09 (C)#^-.^o you know what the purpose - ; 
is ofthat waiver? I 

A. I was advised by counsel to put that in 
because there's some language around market value 
versus book value in the statute. Thafs the limit 
of my knowledge. 

Q. Okay. Is the net book at which the 
plants would be fransfened the same kind of net book 
that is described in Mr. Pearce's testimony as the 
total rate base ofthe generating units? 

A. No. What I'm speaking of is the 
accounting books, and tiie net book meaning the gross 
plants minus depreciated value plus all ofthe 
materials, supplies, coal inventories, things like 
that. 

Q. Do you have any understanding how this 
net book value compares to the market value of 
plants? 
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A. No. 
Q. Do you know whether the net book value ' 

exceeds the market value of the plants? 
A. No, I do not. 
Q. If the net book value does exceed the 

market value, would AEP Ohio be recovering sfranded , 
costs of those plants? : 

MR NOURSE: Would you read the question 
again? 

(Record read.) 
A. I don't understand how they could, but 

I'm sure you'll ask more questions about it. ! 
Q. No; just wanted to see if you had an 

answer. After the full corporate separation tiiafs i 
contemplated in the Stipulation, what will AEP i 
Ohio ~ well, after tiie fiill corporate separation, | 
would AEP Ohio be the remaining electric distiibution j 
utility? \ 

A. We haven't made that decision. ] 
Q. Well, what would AEP Ohio look like after 

full corporate separation? 
A. We haven't made tiiat decision. I'm not } 

sure. I can't answer that question. ; 
Q. What are tiie decisions that need to be 
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made in the FERC proceeding involving corporate 
separation in order to get to the end of the 
proceeding where you have approval of corporate 
separation? 

A. I'm sorry, I didn't hear the question in 
there. 

Q. What has to be done in:;^«#'fiiR.£^ -- : -
proceeding to get to the end point, which is approval 
of corporate separation? 

A. Well, obviously, thafs a pretty lengthy 
process, and my understanding is ~ and, again, ifs 
very limited at this point in time because we're 
still looking at that ~ we would obviously come up 
with a stmcture, a corporate stmcture, request 
specific assets to be fransfened, explain how the 
new company, new companies, would be financed, and 
then provide - then that would be ~ my 
understanding it would be a 203 filing, a 205 filing 
sunounding the rates and tariffs that may or may not 
change, and that would be more sunounding the pool 
effects of what we do in connection with that. 

Q. Is one of the issues that has to be 
decided in those proceedings ifthe entity or 
entities to which each of the generating units is 
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1 Q. Isn't that right? 
2 A. Thafs a possibility. I'm not aware of 
3 any. 
4 Q. The various stakeholders that participate 
5 in the FERC proceeding, is it fair to say they will 
6 have an input on how and where those generating units 
7 are fransfe»T«i? -• "-
8 A. Yes. 
9 Q. Can you give me a general description of 

10 the different types or categories of stakeholders you 
11 anticipate participating in this process? 
12 A. Well, we will obviously invite the states 
13 to participate, the states that are affected by the 
14 pool change, and we will also engage our wholesale 
15 customers to ensure there's no transfer of costs 
16 there, that they're not being disadvantaged by all of 
17 this, and then FERC normally allows intervention by 
18 other stakeholders, such as yourselves. 
19 Q. You mentioned first the states. Which 
2 0 states are going to have an interest? I'm sure Ohio 
21 -will. What other states would you expect? 
2 2 A. Again, you conectly named all of the 
2 3 companies. They follow the states, Virginia, West 
24 Virginia, Kentucky, Indiana, Michigan. 

*̂ *̂S:r»;-> 
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1 fransfened? 
2 A. I would assume, yes. 
3 Q. And as I think we mentioned earlier, one 
4 ofthe options is that one or more ofthe units could 
5 be fransfened to one ofthe other AEP East member 
6 companies. 
7 A. That is an option. 
8 Q. Is one ofthe options that one or more of 
9 the generating units can be fransfened to an entity 

10 that is an entity outside ofthe AEP corporate 
11 framework? 
12 A. Thafs an option. I don't know if ifs 
13 being considered -
14 Q. Okay. Is that still ~ thafs somethuig 
15 that still has to be addressed in the FERC 
16 proceeding? 
17 MR. NOURSE: - I 'm sorry. To be clear, 
18 are you asking whether - earlier he referenced step 
19 one. I don't know if you are asking what are the 
2 0 outcomes for the end game, if you will? 
21 MR. LANG: I think he referenced step one 
2 2 fransfer to AEP Genco, but I'm exploring if step one 
2 3 has more possibilities than simply a fransfer to AEP 
2 4 Genco. 
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1 Q. Are you familiar with the PJM 
2 Transmission Owners Advisory Committee? 
3 A. I'm familiar that there is a committee. 
4 Q. Would you anticipate that that committee 
5 would be one ofthe stakeholders in this process? 
6 A. No, I would not. 
7 Q. Are tiiere ancillary services confracts, 
8 such as fiiel confracts, coal supply contracts, 
9 natural gas confracts that are with ~ well, let me 

10 just ask that Are there those types of contracts 
11 that are going to have to be deah with to some 
12 extent or anotiier a part ofthe FERC proceeding? 
13 A. I would think that they would be 
14 recognized in the proceeding as part ofthe fransfer. 
15 Q. The coal confracts, natural gas supply 
16 contracts, are they typically with AEP East or -with a 
17 member or a specific unit; do you know? 
18 A. They are with a specific company, 
19 operating companies. 
2 0 Q. So for the units o-wned by Ohio Power, for 
21 example, would all of Ohio Power's ancillary ~ would 
2 2 all the ancillary agreements related to an Ohio Power 
2 3 unit be with Ohio Power? 
24 A. I would think so. 
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Q. Is the same tme of transportation 
confracts? 

A. That I don't know. 
Q. You talked earlier about the ancillary 

agreement dealing with emission credits. Does that 
agreement cover all ofthe emission credits that are 

- generated by the AEP^ants? • • 
A. All of the S02, at this time all of tiie 

S02 allowances. 
Q. There are other non-S02 allowances. Are 

those also allocated to the pool members? 
A. No. Those are specific to the operating 

companies, like the NOx allowance. 
Q. With corporate separation do you 

anticipate that any of the non-AEP Ohio pool members 
will have a claim to tiiose emission allowances? 

A. That is yet to be seen. 
Q. So at this point you don't know one way 

or the other? 
A. Conect. 
Q. Is termination of the pool agreement a 

necessary condition for AEP Ohio to achieve full 
corporate separation? 

MR. NOURSE: Can I have the question 
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again? 
(Record read.) 
MR. NOURSE: A running objection on legal 

opinions, but he can address his understanding. 
Q. It is always to the extent you know. 
A. When you say "termination," we use the 

term termination or modification. 
Q. To be clear, I wanted it to be specific 

I'm just asking about termination. 
A. Well, under the provisions ofthe pool. 

there is one provision that allows for a three-year 
termination. We have exercised that right because we 
believe a termination or modification is necessary. 
The Stipulation, in my mind or in my opinion. 
requires AEP Ohio to be out ofthe pool. That 
doesn't necessarily mean the pool is terminated. 

Q. Okay. What provision ofthe pool 
agreement requires AEP Ohio to be out ofthe pool? 

A. Well, in this first instance there's a 
number of them. In the first instance would be the 
MLR. You mentioned in the MLR is the retail load. 
Ifi auctioned off my retail load, AEP has no MLR, 
So in your example how could I have allocated 
off-system sales to AEP Ohio if there's zero MLR? I 
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think tiiaf s the sinplest one. 
Q. Is one possible outcome tiiat tiie pool is 

not tenninated but ifs modified to remove Columbus 
Southem and Ohio Power and substitute in tiieir place 
tiie new AEP Genco? 

A. No. 
.̂ ^^siJiihiBli-you said one ofthe alternatives-^"— 

is tiiat the pool is not terminated but is modified 
sinply to remove Columbus Soutiiem and Ohio Power. 

A. That is one modification. 
Q. What other modification is possible? 
A. Well, I mean, they would be removed and 

then we could modify some ofthe other terms ofthe 
pool because, as we talked before, it doesn't 
allocate Nox emissions and S02 emissions without Ohio 
Power, so modifications ofthe terms and conditions 
ofthe pool. 

Q. So tiiat would require negotiation of 
terms with the remaining members ofthe pool? 

A. Conect. 
Q. And is negotiation ofthose terms and 

agreement ofthose members, does that have to be done 
prior to obtaining FERC approval of, in that case. 
modification ofthe pool? 
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A. My opinion, again, just my opinion, as we 
go through this process we will ob-viously try to 
settle the issues before the FERC. There are options 
before the FERC. They may establish a settlement 
judge who he or she will try to foster a settlement. 

If one can't be reached, then there would 
be a hearing. But, obviously, there are states. We 
have great relationships with our states, and we will 
do everything we can to make sure that everyone is 
satisfied with the outcomes. 

Q. You had mentioned a previous involvement 
in a FERC proceeding. Was that a previous FERC 
proceeding invol-ving corporate separation? 

A. Conect. 
Q. Generally who was involved in that 

proceeding? 
A. That was too broad of a statement. 
Q. Who were the parties? 
A. The parties were ~ it was actually an 

attempt after Texas and Ohio were going towards 
deregulation, so it was all ~ really all ofthe 
operating companies of AEP. 

Q. Okay. Was there a resolution ofthat 
proceeding? 
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A. It was approved by the FERC and not 
approved by the SEC. 

Q. And the FERC proceeding itself, how long 
did the FERC proceeding take from filing to FERC 
decision? 

A. I don't recall. 
Q. In that pros^^^^'did'you also have all 

ofthe interested states that intervened in the FERC 
proceeding? 

A. I don't recall When I say I don't 
recall, I mean, generally it took a couple years, but 
I don't know when we filed versus when there was an 
order. 

Q. Generally you tiiink it was ~ 
A. A couple-year process. 
Q. Two years, give or take? 
A. Right. 
Q. Is termination ofthe pool agreement a 

requirement for AEP Ohio to conduct an auction of its 
SSO supply? 

A. In my opinion it is. 
Q. Why is that? 
A. Because, again, ifthe load is auctioned 

off, there is no MLR, and so really the mles ofthe 
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pool, the formulas pretty much collapse on their o-wn. 
In addition, all ofthe sales made from those units 
would be considered wholesale sales, so that all of 
the otiier members of tiie pool would have a claim on 
really what used to be retail sales, now wholesale 
sales, and all of Ohio Power's fiinds would be 
fransfened to other companies. 

Q. So Ohio Power and Columbus Southem 
would - is there anything preventing Ohio Power and 
Columbus Southem from bidding into that auction? 

A. Well, again, if there was a third-party 
auction, there would be nothing precluding them from 
doing that. 

Q. Okay. If tiiere's an auction conducted, 
if if s an auction for the AEP Ohio standard service 
offer load, is there something that would prevent the 
AEP Ohio generation fiinction of AEP Ohio from bidding 
into that auction? 

A I beheve that the intent, if not the 
language, ofthe pool precludes that. For instance. 
we know that the auction, that AEP companies can only 
receive up to 75 percent ofthe auction. So, once 
again, there would be a fransfer, a fremendous 
fransfer of value amongst these operating companies. 
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and, again, not the intent ofthe pool. FERC has 
raled many, many times the pool is very proscriptive. 
There's nowhere in here that says you can auction off 
your load unless you can find it. 

Q. Is there any language ~ and I see you 
have the Interconnection Agreement in front of you. 

^ 7-??r=Gan you point me to language in the affe9TP^f^^^gr^-^^^\ 
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pool agreement, that would prevent the Columbus 
Southem and Ohio Power load from being bid into that 
auction? 

A. Well, all types of transaction-with 
foreign companies. 

Q. If I can stop you, if you can tell me 
where you are? 

A. Page 16. 
Q. And what is the section number? 
A. Page 16. 
Q. So are we in section 7.1, above that? 
A. 7.1. "All other types of transactions 

carried out by any member or on behalf of the members 
-with any foreign company shall be considered any 
fransaction made on behalf of collective interests of 
the members." 

So basically the pool didn't ~ 
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obviously, in 1950, one, there was never a 
distinction between the sale of capacity and energy. 
It was power, and ifs rife throughout all this. 
There's no thought in 1950 there would be an auction 
off of the load and sale of generation or separation 
of generation, separation ofthe load from tiie 
generation. 

So ifs just, again, my opinion. Would 
it stand up in the Supreme Court? Perhaps you're 
good enough to do that. I don't know. 

Q. The sentence that you referenced about 
the sales, sale of power to - what was the word? A 
foreign company, is foreign company under this 
agreement a nonmember company? 

A. Nonmember, right. 
Q. So your reading of what the impact of 

this language is, is that the AEP Ohio load being bid 
into this auction would be considered to be a bid to 
a foreign company and, therefore, made on behalf of 
all ofthe AEP Ohio members which would result in all 
ofthe AEP Ohio members getting the benefits ofthe 
transaction. Is that conect? 

A. Well, I think the point is that the pool 
is meant to be a single entity, and no one member 
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should be allowed or is allowed to do something 
outside ofthe terms and conditions ofthe pool. 
That may or may not benefit them, but it certainly 
affects the other companies. That was my point. 

Q. It certainly allows sales - I guess 
off-system sales, sales outside ofthe pool. 

A. u«atainly does.' ^̂  
Q. It allows sales of both energy outside of 

the pool and capacity outside the pool. 
A. It certainly does. But, again, if you 

look at those sales, tiiose are minor pieces ofthe 
broader retail loads that are included in the pool 
and the generation thafs included in the pool. The 
pool allows for wholesale sales above the retail 
levels. Thafs the intent. 

Q. Is there a provision from the pool 
agreement that has a specified retail load for Ohio 
Power or Columbus Southem? I expect back then 
Columbus & Southem. Yes. 

A. No, it doesn't specify specific loads 
because, as you know, loads go up and loads go down. 
It specifies the calculations, formulas. It's very 
formulalitic on how the pool operates. 

MR LANG; Off the record. 
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(Recess taken.) 
Q. Mr. Munczinski, I want to take you back 

to earlier when we were taking about pages 16 and 17 
of the Stipulation and the schedule on the auctions 
that may occur even if applications for corporate 
separation and/or pool modification or tennination 
are still pending. I want to tie this into what we 
were just discussing before the break. 

Towards the bottom of page 16, it refers 
to "AEP Ohio will conduct an auction for the first 20 
tranches of tiie 2015-2016 auction in the December of 
2013," and that is, if you don't have completion of 
corporate separation, modification ofthe pool by 
December 1, this auction will occur in December 2013. 

In the situation described here in the 
Stipulation, will AEP Ohio be able to bid its 
generating assets, its load, into this auction? 

A. Well, I don't know what they're going to 
bid because let's say ifs December 13, 2013. What 
do I know about June 1, 2015? Do I have a retail 
load? Do I have no retail load? Do 1 have corporate 
separation? Do 1 have termination ofthe pool? I 
don't know what they will do. We have to wait until 
that time to figure it out. 
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Q. Look, lef s address that a couple 
different ways. Are there any provisions in the pool 
agreement that would prevent AEP from bidding in this 
December 2013 auction? 

A. Well, if the pool agreement is in place 
and the pool agreement has a company's capacity 

s^i^ss^st ing its retail load and that rptail49ad starts • -
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to gets auctioned off, what does that company do, bid 
for its own retail load? I'm asking you a question 
now. 

Q. You are. 
A. I'm not allowed, I guess. 
Q. So what was the answer to my question? 
A. The answer is you are in an area that 

would have to be decided at that point in time. 
Obviously, we would be limited, constrained. It 
would be an unfair - there would be no level playing 
field with the other providers of generation, so, you 
know, it would be what it would be at that time. 

Q. So ifs kind ~ I want to split it up 
into, you know, can it be done? Is it possible to be 
done? And the next step is, would it be done? 

So, can it be done? 
A. Again, my opinion is that the members of 
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the pool can bid into an auction. The members ofthe 
pool caimot auction off their load under the cunent 
agreement. 

Q. Okay. 
A. But, again ~ 
Q. So if tiie pool is still in place, tiie 

requirement to hold this auction in December 2013, 
partial auction ifthe pool is still in place, is it 
your opinion that that auction would violate the 
terms ofthe pool agreement? 

A. Well, the auction would be for' 15 and 
'16, so that decision at that point would have to be 
are we close enough or have some assurance all of 
this is going to be unwound and there's just going to 
be a fransfer of assets so we could almost estimate 
what we could auction. 

The agreement obviously calls for the 
auction to continue. We are in a very difficult 
space for AEP, and perhaps even for FERC and PUCO. I 
don't know. Well, yes, the auctions will continue 
and perhaps AEP just doesn't bid. 

Q. Okay. You had mentioned in the previous 
proceeding at the FERC that AEP was involved that 
included AEP F,a,st and West, that in that proceeding 
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1 you obtained FERC approval but not SEC approval. Do 
2 you have any reason to believe tiiere's SEC approval 
3 tiiat would be required for this process? 
4 A. My understanding is no because the Pubic 
5 Utility Holduig Act has been repealed. 
6 Q. Okay. There might actually be a sinple 
7 answer: a^fea^-^seiAiaak you. - - -«Br-^ 
8 A. And we didn't even charge you. 
9 Q. Assuming corporate separation and pool 

10 termination are achieved along the time line in the 
11 Stipulation so everything goes right, tiie auction for 
12 2015 and 2016, is it your understanding tiiat all of 
13 the AEP Genco load would be bid into that auction? 
14 A. Well, you've confused - fhe question is 
15 very confusing to me. I don't know, AEP Genco 
16 doesn't have a load. Remember, we're asking for tiie 
17 transfer of generation outside of AEP Ohio, and then 
18 tiie remaining -wires would be to the EDU. Now, is the 
19 question is the load of the EDU auctioned off? 
2 0 Q. I tiiink I did ask that question probably. 
21 Thanks. I'll accept your point. 
2 2 What does happen with that load once ~ 
2 3 what happens with the energy and capacity once ifs 
2 4 been fransfened, once the assets have fransfened to 
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1 AEP Genco? 
2 A. So the assets are fransfened to the 
3 generating company. Those assets are then bid into 
4 the RPM capacity auction, and tiie EDU auctions off 
5 its load. So ifs a very sunilar ~ my 
6 understanding, ifs very similar to your clienfs, 
7 FirstEnergy, model. 
8 Q. The capacity being bid into the RPM, do 
9 you know whetiier AEP Ohio ~ it wouldn't be AEP Ohio 

10 anymore. Do you know whether the Genco is required 
11 under PJM mles to bid all of its capacity into that 
12 RPM auction? 
13 A. I'm not aware. I'm not familiar-with 
14 tiiose mles. We'll get up to speed on them 
15 Q. Do you know whether in addition to 
16 bidding capacity into the RPM auction, the Genco 
17 would also have the option of selling that capacity 
18 through bilateral agreements? 
19 A. My understanding - I'm sorry. My 
2 0 understanding is there's an option to have bilateral 
21 confracts. 
2 2 Q. Alr ight Following corporate 
2 3 separation, what are the - whafs your understanding 
2 4 with regard to the GRR assets that will contmue to 
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1 be owned by AEP Ohio as the distribution company? 
2 A. Hearing no objection ~ 
3 MR. NOURSE; If you understand the 
4 question. 
5 A. Can I have the question again? 
6 Q. There's a reference in the testimony to : 

•'7-'' the GRR assets. Do you have^j»^^^:5t3ading what 
8 the GRR assets are? 
9 A. Yes, I do. > 

10 Q. Sitting here today, there are no GRR 
11 assets, correct? 
12 A. Conect. 
13 Q. So for an asset to become a GRR asset, 
14 that is a generating asset that is approved by the 
15 Commission under Ohio law for nonbypassable cost ; 
16 recovery? 
17 A. Correct. ; 
18 Q. What is your understanding folio-wing 
19 corporate separation of what happens with those - » 
2 0 with the GRR assets to the extent the Commission does 
21 approve any of it? 
2 2 A. That those dedicated resources shall be 
2 3 bid into the PJM energy capacity markets in 
2 4 accordance -witii PJM tariff, shall be financially f 
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1 sound to assure the customers receive the agreed-upon 
2 energy capacity, renewable energy credits determined 
3 by the Commission. The manner in which these 
4 dedicated resources shall be included in the auction 
5 shall be developed in the stakeholder process. 
6 I can help. I think I answered the . 
7 question in front ofthe Commission the other day. 
8 There are two options. One is the auction, and then 
9 take that off of the - you bid into the PJM markets f 

10 to take that off of the auction, or as you sort of 
11 bid the whole ~ auction off all the load and 
12 basically there's just a financial settiement for the 
13 capacity and energy tiiaf s bid into tiie PJM markets. I 
14 Q. And under the second option then, f 
15 capacity and energy are not bid into tiie PJM markets? j 
16 A. They would be. They would be. The 
17 financial transaction, almost you're bidding it, and ; 
18 whate-ver the credits or costs are, are netted and tiie 
19 customer either pays or gets a credit. > 
2 0 Q. Okay. Does AEP Ohio have a time line for i 
21 the development of the Tuming Point project? ] 
2 2 A. I'm not aware of the Tuming Point 1 
2 3 project, sorry, other than it would be in the GRR and ; 
2 4 look like Muskingum River 6. i 
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Q. So you don't know, for example, ifs an 
AEP goal to have Tuming Point start to produce power 
in 2013? 

A. I can honestly say I have no knowledge of 
any of the terms, conditions, confracts, values of 
the Tuming Point contract. I just know ifs a solar 

^'facility'sumewhere in Ohio, and ifs 49.9 nKs^»^^^3»->-
and hopefully it -will be part of tiie GRR. 

Q. Well, you know some terms. 
A. Okay. 
Q. 49.9 megawatts. 
A. I think. 
Q. Thaf s right, I think. What is refened 

to into tiie Stipulation as MR6 or Muskingum River 6 
plant, same question, whether you have knowledge of 
the time line ofthat plant development? 

A. Actually, I don't believe ~ I don't. I 
don't. I don't believe there is a time line. I may 
be mistaken. I have no knowledge ofthat either. 

Q. Do you know whether a decision - AEP 
Ohio has made the decision to go forward with the 
Muskingum River 6 plant? 

A. I have no knowledge of that I would 
expect they're waiting for the Stipulation to be 
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approved by the Commission before they do anything. 
would seem to be pmdent. 

Q. Do you know whether development of 
Tuming Point or development ofthe Muskingum River 6 
project, for either or both ofthose to go forward, 
requires the Public Utilities Commission of Ohio 
approval of corporate separation? 

A. Well, aren't they botii dependent on the 
Stipulation being approved? So as we requested -
again, remember, we talked about this before. Ifthe 
Stipulation gets approved, the Commission is 
approving corporate separation, along with the other 
application out tiiere and approving tiie GRR, not 
approving necessarily - as an empty bucket. 

Q. We previously referenced Exhibit 
WAA-1 listing cunent generating assets. Are there 
generating units on that list that AEP Ohio intends 
to retire in the near term? 

A. I believe there are. 
Q. Do you know which ones? 
A. Not a full list That can be provided. 

There's public infomiation around that. For 
instance, Muskingum River 5 is there, so depending on 
what happens -with the GRR. Beckjord is planned. 
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Q. Will the announced plant retirements have 
an impact on the rights and obligations ofthe pool 
members? 

A. I'm sorry, repeat that question. 
Q. Will retirement of plants have an impact 

on the rights or obligations ofthe members ofthe 
pool? f:-'-' --—• 

A. Well, the retirement affects the other 
members ofthe pool, and, you know, I'm not a lawyer 
so I dont know what rights the other pool members 
have to the other members' generation. Again, ifs a 
formula. Ifi retire a unit, ifi retire it 
proportionately, meaning if Appalachian, Indiana, 
Kentucky all have retirements and they're 
proportionate, it has absolutely no effect. 

Q. If it's not proportional, if Ohio Power 
retirements are larger than the other members, what 
impact does that have? 

A. Well, the impact would be that Ohio would 
be less surplus so that it would lose capacity 
credits. The system itself would be less surplus so 
there could be an effect on off-system sales, and 
then I would have to decide if those units dispatch 
higher or lower than the average, so there would be a 
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fliel affect on the other companies. 
Q. You have a reference in your testimony 

both to how the capacity is priced in the pool and 
how energy is priced in the pool, and I think they're 
both - they're both cost-based; is that conect? 

A. The entire pool is cost-based. 
Q. So everything is cost-based? 
A. Right. 
Q. And m terms of a - if there's a sale of 

capacity from Ohio Power to Appalachian Power, how is 
that capacity priced under the pool? 

A. Are you saying under the cunent pool? 
Q. Under the cunent pool. 
A. Well, tiiere's not a specific sale of 

capacity. For instance, from Gavin plant to 
Appalachian Power plant, everyone is required to pay 
for their MLR share ofthe system, tiie system 
capacity, versus their capacity, so really what the 
pool does is allocate the reserve margin. 

Q. Okay. So is Appalachian Power short? 
A. Appalachian is both capacity and energy 

short. 
Q. So lets use that Appalachian Power as an 

example. Essentially the reserve thafs allocated to 
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1 them because they're short of capacity, how does the 
2 pool agreement determine what price they're paying 
3 for that capacity? 
4 A. Through the capacity equahzation 
5 payment, they would be paying the two surplus 
6 companies' proportionate amount. So Ohio Power's 

; i-f^^^!^jkis- and Indiana Michigan sorplssj-each of those 
8 companies have an equalization charge based on a 
9 cost-based fonnula. So APCo is really buying, paying 

10 both of those in a weighted proportion, probably more 
11 weighted towards Ohio Power. 
12 Q. And is that so - what Ohio Power 
13 receives, is that based on Ohio Power's, I guess, 
14 embedded cost of capacity? 
15 A. Yes. 
16 Q. Is the calculation of that embedded cost 
17 for capacity in the pool the same calculation that 
18 Mr. Pearce uses for embedded cost of capacity for 
19 purposes of this proceeding? 
2 0 A. I believe not. The pool works on a 
21 carrying-cost methodology, and Mr. Pearce's formula 
2 2 works on more of a revenue-requirement basis. 
2 3 Q. So basing it on carrying costs, what 
2 4 impact does that have compared to what Mr. Pearce is 
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1 doing? 
2 A. Ifs very similar. I mean, if Ohio has 
3 like - you know, I'm just guessing at some numbers, 
4 probably pretty close. Maybe this pool has a $400 
5 per megawatt-day for Appalachian, Ohio Power, and 
6 Mr. Pearce used 379 I believe, something like that. 
7 Q. So as you describe it, tihe sale of 
8 capacity is ~ AEP does not sell capacity to other 
9 members of the pool; it's done through ~ what did 

10 you call it, a reconciliation process? 
11 A. Ifs basically a capacity equalization -
12 Q. Equalization. 
13 A. - process. 
14 Q. And then the pool permits the members 
15 that are short on capacity to purchase through that 
16 equalization process, to purchase capacity through 
17 the pool? 
18 A. To pay for the capacity through tiie pool, 
19 right 
2 0 Q. Is there anything in the AEP pool 
21 agreement that precludes AEP Ohio from entering into 
2 2 bilateral anangements to purchase generation 
2 3 capacity from nonaffiliated entities, from nonpool 
2 4 members? 
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1 A. The pool agreement allows for that. 
2 There are some limitations. If ifs counted as 
3 capacity in the pool, I believe it has to be a 
4 five-year contract. 
5 Q. Is there a difference under the pool 
6 agreement between how the cost of generation capacity 
7 is allocated when jtW^^gM^^'-the AEP,pool versus . 
8 allocation of the cost of capacity thafs purchased 
9 from outside ofthe pool? 

10 A. Not if ifs a long-term confract. 
11 Q. How is it allocated under a long-term 
12 confract? 
13 A. For instance, we have a contract from AEG 
14 to the Rockport plant, I&M, and those costs get 
15 embedded into the cost stmcture of I&M, so when the 
16 cost divided about the kilowatts, the surplus would 
17 determine that rate. 
18 Q. Can AEP Ohio under tiie pool agreement 
19 purchase generation capacity from outside of the pool 
2 0 without first obtaining authorization from other pool 
21 members? 
2 2 A. Well, there's an agent for the pool 
2 3 members, which is the service corporation, so it 
2 4 would have to be ~ I mean, in my mind it would 
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1 require at least notification ofthe other members. 
2 There are operating committees that meet regularly to 
3 determine these things. 
4 Q. An actual purchase, if it is made, is 
5 done by AEP Service Corporation? 
6 A. Well, AEP Service Corporation is an agent 
7 for the pool members. 
8 Q. AEP Ohio cunently owns or has under 
9 contract sufficient generating capacity to supply all 

10 the requirements of its existing customers, conect? 
11 A. Conect. 
12 Q. Does AEP Ohio use specific generating 
13 units that it owns or confrols to comply with its 
14 capacity obhgations? 
15 A. Say that again, please. 
16 Q. Does AEP Ohio use specific generating 
17 units that it o-wns or controls to provide the 
18 capacity needed to supply the requirements of its AEP 
19 Ohio customers? 
2 0 A. Well, AEP Ohio, on a capacity side AEP 
21 Ohio has ~ is surplus in the pool, meaning it has 
2 2 more generating capacity than load, retail load, and 
2 3 so we don't look at it as a particular unit as 
2 4 supplying capacity for a particular customer group. 
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1 Ifs all one big happy family. 
2 We dispatch on a system basis. So tiie 
3 system is dispatched on the East side, cheapest unit 
4 runs first, and then all the way up the stack. Then 
5 that gets allocated, cheapest units gets allocated on 
6 the retail side. You have a unit mnning in Indiana 
7 ' "that's been priced into Ohio. ?.#9*??5ee»-..-.. , . 
8 Q. Are all the AEP Ohio generating units 
9 actually located in Ohio? 

10 A. No. 
1 1 Q. Do you know which ones are located 
12 outside of Ohio? 
13 A. Going down the list, obviously, from my 
14 recollection, again I'm not older than ~ maybe I am. 
15 Lawrenceburg is in Indiana. The Amos plant is in 
16 West Virginia. Mitchell 1 and 2 are in West 
17 Virginia. Ob-viously the hydros are on the river, 
18 probably on the Ohio side. I believe the deciding 
19 point is in the middle of the river. 
2 0 Q. Ifs actually the low water mark. 
2 1 A. Somebody would know that in this room. 
2 2 MR. NOURSE: Jim, would know tiiat 
2 3 A. Basically, yes, there are many units 
2 4 outside the state of Ohio. 
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1 Q. Ifcorporate separation is achieved, tiie 
2 pool is terminated prior - not all is achieved prior 
3 to supply tiirough the auction that starts June 2015, 
4 during the time prior to when that auction supply 
5 kicks in, what is tiie relationship going to be 
6 between the distribution conpany tiiaf s remaining and 
7 the AEP Genco that is contenplated now to hold the 
8 generation? 
9 A. We have corporate separation but if s not 

10 June 1,2015? 
11 Q. Lets assume you got corporate 
12 separation, pool termination prior to January 1, 
13 2014. Whafs flie relationship in 2014? 
14 A. The Stipulation allows for sale of energy 
15 and capacity into the EDU in that tiie customers would 
16 see the exact same stmcture tiiat they see today. 
17 The fuel clause continues, and the capacity charges, 
18 base rates would go over to the Genco. 
19 Q. So the pricing in the Stipulation 
2 0 continues. Would it have any impact on the FAC, the 
21 fuel charge? 
2 2 A. No. There would continue to be an FAC, 
2 3 but only those same elements that were combined when 
24 we were combined and now separated would get through 
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1 that. 
2 Q. So the fuel costs used prior to corporate 
3 separation to calculate the FAC would be the same 
4 fuel costs used to calculate it after corporate 
5 separation? 
6 A. Right. Thaf s the intent. 
7 ,. Q.='And then after corporate separation, ,;-?; 
8 titie ~ the titie to the generating units would be 
9 in AEP Genco, conect? 

10 A. Right 
11 Q. And then the right to the capacity from 
12 those generating units would also be in AEP Genco, or 
13 would that be retained by the distribution company? 
14 A. The rights to the capacity would be with 
15 the generating units. 
16 Q. Under the pool agreement if there's 
17 energy available at market-based rates, say through 
18 PJM, and that energy available at market-based rates 
19 is at a lower cost than the energy tiiaf s available 
2 0 through the pool, is there anything in the pool 
21 agreement that prevents members from purchasing that 
2 2 lower cost energy from outside of tiie pool? 
2 3 A. No. The pool agreement allows for market 
2 4 purchases before you would run your incremental 
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1 generation, if thafs your question. Ifthe market 
2 is cheaper, you purchase off the market. But, again, 
3 it gets spread into the whole East system. It 
4 doesn't get dedicated to a particular ~ so you would 
5 mn your generators up to a point. Where it is 
6 cheaper to buy from the market, you buy from the 
7 market, and you distribute the cost among the 
8 companies per the formula. 
9 Q. Is the service company making that 

10 decision rather than Columbus Southem? 
11 A. The service corporation is the agent, and 
12 the operating companies, in the accounting sense, 
13 have to do with the pool. 
14 Q. In terms of making the decision there is 
15 cheaper market-based energy available, that's the 
16 service company? 
17 A. Yes. 
18 Q. Is the same tme if there's less 
19 expensive capacity available on the market? 
2 0 A. Well, again, under our FRR confract, we 
2 1 self-supply our capacity. 
22 Q- I asked you about how capacity is priced 
2 3 under the pool agreement. How is energy ~ when 
2 4 energy is sold within the pool, how is that priced? 

^'^fT^Wl* 
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1 A. Ifs fiiel plus one half maintenance. The 
2 one half maintenance is determined to be a variable 
3 cost, so ifs fuel plus one half the variable cost of 
4 maintenance. 
5 Q. At page 17 of your testimony, lines 9 
6 through 11, there's reference to the service 
7 .corporationbothbuying^ndselling'intothe • • 
8 wholesale market. Is that the PJM wholesale market? 
9 A. Yes. This is not clearly distinguished, 

10 but this is the East pool so it is PJM. All the 
11 companies are in PJM. 
12 Q. How is the price of energy purchased or 
13 sold by the service corporation determined? 
14 A. Well, again, if it's purchased on behalf 
15 of all the operating companies, ifs getting into the 
16 formulas we just talked about. So, you know, that 
17 fuel plus variable O&M could be higher or lower. And 
18 then the off-system sales are after the retail loads 
19 are met, the remaining sales that would be made into 
2 0 the PJM market kno-wn as off-system sales are 
21 ob-viously going to third-party sales, and they are 
2 2 then distributed amongst all the operating companies 
2 3 on an MLR basis. 
24 Q. Do you know whether those sales and 
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1 energy and capacity - energy or capacity ~ would be 
2 priced between the existing pool members following 
3 termination of the pool agreement? 
4 A. Well, ifthe pool agreement is 
5 terminated, there's no relationship of price between 
6 the pool members. 
7 .;Q'=̂ fSB-af that point is that simply spmethî ^g—-
8 that is open for negotiation between the different 
9 pool members? 

10 A. Well, you know, I think that other 
11 members of the pool, outside of the two Ohio 
12 companies who are fiilly regulated and choose to not, 
13 you know ~ states who chose not to be at the whim of 
14 the market will want some certainty and probably want 
15 some smaller pool to rely on. We have very large 
16 units so we tend to do very well in the pooling 
17 agreement. 
18 Q. And "we" meaning AEP Ohio? 
19 A. "We" meaning AEP, until January 1, two 
2 0 thousand and something. 
21 Q. When you say "we tend to do very well in 
2 2 a pooling agreement," does that mean ~ are you 
2 3 saying that Ohio and Columbus Southem Power are 
24 benefiting from the pool agreement and other entities 
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1 purchases are to be done in the day-ahead market? 
2 A. Typically. 
3 Q. And do you know whether the pricing in 
4 the day-ahead market is based on the incremental cost 
5 ofthe energy being sold? 
6 A. I'm not familiar with the markets, not 
7 that familiar with the markets. 
8 Q. Do you know whether it is based on AEP's 
9 cost or just a market price? 

10 A. What is it based on? 
11 Q. The energy thaf s sold into PJM's 
12 day-ahead market, is that based on AEP ~ is that 
13 price based on AEP's cost, or is it based on what the 
14 market will bear? 
15 A. Ifs on what the market will bear. 
16 Q. Once the pool - assuming the pool is 
17 terminated instead of modified, the energy and 
18 capacity transactions between the pool members will 
19 end under the pool agreement. Does AEP yet have an 
2 0 understanding of how the relationships between those 
21 pool members would continue after termination of the 
2 2 pool agreement? 
2 3 A. No. 
24 Q. Do you have an understanding of how 
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1 not so much? 
2 A. No. What I'm saying is without the 
3 pooling agreement, large 1,300-megawatt, the most 
4 efficient units in the world, couldn't have been 
5 built because one company with a 500-megawatt load 
6 couldn't build a 1,300-megawatt plant. This is 
7 something the market is taking away from the 
8 customers. 
9 Q. There's a provision in the Stipulation 

10 about AEP potentially coming to the Commission in the 
11 future to determine pool tennination costs. 
12 A. Conect. 
13 Q. There's a $50 million level. Is it your 
14 understanding that if the costs are below 
15 $50 million, say they're $49.9 million, then AEP in 
16 the Stipulation is agreeing that it wiU not seek 
17 cost recovery? 
18 A. Thafs my understanding. 
19 Q. Then if the costs are $50 million or 
2 0 more, then AEP, at its option under the Stipulation, 
21 can come to the Public Utilities Commission of Ohio 
22 to seek full cost recovery from dollar one? 
2 3 A. Thafs my understanding. 
24 Q. What are the categories of costs that are 
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envisioned that could fit into this cost recovery 
item? 

A. Well, you know, the pool is very 
proscriptive in the costs that get passed back and 
forth between the companies. So we would envision 
that once the agreement is terminated or modified. 
there would be a scitfe^^^asts' that you could 
compare to, say, a prior year costs on a net basis. 
and those are the costs that we would apply for. 

Q. So you're comparing costs - is the issue 
tiiat you're going to have - that Ohio Power, for 
example, is going to have different revenues related 
to its energy and capacity post termination as 
opposed to pretermination? 

A. Conect. 
Q. How do you go about calculating that? 
A. Well, we haven't determined that. There 

was some reference to how that would work in one of 
the -witness's testimony in the original ESP case. 
but, again, basically we would know what revenues and 
costs were coming in versus what we were receiving. 
so ifs a net cost or net benefit. If there is any. 
we would apply for the net cost. 

Q. So under the cunent pool agreement, AEP 
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Ohio receives compensation for its capacity and 
energy on a cost-basis as detemiined under the pool 
agreement, right? 

A. Conect. 
Q. Following termination, AEP Ohio will 

receive compensation for its energy and capacity 
based on PJM market pricing; is that conect? 

A. Inconect. 
Q. Okay. Following pool termination, what's 

your understanding how it would be compensated? 
A. One would need to tell me when pool 

termination occurs. 
Q. All right. 
A. Again, once the auction on June'15 

occurs, it's at market for both. 
Q. Let's assume we are back to our scenario. 

We are in 2014. You had pool termination, haven't 
gotten to the auction yet. Under 2014 the revenue is 
from the - is from the agreements between AEP Ohio 
and the Genco; is that conect? 

A. Right Well, the Genco and the EDU. 
Q. And the EDU. In that situation are you 

comparing the - 1 guess, what AEP entity are you 
comparing the impact of pool termination? Are you 

1 
2 
3 
4 
5 
6 
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looking at the EDU? Are you looking at the Genco? 
A. Well, other than the requirement in the 

pool that each member have its o-wn transmission and 
generation, which, again, I will not go into that 
issue, I would see it as the Genco, tiie residual 
generation, and the Genco is as a revenue sfream and 

7*̂ =-̂  cosi'base without the pool. And in th&p^^^^ss^- -
8 
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a revenue and cost base. I would net those two, and 
I would compare the two, and if it is over $50 
million, I would apply for, you know, the money to 
the PUCO. 

Obviously, you know, we haven't thought 
about all ofthe ramifications of this, depending on 
what the market and what the otiier states negotiate 
through the pool and whatever happens. 

Q. Have you mn any estimates of what that 
cost might be? 

A. No. I'm not sure what you meant by what 
costs. It is impossible to ran an estimate of a 
situation I don't know what would happen. 

Q. Utility people do that all the time. 
A. Just to clarify, there has been a filing. 

I beheve in Indiana, that showed a no pool about 
three or four years ago ~ a no-pool scenario. I 
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guess when you say "did I mn," I haven't mn any. 
Q. Okay. 
A. Given the changing situation of this 

Stipulation, I don't feel any ofthat is in response 
to your question, but, you know, there has been a 
filing in Indiana. Ifs public information. 

Q. The notice to terminate pool, which was 
done December 2010; is that conect? 

A. Conect. 
Q. And that notice was given by all five 

members ofthe pool? 
A. Conect. 
Q. Does each member ofthe pool have the 

option to revoke that notice prior to termination 
being approved? 

A. I believe they do. 
Q. Is the decision to terminate the pool | 

still being re-viewed, evaluated by AEP? 
A. The decision to modify the pool will 

continue to be evaluated by AEP. Again, my opinion 
that the Stipulation requires eventually the removal 
of AEP Ohio companies from the pool. 

Q. Okay. I think thafs something I want a 
clarification on, was ~ you know, given the language 
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1 in the Stipulation, is it still a remaining option 
2 for AEP next year to say, you know. We know we said 
3 we would make an effort in doing this. We decided 
4 this is not a good idea. We're not going to do it 
5 MR. NOURSE; Jim, I tiiink you said AEP to 
6 decide next year. Are you referring to AEP Ohio 
7 tiiere? -.'-*"'-' ----- -
8 Q. Let me ask, is AEP generally making that 
9 decision? 

10 A. Well, the way I would answer tiiat 
11 question is that the Stipulation requfres us to 
12 modify the pool, file for corporate separation. The 
13 pool in itself carmot remain intact -with the 
14 agreements in tiie Stipulation. So, obviously, we're 
15 going to go forward, make every best effort to both 
16 corporate separate and eliminate, I believe, AEP Ohio 
17 from any pooling agreement. I said "any," but from 
18 the existing pool agreement. 
19 Q. To eliminate AEP Ohio from the existing 
2 0 pool agreement, does that require agreements from the 
21 other pool members? 
22 A. Yes. 
2 3 Q. Does reaching that consensus on removing 
2 4 AEP Ohio from the pool also depend upon tiie claims of 

1 have been not well before, but before we filed our 
2 ESP. 
3 Q. Are there circumstances under which AEP 
4 Ohio could revoke its notice to terminate the pool? 
5 A. Agaui, I'd have to have legal counsel on 
6 the termination sections. It says, "Any member upon 

r^j^a^sa^sitJeast three-years prior written no*iceto tiie ̂  -
8 other members and agent may terminate this agreement 
9 as the expiration of said initial period or at the 

10 expiration of any successive period of one year." 
11 Any member upon written notice, so any 
12 member may terminate this agreement. 
13 Q. With regard to ~ is it your 
14 understanding that until the notice is effective, any 
15 member can revoke that notice, any member can change 
16 its mind? 
17 A. I believe that since each of the members 
18 have given termination, even if one member revokes 
19 termination, it seems to say that the pool is 
2 0 terminated. 
21 Q. Is there a specific provision of the 
2 2 agreement that you're referencing in giving that 
2 3 answer? 
2 4 A. Yes. 
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1 other stakeholders that are asserted in the FERC 
2 proceeding? 
3 A. I mean, the FERC will obviously pay 
4 attention to the stakeholders and to the states, so 
5 we will have to address all the concems that are 
6 legitimate. 
7 Q. If one ofthe other members ofthe pool, 
8 Appalachian Power, for example, if they do not reach 
9 consensus with AEP Ohio with regard to pool 

10 termination, will the resuh ofthat be that the 
11 notice of termination is revoked and the pool will 
12 remain in place? 
13 A. I believe there's some language in the 
14 agreement that I can look through. Idon'tknow. 
15 Q. Do you beheve that the reasons for the 
16 formation of the pool in 1951, the economic reasons 
17 for the creation of the pool, that those reasons 
18 still exist today? 
19 A. No. I mean, the situations have changed 
2 0 dramatically, obviously. I mean, the pool never even 
21 mentions anything about production plant and hydro. 
2 2 It doesn't say anything about wind or solar or 
2 3 allowances or anything like that, no. Thafs why we 
2 4 gave termination notice well before we even ~ may 
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1 Q. And what is it? 
2 A. Article 13, Section 13.2. 
3 Q. Do you know if there is any other member 
4 of the AEP pool that cunentiy opposes termination? 
5 A. No. 
6 Q. Under the provisions ofthe Stipulation, 
7 is leaving FRR and participating in the RPM capacity 
8 auctions for tiie 2015 -2016 year contingent on 
9 approval of corporate separation? 

10 A. I'm not sure the Stipulation addresses 
11 that. The spirit ofthe Stipulation is that 
12 corporate separation, pool modification would be done 
13 prior to December 2013. 
14 Q. So I asked you whether it is contingent 
15 on corporate separation. Is going to the RPM auction 
16 for capacity in 2015-2016 contingent on pool 
17 termination? Would your answer be tiie same? 
18 A. Yes. 
19 Q. I've asked you several questions about 
2 0 the FERC process, the Public Utilities Commission 
21 process. Outside of that regulatory process in order 
2 2 to achieve corporate separation, are there other 
2 3 actions that will need to be taken behind the scenes, 
2 4 you know, step by step, a process that you have to 
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1 follow as a company in order to achieve separation? 
2 A. Yes. 
3 Q. Can you generally describe for me what 
4 needs to be done? 
5 A. Well, my understanding is that, you know, 
6 given all the regulatory approvals that are required, 
7 ther6=\tS^i%rSnancing requirements S0 that*ier« 
8 assets being removed from the ~ into the AEP 
9 generation Genco would have to be financed. They 

10 would have a different risk level than the EDU 
11 financings, so we have to take that into 
12 consideration. 
13 There are many codes of conduct that 
14 would have to be established, perhaps duplicative 
15 groups, duplicative dispatch groups, you know, that 
16 type of group that has to follow the codes of conduct 
17 of the state and the FERC. 
18 Q. With regard to fmancing, do you need 
19 approval of cunent bondholders in order to fransfer 
2 0 the assets? 
21 A. Well, these are substantially call tests, 
2 2 so depending upon the language in the bond itself, 
2 3 there are call provisions. I haven't looked at these 
2 4 bonds. I mean, I'm just going on memory from the 
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1 last time. 
2 Q. With regard to the financing and the 
3 requirements that sunound the financing, do you have 
4 a plan in place yet as to how thafs going to be 
5 accomplished? 
6 A. No, not that I'm aware of 
7 Q. Have you set out a time line yet for 
8 dealing with the financing entities? 
9 A. Not that I'm aware of 

10 Q. If following the negotiations in the FERC 
11 proceeding, you do not have consensus of all the pool 
12 members regarding the terms of either pool 
13 termination or modification, would AEP Ohio under 
14 that circumstance proceed on its o-wn with a 
15 unilateral termination ofthe pool? 
16 A. The parties to the pool, all parties to 
17 the pool, are still subject to the FERC jurisdiction. 
18 So FERC will be tiie ultimate arbiter of the pool 
19 agreement. And, you know, we're not going to take 
2 0 three years to decide what to do. We will file with 
21 the FERC, and once you file with the FERC, they're 
2 2 going to set the schedule, and, then, you know, mle 
2 3 on the terms and conditions. 
24 Q. At page 20 of your testimony, the very 
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1 top, lines 2 and 3, there's a sentence, "There may be 
2 a need to rebalance the generation assets among the 
3 members as part ofterminating tiie pool." What is 
4 that a reference to? 
5 A. A reference to the idea tiiat Appalachian 
6 Power, for instance, just as an example, as both 

- 7- • capacit}' and energy short h a r i m m ^ ^ ^ m the 
8 other pool members to supply that capacity and 
9 energy, and that they may or may not make a request 

10 to either transfer asset or have confracts, bilateral 
11 contracts, from one of tiie other members. Or even if 
12 there's a three-company pool, there may be some 
13 rebalancing of assets. 
14 Q. Further down on that page, lines 10 and 
15 11, you refer to "dri-ving this process to conclusion 
16 in a reasonable period of time." By "reasonable 
17 period of time" is the expectation ifs the schedule 
18 attached to tiie Stipulation? 
19 A. Yes. 
2 0 Q. You say "without much doubt as to the end 
21 goal." What is the doubt that's remaining as to the 
2 2 end goal? 
2 3 A. To my mind the end goal - if the 
2 4 Stipulation is approved as we signed it and made the 
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1 commitinents within the Stipulation, again, my opinion 
2 is that AEP Ohio generation cannot remain as part of 
3 the pool. That would be tiie end goal, meaning that 
4 there could still be a pool amongst the other 
5 conpanies. 
6 Q. To your understanding, the Commission 
7 appro-ving the Stipulation as filed is equivalent to 
8 tiie Commission directing AEP Ohio to go forward with 
9 the provisions, including terminating or modifying 

10 tiie pool so that AEP Ohio is removed from the pool. 
11 Is that your understanding? 
12 A. Yes. That is tiie commitment The 
13 commitment is to have corporate separation and remove 
14 AEP Ohio from the cunent pool and get on -with tiie 
15 auctions and the market. 
16 Q. In tiie time line for pool termination 
17 tiiat is attached to tiie decision, it refers to a 
18 90-day period for stakeholder discussions. Whafs 
19 tiie purpose of stakeholder discussions? 
2 0 A. Well, the purpose would be tiiat, you 
21 know, we wouldn't want to do something without 
2 2 notifying our other states. We still have regulatory 
2 3 relationships, even here in Ohio, so tiiat we would 
2 4 make an attenpt to gather the stakeholders. 
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And we have been talking to the different 
states. They obviously know ofthe termination 
notice that's been made. We'd talk to them about 
what we would like to see in the post pool world and 
see ifwe can come up with something that everyone 
can get their hands around. 

•*«-" Q."Do you have an understanding wbrj-w^sse^igps--
included in those stakeholder conditions? It 
ob-viously starts with the pool members. You refened 
to the states. Anyone else? 

A. It would be mostly the states and the 
major stakeholders in those states. 

Q. The states, in that case is it 
representatives of their utility commissions? 

A. Well, we would deal with the staffs, in 
the first instance. Each state usually has one 
industrial intervenor, maybe a consumer counsel. 
Obviously, other states don't have the CRES providers 
and the marketers, so it becomes easier in those 
states. 

Q. So stakeholders in addition to the states 
would be potential representatives of industrial 
customers, conect? 

A. Sure. 
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Q. Potential representatives of large 
commercial customers, conect? 

A. Yeah, potential. But, again, there won't 
be 60 people in the room every time we have a meeting 
in the other states. It will be two or three. 

Q. Just trying to understand how this works. 
really, compared to, say, the process that led to 
this Stipulation where you might ~ that process at 
one point you have ~ you do have 60 people in the 
room. 

A. I will tell you it works well. 
Q. Thafs good. But ~ 
A. You can reconcile the differences in your 

own mind. 
Q. Are there times you have 60 people in a 

room, or is this a state-to-state process? 
A. In the beginning it would be state to 

state. I would have people go around and speak to 
the different stakeholders, discuss what needs to be 
changed, modified, discuss their preferences. Do 
they want to be more subject to the market or more 
subject to steel on the ground? We have to talk to 
our wholesale customers to give them comfort they are 
not being disadvantaged by this. 
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I'm sure the FERC ~ once tiiere's a 
filing, the FERC will call all the parties and set it 
for settlement conference, and in that room there 
could be 60 people, just from Ohio. 

Q. The schedule is tiie 205 filing, the first 
filing with the PUCO. The next step is the period 
dedicated to prejstakcholder discussisns. The tiiird 
step is the actual filing ofthe second 205 
application FERC. 

A. I'msony. Could I get tiiat? 
Q. You can look at that. 
A. Okay. 
Q. Is tiie filing of tiie section 

205 apphcation contingent in any way upon the 
outcome ofthe prefiling stakeholder discussions? 

A. Well, that hasn't necessarily been 
decided. My recommendation would be that we again do 
both at the same tune in the sense as we're tiiere. 
we're explaining why we need to change the pool. 
modify, temiinate, change; why we are filing at the 
FERC this 203, 205; invite tiie stakeholders to join 
in those procedures ifthey want to. The attempt 
here is to get everyfliing done at the same time. 
There's no reason to have two separate trips. 
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Q. So get it done at the same time. Does 
that mean that you won't necessarily have discussions 
and then filing; you would make the filing and then 
follow with discussions? I'm trying to understand 
that. 

A. No. No. We have had discussions with 
the states on the pool itself, and so we feel 
comfortable going back and, again, ha-ving more 
detailed discussions and then coming back with a 
filing that represents their desires and then 
inviting them to continue to be part ofthe process. 

Q. Have you had any objections to this point 
from states that simply want to continue the existing 
pool anangement? 

A. Idon'tknow. I haven't heard. I 
haven't been at all the meetings. I haven't been in 
any ofthe meetings. But no one is objecting to 
changing the pool. The pool, again, is 1950 -vintage 
and needs to be revised for a number of reasons. 

What we don't know now is what the effect 
ofthe Stipulation in Ohio will be on the other 
states, what their reaction will be. We'll get that 
shortly. 

Q. If I could ask you to tum to page 21 of 
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your testimony. 
A. The revised? 
Q. The first version, tiie only one I've had 

time to print out. 
A. Okay. 
Q. And you have two bullet points at the 

.^*Si^^t3ttem of the page. The first bullefcpemit refere to -
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pro-viding notice to PJM that AEP Ohio intends to 
participate in tiie RPM-based residual auction in 
years 2015-2016. Tell me what is meant by tiie word 
"participate." 

A. Again, the intent here is tiiat the 
remaining capacity of tiie generating conpany would be 
auctioned into the RPM market. 

Q. And you said the remaining capacity. You 
qualified that -witii "remaining capacity," meaning 
what. 

A. Meaning, again, we talked about if tiiere 
is any fransfer or rebalancing states or bilateral 
confracts, things like that. 

Q. Okay. So this would be the capacity that 
would be fransfened to the AEP Genco; is that right? 

A. Conect. 
Q. Okay. Once those generating assets are 
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fransfened to the new entity, the AEP Genco, do you 
know whether, for purposes of PJM and the PJM market 
monitor, those resources would be freated as existing 
generation capacity resources or new generation 
capacity resources? 

A. I don't know tiie answer to that question. 
I would assume they would be freated as existing. 
They're existing. 

Q. Do you know whether tiiere have been any 
communications between AEP and PJM or the market 
monitor on tiiat question? 

A. I don't But I'll put tiiat on my list of 
things to do. 

Q. I apologize; I have several different 
notes from several different people. 

A. I noticed. 
Q. I'm trying not to re-visit the same 

ground. 
A. I'm honored to be so popular. 
Q. You are. Just to clarify timing issues 

related to the Stipulation, this is on page 21, the 
first bullet point at the bottom. The notice to PJM 
that AEP Ohio intends to participate in the RPM 
auction starting in 2015, do you know what the 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Page 115 

deadline is under the PJM pro-visions for giving that 
notice? 

A. Quite honestly, I don't, because I'm told 
there are two dates, so someone is wrong. 

Q. What are the two dates you are hearing? 
A. I'm hearing January and February. 
Q. So sorae;»*fte©?ssaand. January or February - . 

of 2 0 1 2 -
A. Conect. 
Q. ~ is when that needs to be done? 
A. That's what I'm told. 
Q. Is your understanding. 
A. There was one time I was given a March 

date, so sometime between January and March. I have 
no idea why it is so confiising, but knowing what I 
know about PJM ~ perhaps I should say no more. 

Q. Providing that notice to PJM is 
contingent upon getting an order from the Commission 
authorizing the fiill legal corporate separation, 
conect? 

A. Thafs what this says. 
Q. As we talked earlier, you're asking the 

Conunission to approve fiill legal separation as part 
of approving the Stipulation? 
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A. As well as tiie concunent application 
that we committed to. 

Q. Yes. So tiiat giving the notice early 
next year is not contingent upon completing corporate 
separation? 

A. Oh, conect. 
Q. Conect. And it is not contingent upon 

completing fiill pool termination? 
A. Conect. 
Q. Those other processes will certainly be 

continuing in the first quarter of 2012. 
A. Conect. 

MR. LANG; No one else on the phone has 
questions, right? 

MS. HAND; None here. 
MR. FRANK: No questions. 
MR. LANG; My examination is concluded. 

and I think I've managed to get you out of here just 
about the time we were hoping to get you out of here. 

THE WII'NESS; I appreciate that. 
MR. LANG; Are you waiving signature or 

reviewing? 
MR. NOURSE; No, he'd like to review. 
MR. LANG: That completes this 
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deposition. 
(The deposition concluded at 12:56 p.m.) 
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State of Ohio : 
: SS: 

County of : 
I, Richard E. Munczinski, do hereby certify 

that I have read the foregoing transcript of my 
deposition given on Thursday, September 22,2011; 
that together with the correction page attached 
hereto noting changes in form or substance, if any, 
it is true and correct. 

Richard E. Munczinski 

I do hereby certify that the foregoing 
transcript ofthe deposition of Richard E. Munczinski 
was submitted to the witness for reading and signing; 
that after he had stated to the undersigned Notary 
Public that he had read and examined his deposition, 
he signed the same in my presence on the day 
of ,2011, 

Notary Public 

My commission expires 
— 
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CERTIFICATE 
State of Ohio : 

; SS: 
County of Franklin : 

I, Rosemary F. Anderson, Notary Public in and 
for the State of Ohio, duly commissioned and 
qualified, certify that the within named Richard E. 
Munczinski was by me duly swom to testily to the 
whole truth in the cause aforesaid; that the 
testimoiiy wa-slaken down.Ky,nie in stenotypy in the 
presence of said witness, afterwards transcribed upon 
a computer; that the foregoing is a true and correct 
transcript ofthe testimony given by said witness 
taken at the time and place in the foregoing caption 
specified and completed without adjournment. 

I certify that I am not a relative, employee, 
or attomey of any of the parties hereto, or of any 
attomey or counsel employed by the parties, or 
financially interested in the action. 

IN WITNESS WHEREOF, I have hereunto set my 
hand and affixed my seal of office at Columbus, Ohio, 
on this 23rd day of September, 2011. 

Rosemary F. Anderson, 
Registered Professional Reporter, 
and Notary Public in and for the 
State of Ohio. 

My commission expires April 5, 2014. 
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LAURA J. THOMAS, 
being first duly swom, as hereinafter certified. 
deposes and says as follows: 

EXAMINATION 
By Mr. Kutik; 

Q. Please state your name for the record. 
T£=- A. Laura I. Thomas.-; -., - -

Q. Ms. Thomas, did you file or did you have 
filed three pieces of testimony in the ESP part of 
this case? 

A. Yes. I have direct testimony. 
supplemental testimony, and then testimony in support 
ofthe Stipulation. 

Q. Do you have any conections or additions 
to make to the most recently filed testimony? 

A. Not that I'm aware of 
Q. Did you play any role in the negotiation 

of the Stipulation in this case? 
A. No. 
Q. Now, since your last deposition, have you 

had any experience in developing bids for competitive 
bidding processes to supply POLR load? 

A. No. 
Q. And since your last testimony in 
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deposition, have you been assisted by anyone from 
AEP's commercial group that may have been involved in 
developing such bids? 

A. Not that I'm aware of 
Q. Now, for your testimony in this case, and 

particularly the part of tiiat testimony that deals 
with developing a conpetitive benchmark price, you 
developed two items. One is a Transaction Risk Rider 
and one is a Retail Administration Rider, among other 
parts to that price, conect? 

A. Yes. 
Q. With respect to the Transaction Risk 

Rider adder that is used in Exhibit LIT-2 in your 
most recent testimony, did you use any data that you 
had not used in preparing the transaction risk adder 
in your previous testimony? 

A. Yes. 
Q. Okay. Can you tell me what additional 

information you looked at? 
A. As shown in my workpapers, it explicitiy 

shows the addition of the prior approved transaction 
risk adder for AEP Ohio companies. 

Q. Anything else? 
A. No. 
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Q. With respect to the retail administration 
part of your competitive benchmark price calculation. 
did you use any information to come up with that that 
you had not used previously? 

A. Yes. 
Q. What else did you use? 
A. The "irrteiri-forroationas fromthe ^ -

transaction risk adder, explicitly incorporated the 
information approved by the Commission for the AEP 
companies previously. 

Q. So these were the transaction risk adders 
and retail administration charges that were part of 
the ESP? 

A. Part ofthe prior ESP. 
Q. ESPl? 
A. Yes. 
Q. The one thafs cunently on remand? 
A. Certain elements are on remand, yes. 
Q. Okay. For purposes of this calculation 

of the competitive benchmark price, did you review 
the results of any FirstEnergy company auctions? 

A. Not recently. I have reviewed the 
October and January auctions quite some time ago. 

Q. Did tiie results of those auctions play 
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any role in your calculations for your testimony? 
A. No. 
Q. Is it your understanding, Ms. Thomas, 

that the Stipulation, if approved, would embody a new 
proposed ESP? 

A. The new -- the ESP for 2012 to '14 is one 
ofthe cases settled by the decision, yes. 

Q. Okay. So would it be fair to say that 
the Stipulation addresses all of the riders and 
charges that may be included in the new ESP? 

A. I would have to go back and look at the 
language to recall exactly which riders are all 
incorporated. 

Q. Okay. Well, do you have the Stipulation 
handy? 

A. Yes. 
Q. You have it in front of you now? 
A. Yes. 
Q. Would you refer to the Stipulation in 

responding to my question, please? 
A. The Stipulation addresses an MTR Rider, a 

Load Factor Rider, a Generation Resource Rider, a 
Fuel Adjustment Clause, Altemative Energy Rider, a 
Green Power Portfolio Rider, Distribution Investinent 
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Rider, an Enhanced Service Rehability Rider, Pool 
Modification/Termination Rider, a Phase-in Recovery 
Rider. 

I believe there are a number of riders 
that are mentioned as being no longer applicable, and 
there are a number of provisions that relate to 
various collaborative efforti^'^anss^lings and 
whatever may come out ofthose. 

Q. All of those things you just mentioned. 
except for those things you said were no longer 
applicable, they would all be part ofthe ESP, 
conect? 

A. Thafs my understanding, yes. 
Q. Also part ofthe ESP would be a base 

generation charge. 
A. Yes. 
Q. Also part of the ESP would be a set-aside 

for a certain amount of capacity charges, conect? 
A. Yes. There are provisions that address 

how capacity will be handled. 
Q. Okay. And thafs all part ofthe ESP, 

conect? 
A. Thafs all part ofthe Stipulation. 
Q. And would be part of the ESP as well. 

Page 10 

A. I believe so, but to the extent, you 
know, it resolves ~ some of these resolve other 
cases, it would be incorporated into the ESP. 

Q. Okay. Now, tuming back to the 
competitive benchmark prices that you calculated, did 
you include ~ I'll back up. According to your 
Exhibit LJT-1 attached to your most recent testimony. 
there are ten parts to that price calculation; fair 
to say? 

A. Yes. 
Q. Are these the same parts that you used to 

calculate the competitive benchmark price in your 
previous testimony? 

A. Yes. 
Q. I realize they may be different numbers. 

but the parts are the same? 
A. Yes. They're the same ten components. 
Q. Okay. With respect to the simple swap 

numbers that you had, is it conect to say that you 
used ~ forward energy prices, or energy forward 
prices, for July 7 through July 13? 

A. Yes; for the five trading days contained 
within that period. 

Q. And is it conect to say that you used 
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those days because those were tiie days that the staff 
used in its analysis in their initial filed 
testimony? 

A. That was one ofthe reasons that we used 
those dates, yes. 

Q. Are there any other reasons? 
AT Yes; j"ust lo avoid picking a day to vs^i!® 

achieve a certain result. 
Q. Have you looked at forward prices since 

whatever trading day was closest to July 13? 
A. I believe that I did look at those, yes. 
Q. Okay. And whafs the most recent date 

that you looked at? 
A. I don't recall the date that I looked at. 
Q. Was it within the last week? 
A. No. 
Q. Was it before your testimony, this most 

recent testimony, was filed? 
A. Yes. 
Q. And what was the relationship ofthe 

prices that you looked at to the prices you've used 
in your simple swap calculation here? 

A. They were pretty close. 
Q. And by "pretty close" you mean within a 

Page 12 

few dollars? 
A. No. I think they were within a dollar. 

plus or minus a dollar. 
Q. So would it be fair to say that you 

looked at forward prices within the week before your 
testimony was filed? 

A. I don't recall what week it was. 
Q. Well, I'm not saying what week it was. 

but you know when your testimony was filed, right? 
A. Yes. 
Q. And I'm tiding to set a date and work 

back from there. Was it within a week ofthat time? 
A. I don't remember. 
Q. Was it within a month? 
A. Yes. 
Q. Was it before the Stipulation was signed? 
A. Yes. 
Q. Retum to page 9 of your most recent 

testimony and specifically the two sentences on lines 
1 through 3. It says, "Only the load 
following/shaping adjustment losses and the 
fransaction risk adder will change based on changes 
in the SS price. The remaining components are 
independent and are not affected by the SS price." 

3 (Pages 9 to 12) 

ARMSTRONG & OKEY, INC., Columbus, Ohio (614) 224-9481 
bfecce27-09af-4492-a9a8-76dcdd2cd5be 



Laura Thomas 

1 
2 

3 

4 

5 

6 

7,-,. 
8 

9 

1 0 

1 1 

12 

1 3 
1 4 

1 5 

1 6 

1 7 
1 8 

1 9 
2 0 

2 1 

2 2 

2 3 

2 4 

1 
2 

3 
4 

5 
6 
7 

8 

9 
10 

1 1 
12 
13 
14 
1 5 

16 
17 

18 

19 
20 
2 1 
22 
2 3 
24 

Page 13 

Did I read that conectly? 
A. Yes. 
Q. Are the remaining components affected by 

either tiie total price or any ofthe other 
components? 

A. The transaction risk adder is a fiinction 
• of all ofthe other Ccifiiponentsr-The load following 
and shaping will change based on the capacity and the 
energy component. Losses will change based on the 
swap. I beheve those are the intenelationships 
between what drives what. 

Q. So as far as you know, you have given me 
all ofthe relationships between the various 
components of your competitive benchmark price? 

A. Yes. 
Q. Now, in Exhibit LJT-1 of your most recent 

testimony, there are three sets of calculations. 
Would that be fair to say? 

A. Yes; based on three capacity costs. 
Q. And you used a weighting of these 

capacity costs for your market rate offer price test 
in Exhibit LJT-2? 

A. Yes. 
Q. And the weighting that you used was to 

Page 14 

weight the capacity cost or the benchmark price using 
the capacity cost of 255 per megawatt-day and the 
competitive benchmark price using the RPM 
capacity-based price conect? 

A. Yes. 
Q. And you weighted those based upon the RPM 

set-aside figures or percentages that are set out in 
the Stipulation, conect? 

A. Yes. 
Q. Why did you do that? 
A. Those provisions that deal with the RPM 

set-aside are the prices that CRES providers would 
pay for capacity, use ofthe company's capacity, and, 
tiierefore, tiiose are the prices tiiat would be tiie 
components of the expected bid price. 

Q. What is your basis for saying that the 
RPM set-aside are the prices that a CRES provider 
would pay for capacity? 

A. My basis are the provisions of IV.b. 1 and 
3 that ~ 

Q. This is of the Stipulation? 
A. Of the Stipulation. That detail, these 

are the capacity rates that will be charged to CRES 
providers. 
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Q. So the basis ofyour weighting with 
respect to capacity prices you used for the MRO price 
was the Stipulation. 

A. Yes. 
Q. Is there anytiiing in the Stipulation, to 

your knowledge, that says what the capacity prices 
...':*ft>te9te!ting in June of 2012 if the RSP̂ #̂«©t - — - -
implemented? 

A. Not that I can recall. 
Q. So would it be fair to say that the 

Stipulation sets out tiie capacity prices tiiat will be 
implemented ifthe ESP is put into effect? 

A. It lays out the capacity prices as to be 
determined by ~ in case 10-2929, which is then used 
in tenns of tiie MRO test in the ESP. 

Q. Okay. Well, the ESP will have to be put 
into effect for those prices to be used, conect? 

A. The Stipulation would have to be 
approved, yes. 

Q. Okay. Now, your Exhibit LJT-2 sets out a 
comparison of prices using for the competitive 
benchmark price this weighted capacity price that 
we've been talking about, conect? 

A. I used the competitive benchmarks. 
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weighting the competitive benchmarks based on those 
two capacity prices. 

Q. Okay. And so ifs a combination of using 
capacity as 255 and capacity of RPM, conect? 

A. Yes; those are the two capacity prices. 
Q. And you also in your testimony, do you 

not, provide a comparison of what the MRO price and 
ESP price would be if you used a competitive bid 
price using capacity at 355 per megawatt-day. 
conect? 

A. I have statements in my testimony that 
porfray the result ofthat analysis, yes. 

Q. Did you do a calculation of a comparison 
ofthe MRO price and ESP using a competitive 
benchmark price that uses capacity only at the RPM 
price? 

A. I beheve I looked at that. 
Q. Okay. Is that in any ofyour workpapers? 
A. No. I did not use that in my testimony. 
Q. Okay. Do you still have that 

calculation? 
A. No. 
Q. So you got rid ofthat calculation? 
A. I think I just plugged in a number and 
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looked at it and didn't save it. 
Q. Why didn't you save it? 
A. Because I didn't need it for my analysis. 
Q. Why didn't you need it for your analysis? 
A. Because the analysis is based on the 

settlement, the Stipulation. This is the MRO test 
under the Stiptt1«feiKSie>*- •? _,:-.. 

Q. Okay. You did an analysis based on 
355 as a capacity price, conect? 

A. Yes. 
Q. And thafs not part of the Stipulation, 

conect? 
A. It was for comparison purposes to my 

original purposes. 
Q. Okay. So wouldn't it also have been a 

useful comparison to look at what the competitive 
benchmark price would be using an RPM price for 
capacity? 

A. I didn't think it was necessary. 
Q. Did you not think it was necessary 

because using the RPM price value would show that the 
MRO was more beneficial than the ESP? 

A. No. 
Q. Do you remember what value difference 
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there was? 
A. I believe it was very close to zero for 

just this element, but the MRO versus the ESP needs 
to be looked at in the aggregate, so effectively a 
zero plus all ofthe other elements quantified by 
Mr. Allen and Mr. Hamrock. 

Q. But just with respect to the calculation 
ofthe type that you did on Exhibit LJr-2, is it your 
recollection that just using the RPM price to 
calculate your competitive benchmark price would have 
made the comparison between the ESP and the MRO price 
basically zero? 

A. Thafs my recollection, yes, just for 
this element. 

Q. I'm sorry, what does that mean, just for 
this element? 

A. Just for the price test and not for the 
determination in the aggregate. 

Q. Okay. Referring you to your exhibit 
LJT-1, how were the capacity prices for the different 
customer classes determined? 

A. The capacity varies by class. It was 
detemiined by looking at the relationship ofthe 
peaks ofthe various classes, how couicident are they 
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with the PJM peaks, so really just looking at the 
difference and a coincidence between those classes 
and the basis for the capacity rate. 

Q. Okay. So there was some allocation 
method done using peaks for each customer class? 

A. Yeah. If s not really an allocation but 
a faitomg based upon tiie diversity Gt^feJl^^ss*-
relative to the peaks. 

Q. Okay. We will use your word, "ratioing." 
And was the ratioing the same for each ofthe three 
calculations or sets of calculations that are shown 
on LJT-1? 

A. Yes. 
Q. With respect to the capacity that was 

used to generate the ESP price, did that include 
losses? 

A. I'm not sure what you mean when you say 
"the capacity used to generate the ESP price." 

Q. Conect. 
A. I'm not sure what you mean by that. 
Q. Well, you show an ESP price on line 16 of 

your Exhibit LJT-2, conect? 
A. Line 16 shows the price benefit. 
Q. Line 15. 
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A. Line 15 is the price that was stipulated. 
Q. Okay. And my question to you is does 

that price include a capacity price that includes 
losses? 

MR. NOURSE: Objection. 
You can answer. 

A. Those prices were provided to me by 
Mr. Roush. 

Q. Do you know whether those include losses? 
A. I believe they do. 
Q. Do they include ~ are they adjusted for 

scaling factors? 
A. These are the prices that would be 

applicable to the customer. The scaling factors are 
factors that are apphed to the RPM rates. 

Q. Do they or do they not include scaling 
factors? 

A. They would include the types of elements 
that the scaling factors represent. 

Q. So the answer would be yes? 
A. Yes; that they represent the types of 

elements that the scaling factors represent. 
Q. Did the ESP price include adjustments -

capacity price which has been adjusted for forecasted 
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pool requirements? 
A. It's the stipulated price, and I would 

have to defer to Mr. Roush for those specific prices. 
Q. So you don't know? 
A. I don't know. 
Q. Now, are any ofthe things we just talked 

about, 1&§ses, scaliHg factors, or forecasted pool -rr̂ ms 
requirements, in the MRO part ofyour comparison? 

A. Could you repeat tiiat? 
MR. NOURSE: (Record read.) 

A. The MRO aimual price, tiie generation 
component, which is based on cunent rates, would 
have in it losses, would have in it the pool impacts, 
would have all ofthose types of things in it, as 
well as reserve margin and all those types of things. 

And then the expected bid prices based on 
the market, which would reflect ~ would not reflect 
the pool but it would reflect, I guess ~ let me 
conect that. It would reflect whatever costs are in 
the 255 capacity cost and would reflect whatever is 
in the RPM cost ofthe bid price. 

Q. So would that eleinent of the bid price 
include losses? 

A. I believe all of these would include 
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losses. 
Q. Does it include scaling factors? 
A. Well, scalmg factors represent certain 

types of costs as discussed by Mr. Pearce, and those 
different costs would appear in all these elements. 

Q. So it does include them? 
A. It includes the components, yes. 
Q. When I say "includes the components," is 

that a yes? I'm not sure what you're saying? 
A. To say something includes a scale factor 

doesn't make sense. Scaling factor represents 
certain costs. 

Q. It includes an adjustment, your scalmg 
factors? 

A. It includes the costs that the scaling 
factors represent. 

Q. I wanted to talk to you about the numbers 
you used for fuel in your market rate offer price 
test calculation, and specifically, you used a fiiel 
number for coming up with your generation service 
price, conect? 

A. Yes. 
Q. And you used essentially the same number 

for fiiel for the entire period starting January 2012 
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tiirough the end of May 2015, conect? 
A. Yes. Thafs what my analysis did. 
Q. And you are aware, are you not, tiiat the 

company has made forecasts of its fliel costs and fiiel 
cost revenues, conect? 

A. There have been forecasts previously. 
l^*as»yes. . y,-. - :̂ «^-"' ..•.•-- •, 
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Q. And you have seen those conect? 
A. The forecasts as presented previously in 

the ESP. 
Q. Okay. In fact, your last deposition I 

showed you some forecast numbers, conect? 
A. Yes. 
Q. And those forecast numbers went past ~ 

or included forecasts for fiiel revenues beyond 2012, 
did they not? 

A. Yes. 
Q. And you didn't use any ofthe information 

from those forecasts, conect? 
A. No, I did not. 
Q. Would it be conect to say one would not 

expect AEP Ohio's fiiel costs to be the same in the 
three periods you show on your exhibit LJT-2? 

A. Actual fiiel costs will vary. 
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Q. So we would not expect them to be the 
same, conect? 

A Thafs conect. 
(EXHIBIT MARKED FOR IDENTIFICATION.) 

Q. Ms. Thomas, the court reporter has handed 
you what has been marked Exhibit 4. I don't want you 
to mention any numbers we will be talking about 
because ifwe mention any numbers, we have to 
segregate a portion ofthe record and I prefer not to 
do tiiat. 

Do you recognize this document? 
A. Yes. 
Q. Ifs a multipage document, is it not? 
A. Yes. 
Q. And these are a portion ofyour 

workpapers? 
A. Thafs conect. 
Q. And in the CD tiiat I received from your 

counsel, these workpapers were together in what I 
call a file or a folder. Would that make sense to 
you? 

A. Yes. 
Q. So these documents all relate to one 

another? 
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A. Yes, they do. 
Q. Okay. And the first page ~ I don't want 

to mention any numbers ~ but the first page says at 
the top "Market Rate Option Price Test," conect? 

A. Yes. Thaf s what if s titled. 
Q. There's a heading in the upper left that 

ib^?^iff^ifecreased Fuel Analysis, % Do ysu'see ^ " 
that? 

A. Yes. 
Q. And what does that mean? 
A. This is an analysis that shows how much 

you could increase fiiel costs during this period and 
still pass the test, pass the MRO price test. 

Q. Okay. There's another highlighted item 
at the bottom ofthe page that is entitled "Average 
Incremental Fuel." Do you see that? 

A. Yes. 
Q. And what is that? What do you mean by 

that? 
A. That is the average fiiel that could be 

charged ~ an additional amount that would be 
included in the fliel factor over the period, on 
average, such that you would still ~ you would come 
out with a zero or zero benefit of this particular 

Page 26 

test over the period. 
Q. Okay. So what this is showing then on 

the line that says Average Incremental Fuel, that is 
the amount that fuel costs could increase and have 
the ESP and MRO prices only equal zero, the 
difference. 

A. Yes. And it would be the average over 
the period that the fuel would average ~ that would 
include that additional amount on average over the 
period. 

Q. So this would be, for lack of a better 
word, a sensitivity analysis on fuel costs? 

A. Yes. 
Q. Did you do a sensitivity analysis on 

capacity costs? 
A. No, I did not I utilized the capacity 

components from the Stipulation. 
Q. Okay. So is it fair to read the first 

page of Exhibit 4, and particularly the line 
No. 3 that says "hicremental Fuel," as not being a 
forecasted number but just being a number that was 
plugged in to uhimately reach the difference between 
the ESP and MRO of zero? 

A. Right. It would be the average ~ 
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maximum average that you could include to get a zero 
resuh. 

Q. Okay. Now, have you compared tiie number 
that you have there in tiiis table for 2011 full fuel 
plus incremental fuel with any forecast ofthe fuel 
adjustment clause charge? 

A. I compared it tp^ifesA^tibreeest :. 
previously done for the ESP. 

Q. Okay. And is that the one you reference 
on Exhibit LJT-2? 

A. No. The one that we previously discussed 
in my deposition. 

Q. Okay. And what was the comparison that 
you made? 

A. That if you add up lines 2 and 3 from 
this analysis, tiiat that number is greater than any 
ofthe forecasted fuel amounts. 

Q. By how much? 
A. I don't recall by how much. I know that 

it was greater than the greatest ofthe three. I 
didn't average them, but it was greater than any of 
the yearly forecasts. 

Q. Was it by double, by a couple dollars, a 
couple cents? Any order of magnitude ofthe 
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difference? 
A. I think it kind of ranged from like $6 to 

a dollar, so on average it would be somewhere in 
between. 

Q. So the difference between the combined 
2011 full fuel and incremental fuel numbers that 
appear on Exhibit 4 and the forecast numbers you saw 
range between 1 and 6 dollars? 

A. That's my recollection. 
Q. Okay. Earlier you told me that the 

distribution investinent rider was part ofthe ESP. 
Do you remember that? 

A. It is part ofthe Stipulation. 
Q. All right. You also told me it was part 

ofthe ESP, did you not? 
A. I don't recall if thafs what I said or 

not. I know ifs part ofthe Stipulation. 
Q. Well, is it part ofthe ESP? 
A. I beheve so. 
Q. Okay. Now, are you aware of what the 

purpose of what I'll call the DIR is? 
A. Generally. 
Q. What is your understanding? 
A. That it accounts for distribution 
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investment that would occur over a period of time and 
allow the company recovery of a distribution 
investment. 

Q. Okay. Is it intended to recover the cost 
of fiiel? 

A. No. 
Q. Is it intended to recover the cost-Bfesisssfla---r 

purchased power? 
A. No. 
Q. Is it intended to recover the cost of 

complying with altemate or renewal power portfoho 
requirements? 

A. No. 
Q. Is it intended to recover the cost of 

complying with environmental laws and regulations? 
MR. NOURSE; I'll object to tiie extent 

you're talking about environmental regulations. Are 
you talking about those related to generation? 

MR. KUTDC; Do you have an objection or 
not? Don't coach. 

MR. NOURSE; I'm not. 
MR. KUTIK: Well, that's not what you 

just said and I would object. 
MR. NOURSE: I think your tenn 
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"environmental regulation" is vague. 
MR.KU11K: Okay. 

Q. You can answer my question. 
A. I guess to the extent that environmental 

regulation resulted in distribution investment, it 
would encompass that. 

Q. So you think part of the purpose of the 
DIR is to recover the cost of complying with 
environmental laws and regulations? 

A. No. What I said was that if 
environmental created distribution investment, its 
distribution investment is covered under the rider. 

Q. So it can be used, DIR, to recover the 
costs to comply with environmental laws and 
regulations? 

A. I don't believe there are any 
restrictions ofthat kind, you know, that would 
prohibit that because this is related to distribution 
investment. 

Q. So the answer to my question is yes, it 
can be used, the DIR can be used, to recover the cost 
of environmental laws and regulations so long as 
those costs are distribution-related? 

A. I believe so. But I would defer to 
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others who would be more knowledgeable on the 
specifics. 

Q. Well, ifs conect to say, is it not, 
that you determined what should be included or not be 
included in your MRO price test, conect? 

A. Yes. 
Q. And I wosdd assume 1o make that 

determination as to what should be in or not in, you 
would have to understand tiie various components of 
the ESP, conect? 

A. Yes; to an extent. 
Q. That would include the DIR, conect? 
A. Yes. 
Q. Now, would it be conect to say that the 

DIR is not included in your market rate offer price 
test? 

A. Thafs conect. 
Q. ft is part of the ESP, conect? 
A. Yes. 
Q. And it also would be conect to say it 

would not be part of an MRO, conect? 
A. ft's not generation-related, and the MRO 

price test is related to generation and the MRO is 
generation-related. 
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Q. Okay. Is it your understanding that only 
generation-related costs should be compared in the 
MRO price test, as you call it? 

A. I believe that the MRO price test, yes. 
should be an apples to apples generation comparison 
and other components are picked up through other 
elements in the aggregate analysis. 

Q. Okay. Isn't it tme that what is to be 
compared is the Electtic Security Plan and the MRO, 
conect? 

A. In the aggregate. 
Q. Right. And the DIR is part ofthe ESP, 

conect? 
A. In the aggregate, yes. 
Q. Okay. And does it come into play 

anywhere in anyone's testimony that you are aware of 
in making the comparison between the MRO and the ESP? 

A. I believe that element is addressed by 
other witnesses. 

Q. Tell me the witness or witnesses. 
A. I don't recall. Eitiier witness Allen or 

Hamrock. 
Q. Okay. Does Mr. Allen calculate the cost 

of tiie DIR? 
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A. I don't recall. 
Q. Does Mr. Hamrock? 
A. I don't recall. 
Q. But you didn't. 
A. I did not. 
Q. One of the otiier parts of the ESP tiiat 

*7ourmentioned earlier was the p^-fermination and . 
modification rider, conect? 

A. Yes. 
Q. And thafs generation related, conect? 
A. Yes. 
Q. And you did not put anything in your MRO 

price test that would account for or would indicate 
the cost of the pool termination or modification 
rider, conect? 

A. That's correct. 
Q. Now, would it be also conect to say that 

the pool termination and modification rider would not 
be part of an MRO? 

A. No. I would disagree with that. 
Q. Why do you disagree with tiiat? 
A. Because for the company to be in an MRO, 

you would have to deal with the pool to be in an MRO. 
Q. Do you believe that part of the 
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competitive bidding process bidders would include 
something for the pool modification and termination 
rider? 

A. No. That would not be in the competitive 
bid price. 

Q. It wouldn't be in the MRO price either. 
conect? 

A. It would not be in the price as laid out 
on the price test, but it would have to be something 
that is dealt with ifthe company were to be in an 
MRO. 

Q. It would not be part of the MRO price. 
conect? 

A. Thafs conect. 
Q. Is there a POLR charge anywhere in your 

MRO price test? 
A. To the extent that it exists as part of 

2011 rates, it is included, and to the extent that it 
is included in the transaction risk adder for a 
competitive bid, yes. 

Q. Okay. Well, I guess what I'm talking 
about is the POLR charge from AEP. That would be in 
the generation service price portion ofthe MRO 
price? 
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A. Yes. 
Q. And what value did you use for the POLR 

charge? 
A. I believe embedded in the base charge is 

the cunent POLR rate. I believe the ~ I don't 
recall the cunent average rate thafs embedded in 
there. ••,..3s»?*ai-.i'""-r • ...-••• . - "^s^ 

Q. Somewhere around $3? 
A. I believe so. 
Q. Is the cunent EICCR also in the base ESP 

"g" rate thafs shovm in your generation service 
price on Exhibft LJT-2? 

A. Yes. 
Q. And whafs the value of that? 
A. I believe thafs about 90 cents. 
Q. Would it be fair to say that the proper 

POLR charge for the ESP that cunently exists is 
cunently something thafs being litigated in the 
remand ofthe first ESP case? 

A. The current POLR is the subject of a 
current remand, yes. 

Q. And the current $3 is the value that the 
AEP has advocated as the proper charge? 

A. Yes, thafs the current charge. 
Page 3 6 

Q. Other parties, like the staff, have 
• advocated a lower charge? 

A. Yes. 
Q. And if it tums out that the other 

parties are correct and AEP is not, then the proper 
number to use in your calculation for the 2011 base 
ESP "g" rate would be a lower number, conect? 

MR. NOURSE: I would object to the extent 
it calls for speculation and review ofthe entire 
Commission order. 

Q. Conect? 
A. I would have to look at exactiy what the 

Commission order says. 
MR. KUTIK: You know, that is a totally 

improper objection. "Looking at the Commission 
order" is not an objection. 

MR. NOURSE: Your hypothetical was 
unclear. 

MR. KU IlK: WeU, tiien thafs what you 
say. 

MR. NOURSE: Ifs tiie same objection I 
make in the hearing. 

MR. KUTIK: Thaf s what you say. You're 
coaching the witness. 
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MR. NOURSE; I am not 
MR. KUTDC: So stop. 

Q. As a matter of math, if the POLR charge 
that should be included in the cunent ESP rate is 
lower than the $3 or so number that you used, isn't 
it tme that the MRO price per your calculations or 
calculation methodology^'^^Mteiower? . -

A. Yes. 
Q. Okay. And ifthe MRO price is lower than 

the ESP MRO benefit, then the ESP would be less. 
conect? 

A. The MRO price test would show a lesser 
amount, yes. 

Q. Thaf s j ust a matter of math, conect? 
A. Thafs conect; but being sure that you 

have the proper number. 
Q. Sure. I'mjust talking about 

relationships here. You understood that. 
A. Yes. 
Q. Are you aware of what the staff had 

recommended as the proper POLR charge for the first 
ESP on the remand? 

A. My recollection is the staff had a number 
of positions. 
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Q. Okay. Did the staff advocate that the 
POLR charge should be 12 percent of what AEP had 
recommended? 

A. I believe their witness said that they 
were not changmg what they had - their position 
from the prior ESP case. 

Q. That it would be 12 percent of what you 
were recommending? 

A. No. 1 believe the witness advocated it 
was the full - the POLR amount that tiie Conunission 
had approved. 

Q. So it is your view tiie staff did not 
recommend that the POLR charge should be 12 percent? 

MR. NOURSE: Objection. You are 
refening to remand proceeding? 

MR. KUTIK: You made your objection. 
Q. You can answer my question. 
A. The staff testimony was that tiiey were 

not changing their position. 
MR. KUTIK; Can you read my question. 
(Record read.) 

Q. Thafs your view, conect? 
A. The staff testimony didn't change what 

they had previously advocated. 
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Q. So tiie staff did not take a position that 
the POLR ~ proper POLR charge should be 12 percent 
of what you recommended? 

A. Not in their testimony. 
Q. At any point, in terms of their briefing. 

whatever. 
., . f A—-I don't :fecall the specifics of what they -i,*^^^^ 

put in their brief I recollect a change, but I 
don't recall the specifics. 

Q. So you don't know what the staffs 
ultimate position was? 

A. I don't recall. 
Q. I believe you told me earlier that your 

2011 base ESP "g" rate ofyour generation service 
price in your MRO price test included some amount for 
rider EICCR, conect? 

A. Yes. 
Q. And that was about 90 cents, conect? 
A. Thafs my recollection. 
Q. Was it the same for each year? 
A. Yes. 
Q. And is that because ~ is the number used 

the number that reflects the cunent level ofthat 
rider? 
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A. Yes. ft reflects 2011 costs. 
Q. Does it reflect 2011 costs, or does it 

reflect what that rider is cunently? 
A. ft reflects 2011 costs. 
Q. And does it reflect what the rider is 

cunentiy? 
A. There's a lag with the cunent rider. 

That only reflects 2010 costs at the moment. 
Q. So you adjusted the cost to reflect the 

2011 costs? 
A. Yes. 
Q. Were you provided with any forecast of 

environmental costs and carrying costs associated 
with those for any part ofthe ESP proposed? 

A. Those were not provided to me. 
Q. Okay. Did you ask for them? 
A. No. 
Q. Have you seen any? 
A. I believe the company provided 

information in various data requests but I don't 
recall the specifics. 

Q. But you may have seen some data requests? 
A. I believe thafs the case, yes. 
Q. Okay. Did you review the testimony of 
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all ofthe witnesses in this case? 
A. Are you talking about the Stipulation or 

are you talking about ~ 
Q. All ofthe testimony. 
A. The company's testimony? 
Q. Conect. 
A. The coirpfflys testiffrotiy, I believe I read 

them at some point in time. 
Q. Okay. To tiie extent there were any 

workpapers attached to the application or submitted 
with the apphcation, did you review them? 

A. Not the workpapers of all the witnesses. 
Q. That wasn't my question. Are you aware 

there were certain workpapers, such as yours, filed 
along with the application? 

A. Yes, there were workpapers. 
Q. Thafs the workpapers I was referring to. 

workpapers with the apphcation. Did you review 
those workpapers? 

A. No. 
Q. So the only workpapers you reviewed were 

your workpapers? 
A. Yes. 
Q. Did you review the workpapers of any 
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witnesses in this case? 
A. Any of the company witnesses? 
Q. Conect. 
A. Not that I recall. Let me conect that. 

with the exception of certain workpapers that were 
provided to me by Mr. Roush. I did review those 
because I used those. 

Q. What workpapers were those? 
A. Workpapers that supported the cunent ESP 

prices and the proposed ESP prices where he gave 
me ~ provided me the realizations. 

MR. KU IIK: Could you read that answer. 
please. 

(Record read.) 
Q. What does that mean? 
A. Mr. Roush gave me copies of his 

workpapers, at least a final workpaper, that provided 
the realizations that I utilized in my MRO test for 
the ESP base "g" rates and the proposed and then the 
Stipulation ESP prices. 

Q. I will portray my ignorance. What is 
"realization"? What is that? 

A. Ifs the average cents per kilowatt-hour. 
Q. Okay. I beheve you told me earlier that 
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tiie GRR is part of tiie ESP, conect? 
A. Yes. 
Q. And would it be conect to say tiiat the 

GRR is not included in your market rate offer price 
test? 

A. Thafs conect. 
5ii.-4^^5«Would it be also conect to say tha|*b@—̂  . - —-. 
GRR, if it was to be included, would not be included 
in the MRO part of that calculation? 

A. I believe tiiaf s conect. 
Q. Are you aware now that the GRR is 

intended potentially to recover costs associated with 
the Tuming Point project? 

A. I believe tiiaf s one of the projects that 
the Commission could put into tiie GRR for recovery of 
costs. 

Q. Are you aware of whether there has been. 
or is there within AEP, any data for what the revenue 
requirements for tiie Tuming Point project might be? 

A. I don't recall. 
Q. You don't know whether you have seen that 

or not? 
A. Yeah, I can't remember. 
Q. Do you know whether tiiere is intended to 
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be within the ESP any recovery for the Timber Road 
project? 

A. The Stipulation specifies any ofthose 
costs would go through the FAC or AER. 

Q. And those are both bypassable, conect? 
A. Yes. 
Q. And do you know whether there are any 

estimates within AEP of any costs associated with the 
Timber Road project? 

A. I don't know. 
Q. Would it be conect to say there is no 

value for an AER charge that appears in your MRO 
price test? 

A. Ifs not a separate item, but it is 
cunently combined with the FAC so they're in there 
togetiier. 

MR. KUTDC; Off the record. 
(Discussion off record.) 
(Recess taken.) 

Q. Ms. Thomas, what is your understanding of 
what the proposed term ofthe ESP is? 

A. My understanding is the ESP ranges from 
January of 2012 through May of 2016. 

Q. Would it be conect to say in your MRO 

ARMSTRONG & OKEY, INC 

11 (Pages 41 to 44) 

Columbus, Ohio (614) 224-9481 
bfecce27-09aM492-a9a8-76dcdd2cd5be 



Laura Thomas 

1 
2 
3 
4 
5 
6 

' 7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
2 1 
22 
23 
24 

Page 45 

price test you did not include any figures for the 
period June '15 through May '16? 

A. The tests shown in my Exhibit 2, thafs 
conect. 

Q. Are tiiere any such calculations in your 
workpapers? 

A. I ha vsifesj^msei;©, a data request where.; r-
1 provided information for the 2015-2016. 

Q. Who is that data request to or from? 
A. FES, I believe. 
Q. All right. Was that fairly recent? 
A. Earlier this week. 
Q. Okay. And with respect to ~ and what 

data did you provide for that period? 
A. Basically showed tiiat for that period the 

expected bid price and the ESP price would be 
identical, both being driven by the auction. 

Q. Okay. Did you come up witii any 
calculations that compared the MRO price and the ESP 
price for the period June 2015 to May 2016? 

A. It shows that the expected bid price. 
which is equal to the MRO price, which is equal to 
the ESP price for the period of June '15 to May '16. 

Q. So is it the case that in your 
— - • — — - - - • 
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calculation you did not do any blending of a 
generation service price and an expected bid price 
for the period June to ' 15 to May 2016? 

A. Thafs conect; it is a 100 percent 
expected bid price. 

Q. Would it be your belief that the statiite 
allows you ~ by statute, I mean SB 221 ~ allows you 
not to blend the generation service price and an 
expected bid price in the year starting June 2015? 

THEWIINESS: Could you repeat that, 
please? 

(Record read.) 
A. As a layperson reading that, I believe 

that in '15, given that the other provisions ofthe 
Stipulation where the EDU will no longer have any 
generation, that you would no longer have the 
blending. 

Q. So the answer to my question, as a 
layman, is that statute would allow you not to blend 
to come up with your MRO price? 

A. Because of the other provisions of the 
Stipulation. 

Q. Now, if there was an MRO that would be in 
place during any part ofthe proposed ESP period. 
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would it be conect to say that it would be tiie first 
filed MRO for AEP? 

A. I guess under the hypothetical that AEP 
Ohio filed an MRO, yes. 

Q. And is it the case that AEP Ohio, or tiie 
two conpanies that conprise AEP Ohio, as of July 31, 
2008-, owned, in whole or in part, oper§^ î«aBer,s!s:*----.: ,, 
generation facilities that had been used and useful 
in Ohio? 

A. Yes. 
Q. So as a matter of a sensitivity analysis 

or whatever, would it be fair for me to assume that 
you have done no calculation for the period June 2015 
to May 2016 where you used the generation service 
price to make a comparison between the MRO price and 
the ESP price? 

A. Thafs conect. 
Q. Have you reviewed Mr. Fortney's testimony 

that was recently filed in this case? 
A. I briefly read it. 
Q. Did you look at his metiiodology of his 

conparison ofthe ESP and MRO? 
A. Just briefly. 
Q. Okay. Did you review it enough to 
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understand what he did? 
A. In general, I believe he did - he looked 

at things on a calendar year basis and then he came 
to the conclusion in his test that an ESP was more 
favorable. 

Q. Did you ever have any discussions witii 
Mr. Fortney about how to do the MRO versus ESP price 
test? 

A. No. 
Q. Did you have any discussion with 

Mr. Fortney about his testimony at all? 
A. No. 
Q. Do you know whether anyone at AEP had 

discussions with Mr. Fortney about his testimony? 
A. I don't know. 
Q. Did Mr. Fortney include a value for the 

GRR? 
A. I don't recall. 
Q. If he did, would he be wrong to have done 

tiiat? 
A. Based on the infomiation I have, I don't 

believe the GRR should be included. I don't know 
what his reasons are for including it, so I can't say 
he's right or wrong. 
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Q. Did you provide any calculations to 
anyone as far as this MRO price test during the 
course ofthe negotiations for the Stipulation? 

MR. NOURSE: I object You're asking for 
information relating to the settlement and compromise 
negotiations and supervised by an attomey. Can you 

- rcphiaS^-'alid asklfdifferentiy? '•m'>«ms 
MR. KUTDC; I'm not exactly sure what 

your objection is. I don't beheve that it is proper 
to preclude the witness from testifying about 
settlement discussions in a deposition. You may have 
a basis to object about the admissibility ofthat. 
but I tiiink I am allowed to inquire with respect to 
settlement discussion in the context of a deposition. 

MR. NOURSE: Weft, okay, ifyou're just 
asking whether she provided information during some 
time period to that effect, thafs one thing. I will 
direct her not to answer to the extent she's 
disclosing any ofthe settlement discussions or 
specifically her input or consuftation about 
positions taken or information conveyed in that 
process. 

MR. KUTIK: Well, again I want you to 
make sure you're clear. I don't beheve tiiat you 
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have a settiement privilege. You have a privilege 
when there is a common interest. There is no common 
interest until there has been a settlement. So up 
until the time of settiement, you are adverse and 
there is no privilege. 

Now if you want to instmct her not to 
answer questions with respect to her conversations 
with you, okay. 

MR. NOURSE; 1 thought you were asking 
about providing the AEP people in house. She already 
said she wasn't involved in that. 

MR. KUTIK: Again, that was a nice coach. 
too. 

MR. NOURSE; She said that clearly 
earlier, David. 

MR. KUTIK: Again, you are reminding her 
of her testimony. 

MR. NOURSE; With that instmction, if 
you want to go ahead and answer. 

Q. Other than your counsel, exclude counsel. 
did you provide calculations ofthe MRO test to 
anyone during the negotiations ofthe Stipulation? 

A. Yes. 
Q. Who did you provide it to? Excluding 
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counsel, who did you provide calculations to? 
A. Rich Munczinski and Joe Hamrock. 
Q. And when did you provide them with 

calculations? 
A. I believe that was September 6. 
Q. Was September 6 the first time since you 

i^^.f'i'-iiad filed your supplemental-testjffiony that you had ] 
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undertaken to do a market price offer test 
calculation? 

A. Yes. 
Q. And were tiie numbers tiiat you showed 

Mr. Hamrock and Mr. Munczinski the same numbers that 
are displayed in Exhibit LJT-2? 

MR. NOURSE: I object and direct her not 
to answer. You are getting into substance of things 
provided prior to the Stipulation being finalized to 
people in-house. It is one thing to ask if it 
occuned; but we're not going to get into the 
substance of what was in that analysis. 

MR. KUTIK; All I asked was ifthey were 
different, thafs all. 

MR. NOURSE: You can answer that. We are 
not going to get into substance. 

A. Shghtly. 
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Q. Now, you said you had reviewed 
Mr. Fortney's testimony. 

A. I read it briefly. 
Q. Okay. Did you review the testimony of 

any other witness filed by any party other than AEP 
Ohio in this case? 

A. Regarding the Stipulation? 
Q. No. Any testimony filed in this case. 

have you looked at? 
A. Yes. I looked at some of the other 

intervenor testimony and staff testimony filed back 
sometime July or August, somewhere back there. 

Q. Okay. Did you review the testimony of 
Mr. Schnitzer. 

A. Yes. 
Q. Did you review the testimony of any other 

FES witiiess? 
A. I believe I briefly read the others. 
Q. Did you review Mr. Schnitzer's testimony 

to be able to comment on it today? 
A. No. I had reviewed ft a few weeks ago. 
Q. Okay. So you're unable today to provide 

any comments on Mr. Schnitzer's views, as he 
expressed previously? 
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A. Only to the extent I recall. 
Q. Yes, thafs what I'm asking, what you 

recall. 
A. Oh, I thought you said "Am I able to 

comment." 
Q. Thafs right. Are you? 

ŝ5?̂ «5̂ *̂ *M5nahswer was "to tiie extent TreijMft^ " " 
Q. So please tell me what you thought of 

Mr. Schnitzer's testimony. 
A. I believe he has a number of enors in 

his testimony. 
Q. And what were his enors? 
A. I believe he has enors in his capacity. 

enors in his energy components of his competitive 
benchmark price. 

Q. Okay. Anything else? 
A. Those are the two that jump out at me 

immediately. I don't recall what else there is. 
Q. Okay. And what are the enors 

Mr. Schnitzer had in his capacity? 
A. Just numerically, set aside the issue of 

whether RPM is appropriate or not. Numerically he 
did not include the appropriate scalers that are 
applicable to what CRES providers pay under the RPM 
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rates. 
Q. And what would those be? 
A. The scalers that appear ~ I beheve 

Mr. Pearce shows how those scalers work in his 
testimony. 

Q. In his testimony for the Stipulation? 
A. Yes. 
Q. Any otiier enors that Mr. Schnitzer had 

in his discussion of capacity? 
A. Other than what I mentioned, his position 

about that it needed to be RPM. Numerically, thafs 
the one that jumps out. There may be others. Ijust 
don't recall. 

Q. What enors did he make in his discussion 
about energy? 

A. Basically picked a date to create an 
artificially low energy price. 

Q. Why do you say he picked a date to create 
an artificially low energy price? 

A. Because if you look at any other dates 
around what he picked or any other dates smce then. 
that one date that he picked had lower prices than 
anything around ft. 

Q. Okay. Anything else? 
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A. Ijust don't recall. There may be 
others. I just don't recall. 

Q. Did you make any notes of your review of 
Mr. Schnitzer's testimony? 

A. I beheve I provided a few notes to my 
counsel. 

. Q. Okay. Otiier tiian.-fewstts'that^you ^ v e 
to counsel, any other notes, any personal notes? 

A. Not that I recall, no. 
Q. Do you have any comments on any other FES 

witness whose testimony you read? 
A. Not that I recall. 
Q. Do you have any comments on any other 

witness from a party other than AEP? 
A. Not that I can recall at this time; 

MR. KUTIK; Lef s go off tiie record. 
(Discussion off record.) 
(EXHIBIT MARKED FOR IDENTIFICATION.) 

Q. The court reporter has handed you what 
has been marked for identification Exhibit 5 in this 
deposition. Do you recognize that? 

A. Yes. 
Q. And this is an exhibit that comprises two 

pages, conect? 

Page 56 

A. Yes. 
Q. The first page has marked at the top 

right lEU Intenogatory 91 Attachment 1, and the 
second page is Attachment 2, conect? 

A. Yes. 
Q. And did you prepare these? 
A. They were prepared at my direction. 
Q. And would it be fair to say the 

information thafs displayed on these two pages was 
the information that you relied upon to come up with 
your values for the retail adminisfration fee and the 
transaction risk adder in addition to the values that 
you discussed earlier relating to AEP? 

A. This is the support from the initial 
filing. In my workpapers for the Stipulation, I had 
modified workpapers that included the additional 
information as well as some summary columns out to 
the right-hand side and an additional tab that looked 
at those two pieces in the aggregate. 

Q. And what was that workpaper called; do 
you recall? 

A. I don't recall the titie, but I believe 
ft includes the words "risk adder" and "retail admin 
fee" in tiie title of file. I 
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1 Q. And ft includes the information thafs 
2 shown on Exhibit 5 plus additional? 
3 A. Thafs conect. 
4 MR. KUTDC; That's aft I have. Thank 
5 you. 
6 

,«^--. •: ... EXAMINATION •,a««&sB^*3P*"-r. 
8 ByMr. Dan; 
9 Q, One small area I want to cover. In 

10 response to a question earlier today you made 
11 reference to the fact there had been no adjustinent 
12 made for the POLR rate thafs cunently the subject 
13 of tiie repeal. Do you recaft that? 
14 A. Yes, I do. 
15 Q. An additional issue thafs cunently 
16 subject to the remand hearing is what has been 
17 refened to as the 2001 -2008 incremental investment. 
18 Are you aware of that as well? 
19 A. Yes. 
2 0 Q. Was any adjustment made in your 
21 calculation ofthe going-forward ESP price, the one 
2 2 that ~ excuse me ~ the MRO price that was based on 
2 3 the 2011 rate made for the 2001 -2008 incremental 
2 4 investment? 
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1 A. No adjustments were made. 
2 Q. And going back to the question, or along 
3 a similar line, if the adjustment were made, what 
4 would be the effect on the ESP MRO comparison if that 
5 amount were taken out? 
6 A. It would reduce the generation price just 
7 mathematically. Not knowing what tiie limits of fliat 
8 order might be, if you reduced the base "g" price, 
9 the MRO pricing would decrease and tiie benefit would 

10 decrease. 
11 Q. Have you attempted that calculation? 
12 A. To remove all of those costs? 
13 Q. To remove the 2001-2008 incremental 
14 investment. 
15 A. No. 
16 MR. DARR: Thaf s aft I have. 
17 Thank you. 
18 MR. KUTIK: Does anyone on the phone have 
19 any questions. 
2 0 MR. BONNER: No questions. 
21 MR. NOURSE: Maureen? 
2 2 MR. KUTIK: Hearing none. 
2 3 While we were off the record, I indicated 
2 4 to counsel my desire not to have to seal anything in 
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1 what we have marked as Exhibit 4. Exhibit 4 does 
2 include the legend at the bottom of the page 
3 "Restricted, Access Confidential." 
4 Counsel, will you take that under 
5 advisement? 
6 MR. NOURSE: Yes. We will check tiiat and 

„ 7 • get back to yDu,:hyl;'^ this point it is marked 
8 restricted access and subject to protective agreement 
9 and should be freated confidentially at this time. 

10 MR. KUTDC: But that doesn't limit, at 
11 least for our purposes, the court reporter's ability 
12 to make comments of that document? 
13 MR. NOURSE: To the extent you need to 
14 for deposition exhibits and ifyou're distributing 
15 that to anybody other than the parties in the room, I 
16 would need to be aware ofthat to make sure they're 
17 covered by the protective agreement. 
18 MR.KUTIK; And at tiiis point, wih you 
19 indicate whether you wish to read or waive? 
2 0 MR. NOURSE: Read. 
21 (The deposition concluded at 3:45 p.m.) 
22 
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24 
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1 State of Ohio : 
: SS: 

2 County of : 
3 I, Laura J. Thomas, do hereby certify that I 

have read the foregoing transcript of my deposition 
4 given on Thursday, September 22,2011; that together 

with the correction page attached hereto noting 
5 changes in form or substance, if any, it is tme and 

correct. 
6 
7 

Laura J. Thomas 
8 
9 I do hereby certify that the foregoing 

transcript ofthe deposition of Laura J. Thomas was 
10 submitted to the witness for reading and signing; 

that after she had stated to the undersigned Notary 
11 Public that she had read and examined her deposition, 

she signed the same in my presence on the 
12 day of ,2011. 
13 

14 Notaiy Pubhc 
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CERTIFICATE 
State of Ohio 

SS: 
3 County of Franklin : 
4 I, Rosemary F. Anderson, Notary Public in and 

for the State of Ohio, duly commissioned and 
5 qualified, certify that the within named Laura J. 

Thomas was by me duly swom to testify to the whole 
6 truth in the cause aforesaid; that the testimony was 

™pi»^^aken down by me in stenotypy in tlje pre«q}^«f«aid 
1 witness, alterwards transcribed upon a computer; that 

the foregoing is a true and correct transcript ofthe 
8 testimony given by said witness taken at the time and 

place in the foregoing caption specified and 
9 completed without adjournment. 

10 I certify that I am not a relative, employee, 
or attomey of any ofthe parties hereto, or of any 

11 attomey or counsel employed by the parties, or 
financially interested in the action. 

12 
IN WFTNESS WHEREOF, I have hereunto set my 

13 hand and affixed my seal of office at Columbus, Ohio, 
on this 23rd day of September, 2011. 

14 
15 

16 

17 
18 
19 
20 
21 
22 
23 
24 

Rosemary F. Anderson, 
Registered Professional Reporter, 
and Notary Public in and for the 
State of Ohio. 

My commission expires April 5, 2014. 
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thiStsgaseti FaSl Analysis: 

AEP Ohio 
Electric Security Plan 

Stipulation Market Rate Option Test 
Market Rate Option Price Test 

Generation Service Price 

2012 

(1) 

Jan 2013-May Jun 2014-May 

2014 2015 

(2) (3) 

Wtd Average 
(4) = weighted (1), 

(2) and (3) 

1 2011 Base ESP'g'Rate 
2 2011 Full Flie! 
3 [ncreiTigntal Fuel 

4 Total Gerieralloh Service Price 

27.12 
33.01 

7.45 

27.04 
33.00 

7.45 

27.D4 
33.00 
7.45 

27.06 
33.00 
7.45 

67.58 67.49 67.49 67.51 

Expected Bid Price 

5 Cpmpetitive Benchmark - Capacity Cost 
6 Shopping Benchmark Weiglit 

7 CGmpelitive Benchmark - RPM 
8 Shopping Benchmark Weight 

9 Expected Bid Price 

70.53 
79% 

57.16 
21% 

74.66 
66% 

68.68 
34% 

79.85 
59% 

72.32 
41% 

67.72 69.23 76.76 

74.95 

62.21 

70,98 

MRO Pricing 

10 Generation Service Price 
11 Generation Service tA/eight 

12 Expected Bid Price 
13 Expected Bid Weight 

14 MRO Annual Price 

67.58 
90% 

67.72 
10% 

67.49 
77% 

69.23 
23% 

67.49 
66% 

76.76 
34% 

67.59 67,89 70.64 

67.51 

70.98 

68.60 

MRO - ESP Price Coinparlson 

15 MRO Annual Price 67.59 67.89 70.64 68.60 

16 Stipulation ESP Price 
17 + Incremental Fuel 

59.71 
7.45 

61.34 
7.46 

62.34 
7.45 

61.15 
7.45 

18 Adjusted Stipulation ESP Price 67.16 68.79 69.79 68.60 

19 ESP Price Benefit* 0.43 (0.90) - 0.85 0.00 

:B/ :E;gi iE: ; : i« iSi i^EjyTAi iaEi i : : 7.46: 

* Includes "Renewable and Energy Efficiency Adjustment", Forecasted Fuel 
** Does not include all ESP Benefits iilcluded in the Settlement 

EXHIBIT 

^ 



AEP Ohio 
Electric Security Plan 

Percentage Weightings 

Generation Service / Expected Bid Price Weightings 

Year 

.Calendar 2012 

Jan 2013-May 2014 

Jun 2014-iVlay 2015 

Period 

Jan-Pee 2012 

Jan - Dec 2013 
Jan-May 2014 

Jun - Dec 2014 
Jan-May 2016 

Months 

12 

12 
5 

7 
5 

Percentage 
Generation Service 

90% 

77% 

66% 

80% 
70% 

70% 
60% 

Percentage 
Competitive 

• Benchmark •;-

10% 

23% 

34% 

20% 
30% 

30% 
40% 

Gpmpetitiye Benchmaric/ Shojjping Weighting 
Year 

Calenciar2012 

Jan 2013-May 2014 

Jun 2014-IVlay 2015 . 

Perioel 

Jan-Dec 2012 

Jan-Dec 2013 
Jan-May2014 

Jun - Dec 2014 
Jan-May 2015 

Months 

12 

12 
5 

7 
5 

Percentage 

79% 

66% 

59% 

69% 
59% 

59% 
59% 

Percentage 

21% 

34% 

41% 

31% 
41% 

41% 
41% 

Revised - LJT-MRO PRICE TEST W INCR FUELxIs 
Pet Wts Tab 



AEP-Ohio 
Weighted Average Market Prices based on AEP-Ohio Composite lVIarl<et Prices 
Competitive Benchmark Using $255/fMW-Day for Capacity 

CSP 
Residential .,_^^ 
Commercial 
Industrial 
Total 

2012 
U-^ . - 7B.47. 

70.53 
64.06 
72.10 

Jan 2013-
May2014 

82.59 
74.21 
68.50 
76.23 

Jun 2014-
May20l5 

-- 8a>35. 
78.91 
73.59 
81.52 

Total 
Jan 2012 -
IVlay 2015 

83.07^ 
74.47 
68,67 
76.55 

OPCo 
Residential 
Commercial 
industrial 
[Total 

2012 
78,47 
70,53 
64.06 
69.47 

Jan 2013-
May2014 

82.59 
74.21 
68,60 
73.60 

Jun 2014-
May2015 

:88.35 
78:91 
73.59 
78:74 

Total 
Jan 2012 -
May 2015 

83.03 
74.44! 
68.72 
73.88 

AEP-Ohip 
Residehtial 
Commercial 
Industrial 
1 Total 

2012 
78.47 
70.53 
64.06 
70.53 

Jan 2013-
May20l4 

82.59 
74.21 
68.50 
74.66 

Jun 2014-
may20l5 

88-35 
78.91 
73.59 
79.85 

Total 
Jan 2012-
May2015 

83.05 
74,451 
68.70 
74.95 

Revised - LJT-MRO PRICE TEST W INCR FUEL.xIs 
Cap Cost Mkt Price Tab 



AEP-Ohio 
Weighted Average Market Prices based on AEP-Ohio Composite Market Prices 
Gompetitive Benchmark Using $2S5/MW-Day for Capacity 

CSP 
Residential 
iConiifiefcial 
Industrial 
Total 

2012 
$587,120,387 
$356,634,945 
$316,161,724 

$1,259,917,056 

Jan 2013- May 
2014 

$878,939,298 

Jun 2014- May 
2015 

$662,412,9,60 
$506,275,462:4:3^385^09,497 
$477,506,650 

$1,862,721,410 
$356,977,731 

$1,405,000,188 

Total Jan 2012-
May 2015 

$2,128,472,645 
$1,248,519,904 
$1,150,646,105 
$4,527,638,654 

OPCo 
Residential 
Commercial 
Industrial 
Total 

2012 
$57^,707,418 
$382,0Q4,$86 
$849,685,434 

$1,808,397,438 

Jan 2013- May 
2014 

$853,790,643 
$532,189,594 

$1,305,397,650 
$2i691:,377,887 

Jun 2014- May 
2015 

$631,225,410 
$401,983,322 
$994,576,209 

$2,027,784,941 

Total Jan 2012-
May2015 

$2,061,723,471 
$1,31:6,177,502 
$3,149,659,293 
$6,527,560,266 

AEP-Ohio 
1 Residential 
1 Commercial 
Industrial 
iTotal 

2012 
$1,163,827,805 

$738,639,531 
$1,165,847,158 
$3,068,314,494 

Jan 2013- May 
2014 

$1,732,729,941 
$1,038,465,056 
$1,782,904,300 
$4,554,099,297 

Jun2014- May 
2015 

$1,293,638,370 
$787,592,819 

$1,351,553,940 
$3,432,785,129 

Total Jan 2012-
May2015 

$4,190,196,116 
$2,564,697,406 
$4,300,305,398 

$11,055,198,920 

Revised - LJT-MRO PRICE TEST W INCR FUEL.xIs 
Cap Cost Mkt Rev Tab 



AEP-Ohio 
Weighted Average Market Prices based on AEP-Ohio Composite Market Prices 
Competitive Benchmark Using RPM Capacity Prices 

esp 
Residential 
Commercial 
Industrial 
ITotal 

2012 
60.62 
57.16 
54.35 
57.85 

Jan .2013; 
-'• May 25i4 

61.26 
58,33 
56.78 
59.16 

Jun ,2014-
May2015 

78.2@ 
71.59 
67.97 
73.47 

Total 
Jan 2012-
May 2015 

66.051 
61.84 
59.30! 
62.94 

OPCo 
Residential 
Commercial 
Indtisti-ial 
Total 

2012 
60.62 
57.16 
54.35 
56.71 

Jan 2013-
May 2014 

61,26 
58.33 
56.78 
58.35 

Jun 2014-
May 2015 

78.26 
71.59 
67.97 
71.54 

Total 
Jan 2012-
May 2015 

65.96 
61.79 
59.381 
61.71 

AEP-Ohio 
Residential 
CommerGial 
Industrial 
ITotal 

2012 
60.62 
57.16 
64.35 
57.16 

Jan 2013-
May2Q14 

61.26 
58.33 
56.78 
58.68 

Jun 2014-
May2015 

78.26 
71.59 
67.97 
72.32 

Total 
Jan 2012 -
May 2015 

66.01 
61.82 
59.36 
6221 

Revised - LJT-MRO PRICE TEST W INCR FUEL.xIs 
RPM Mkt Price Tab 



AEP-Ohio 
Weighted Average Market Prices based on AEP-Ohio Composite Market Prices 
Gompetitive Benchmark Using RPM Capacity Prices 

CSP 
Residential 
Commercial 
Industrial 
Total 

2012 
$453,564,902 
$289,029,540 
$268,238,990 

$1„010,833.432 

Jan 2013- May 

'$651,941,172" 
$397,938,926 
$395,807,702 

$1,445,687,800 

Jun 2014- May 
2015 

$586,762,176 
$349,838,853 
$329,715,673 

$1,266,318,702 

Total Jan 2012-
May2015 j 

$1,692,^68,250 
$1,036,807,319 

$993,762,365 
$3,722,837,934 

OPCo 
Residential 
Comniercial 
Industrial 
Total 

2012 
$445,620,628 
$309,589,992 
$720,892,965 

$1,476,003,585 

Jan 2013- May 
2014 

$633,287,502 
$418,307,762 

$1,082,050,782 
$2,133,646,046 

Juri 2014- May 
2015 

$569,136,396 
$364,693,778 
$918,621,347 

$1,842,451,521 

Total Jan 2012-
May 2015 

$1,637,944,526 
$1,092,591,532 
$2,721,565,094 
$5,452,101,152 

AEP-Ohip 
Residential 
Commercial 
Industrial 
Tdlal 

2012 
$899,085,530 
$598,619,532 
$989,131,955 

$2,486,837,017 

Jan 2013- May 
2014 

$1,285,228,674 
$816,246,688 

$1,477,858,484 
$3,579,333,846 

Jun 2014- May 
2015 

$1,145,898,572 
$714,532,631 

$1,248,337,020 
$3,108,768,223 

Total Jan 2012 -
May 2015 

$3,330,212,778 
$2,129,398,851 
$3,715,327,459 
$9,174,939,086 

Revised - LJT-MRO PRICE TEST W INCRFUEL.xls 
RPM Mkt Rev Tab 



AEP-Ohio 
Weigiifed Average Base G Prices (excl POLR and Env) 

CSP 
Residential 
Commercial 
Industrial 
Total 

2012 
22.34 

- 28:3F 
16.40 
M M 

Jan 2013-
IVlay2014 

22.34 
28.36 
16.40 

; 22.34 

Jun 2014-
May2015 

22.34 
28.36 
16.40 
22.38 

Total 1 
Jan 2012- | 
May2015 

2234: 
28;36: 
16.40 
22371 

OPCo 
Residentja] 
Commercial 
Industrial, 
j Total 

2012 
26;41 
28.74 
20,05 
23.65 

Jan 2013-
May 2014 

26.41 
28.74 
20.05 
23.55 

Jun 2014-
M,ay2015 

26.41 
28.74 
20.05 
23.53 

Total 
Jan 2012 -
May 2015 

26.41 
28.74 
20.05 
23,58 

AEP-Ohio 
Residential 
Commercial 
Industrial 
Total 

2012 
24.36 
28.56 
19.06 
23.15 

Jan 2013-
May 2014 

24.35 
28.55 
19.07 
23.07 

Jun 2014-
May2015 

24.33 
28.65 
19,09 
23.07 

Total 
Jan 2012 -
May 2015 

24.34 
28.56 
19.07 
23,09 

Adj:|y:*|:^.01 dtiii::t6;imifldih|; 

Revised - LJT-MRO PRICE TEST W INCR FUEL.xIs 
2011 Base G B4 POLR Env Tab 



AEP-Ohio 
Forecasted Base G Revenue (Excl PGLR and Env) 

CSP 
Residential 
Gommercial 
Indiustrial 
Total 

2012 
$167,150,114 
$143.;^S^:4fl. 
$80,940,560 

$391,493,014 

Jan 2013- May 
2014 

$237,746,748 
- $193,477,592 

$114,322,760 
$545,547,100 

Jun 2014- May 
2015 

$167,496,384 
$138,586,̂ ,12 J 
$79,554,760 

$386,637,956 

Total Jan 2012-
May 2015 

$572,393,246 
$475,466,744 
$274,818,080 

$1,322,678,070 

OPCo 
1 Residential 
ICdmmensiai 
Industrial 
ITotal 

2012 
$194,097,664 
$155,661,588 
$265,941,195 
$615,700,437 

Jan 2013- May 
2014 

1273.018,657 
$206,106,036 
$382,090,845 
$861,215,538 

Jun 2014- May 
2015 

$l88;e88,886 
$146,407,308 
$270,977,755 
$606,073,949 

Total Jan 2012-
May2016 

$655,805,197 
$508,174,932 
$919,009,795 

$2,082,989,924 

AEP-Ohio 
Residential 
commercial 
Industrial 

ITotal 

2012 
$361,247,768 
$299,063,928 
$345,881,755 

$1,007,193,451 

Jan 2013- May 
2014 

$510,765,405 
$399,583,628 
$496,413,605 

$1,406,762,638 

JUn 2014- May 
2015 

$356,185,270 
$284,994,120 
$360,532,515 
$991,711,905 

Total Jan 2012-: 
May 2015 

$1,228,198,443 
$983,64'1,676 

$1,193,827,875 
$3,405,667,994 

,'• j X ^ ^ i s ^ s ^ . ^ " 

Revised - LJT-MRO PRICE TEST W INCR FUEL.xIs 
Base G B4 POLR Env Rev Tab 



AEP-Ohio 
Forecasted Non-Shopptng Load (MWH) 

CSP 
Residential .,-.,, 
Commercfal 
liidustrial 
Total 

2012 
.-...,,7,482,100. 

5,056,500 
4,935,400 

17,474,000 

Jan 2013-
May 2014 

10,642.200 
6.822,200 
6,970,900 

24,435,300 

Jun 2014-
May2016 
7,497,600 
4,886,700 
4,850,900 

17,235,200 

Total 
Jan 2012-
May2015 
25i2J^^Q. 
16 ,̂765,400 
16,757,200 
59,144,500 

OPCo 
Re.sidential 
Commercial 
Industrial 
Total 

2012 
7,349,400 
5,416,200 

13,263,900 
26.029.500 

Jan 2013-
May 2014 

10,337,700 
7,171.400 

19,056,900 
36,566,000 

Jun 2014-
May20l5 
7,144,600 
5,094,200 

13,515,100 
25,753.900 

Total 
Jan 2012 -
May 2015 
24,831,700 
17.681,800 
45,835.900 
88,349,400 

AEP-Ohio 
Residential 
commercial 
Industrial 
Total 

2012 
14,831,500 
10,472,700 
18,199,300 
43,503,500 

Jan 2013-
May 2014 

20,979,900 
13,993.600 
26,027,800 
61i00l,300 

Jun 2014-
May 2015 

14,642.200 
9,980.900 

18,366,000 
42,989,100 

Total 
Jan 2012-
May2015 
50,453,600 
34,447,200 
62,593,100 

147,493,900 
147,493,900 

Revised - LJT-MRO PRICE TEST W INCR FUEL.xIs 
Non-Shopping MWH tab 



z 

LU 

5 

0> 
UJ 
01 

> 

< 
z 

o 
Q . 

a 
w 
UJ 

u. 
S 
o < 

lU 

a. 

UJ 

r o 

cc 

UJ 

o 

IP 

i 

s 

Ol 

UI 

U 

S » JS 
•» t 5 

5 3 

to 5 S > 
a «> ^ s 

o o 

.Zr 

o • 

5 o to 

F TJ C 
E 

TO < 
n 

• ? _ 

c 
UJ 

c 

s. 

1 ? ^ 
•§ = 1 

g 

' s i l l 
• ^ 3 - 0 - 5 

3- S.'S-I 
t^ 5! -5 $ 
od t r 

^ « * o 
01 I/I 

5 >! 
ID 

CD 
CO 

o 
J? 

1 

S | 
S in 
R DC 

•o 

c 
n 5 
.£• 
a a. 

c 
re S 
>. 
a. Q . 

e/> 

o 
T— 
o 
M 

UJ 
O 

o 

O 

I 

X I 

I 
a 

"I 
5 UJ 

-g 

OT 

111 

S3 

6 
UI 
Q 

.a 
I-
o o 

is 

?8 

:o 
o 
UI 

s 
c 
1 

^ - g ^ ^ 

is
 r

ou
gh

 
rg

e 
in

du
 

u
lili

ty
 a

n 
\ t

o 
S

O
S

 

jQ y £ « 
« .« o "5 

e 

8 
.g 

.s ? 

. i s E 
" a. 
i9 XI 

•s-5 

l l 

UJ •-

"^15 

. 2 

ra 



n 

< 

3 
LU 

UJ 
- J < z 
o 
1 -

i/> 
UI 
cn 

< 

oc 
o 
a. 
CL 

w 

Q : 

U I 
Q 
o 
< 
cn 
cc 

o 
< 
OT 
Z 

OT 
a: 
u. 

(D 
O . 

E 

8 « 

c a? 

o ™ 
O u> 

O ) • 
ro 5 

I -
T: o 
"O > 
-o <» 
<? •> 

±3 -a 
»_ a) 
o in 

^ " > 
5 ro 

-o a) T3 T3 

S § •: 

U) a> •; 
ro J - . 

to -§ ( 

° ^ - S •• 
C O ^ , 
4]<* ro j 

£ 9? i 

c - a 
3 C ( 
o ~ ( 

8 ro " « 

-c •£ -S 
- ^ C3) O 

^ ro . £ 

£ E w 

l 2 | 
< §• c 

^ ° § 
o : w Q. 
e g o 

rig' 
Q. ' " O 

O <i> •= 

ff 0) IE 
ro ^ I -
S ro . 
<u > 3? 

o S m 
•a ro .S 

B o 
c o 
3 CM 

P ^ 5 :;i 

x : • - " m 
S .E roc 
„ - ro .£ E 
•£ ro .y ^ 
I E ^ ro 
. 5 ro « "o 
(0 c 0) c 
3 ' . s o ro 
^ ™ "o — 
< S m £5 

Q: o ^ ro 
ro (/) o^ 
C 0) CO 

^ ro 00 

^ S -o 
C 0) 3 

III 

0) "§ 
£ 05 

XI \ -

in tn % 

111 
a..i2 E 
»- "^ ,Z a> ro o 

I I O J 
J> ID ° !§ 
SSH » | 

S .2 .^ g-

-9 = $ W 

•pOT 

IS 
I- in 

XI o 

3 0) 

ro !2 o - " 

•B) E « -3 
^ c & r o 
ro 2; tn c-

3 "O - n 
0) 

ro _ £ o S,"a .*- ro - I 
0) 

to ::r^ 
3 0) 
ro « 

o o 
T3 O 
0) m 
ro J J 

X I Q. 

£ g 
« 0-

= ro 

m u M' 

S 8 ro-S 
tn ro to XI 
c W tn E 
o O ™ ° 
~ OT J>: • 

a. 

I - OT 
0) 

0) a 

O ro 
c^ £ -

. 2 ro 
•S 2 
ro —' 
in i-
c (D 
ro T3 

1— ro 

S ™ 
ffl a 

.« 5 
Q^ 2 
* - (D 
O Q . 
tn 

ro 
r 
o 

TJ 
Hi 

ro 
XI 
tn 

F 
- I 

E 
Q . 

0) 
T3 

OT 
rr II 

£ 
tn 
ro 
UJ 
.c 
•r 
o 

D 

• o . 2 

i2 Dl 

o ro 
ro tn" 

_3 — 
O 

c 

c 
o 
o 

o 

ro 
OJ 
Q . 
Q . 
ro .,, 
cn 
<S) 
o 

• & i 
OT • £ 

£ I 

ro ^ ro 

fe " tn 

E g- S 

rog ^ 
, £ i - a 
•o - c 
3 c ro 

"O . 2 T3 i2 
~ 5 O ID 
i2 . s - - E 
to C . £ ID 
•= "̂  ro .t= 

S I § 2 
i2 -K = ro 
§ g «" S; 
" - g r o 
:>, to > 1= 

^ « - ^ 8 
ro o (u " 

e " 8 tf 
> o. -o " 
^ <n ca w 

0 . £ £ 
0) 

OT 

I 
O 

ra 
"O 

ro .5 
OT 

ro T3 
-e ro 

P <=• 
3 

C 
(U c 
p o 

01 

UJ 
1 -
< 
D 

o 
o 

CO 
O 
O 
CM 

ro-£ 

£ £ 

o 9> 
o £ 
CM 

tD 
O 
O 
CM 

O 
O.I 

O 
O 
CM 

00 
o 
o 
C v l 

o 
o 

tt. 
DC 
o 
w 
UJ 
Q 

2 

O 

o 
0) 

_3 
ro ^ ' 
> o^ 

. £ CM 
ro o 

"C CO 
<D • « -

S o 
< -

D C C M 

tn r^ 
ro _ : 
o o 

UJ 
u. 

TJ 

3 

C 

8 

OT 
nr 
u. 
TJ 
0) 
tn 

il> 
o 

tn 

e 
O 
? 
3 

o 

tn 

DC 
ra 
c 
ro 
(ii 
n 
O 

ro 

> ffl 

ro 
(D 

T ) 
T ) 

< 
in < 
r 
ro 

ra 
c 

u . 
Q. 
OT 
UJ 
o 

5? 
00 

• > . 

ro 
3 
O 

o 

t o 
to 
t — 

<A 

rn 

ro 

^ 
r 
tD 
i r 
t n 
3 

T3 

< 

a) 
•o 
3 
f > 

8 
n 

OT 

rr' 
u. 

DC ^ 

c x: 
ro 3 
Si y 
ex 1-
O o 
c o 
ra '^. 
ra <5 

• ^ t l x : 3 
>tr X -^ O —• 
^ to ' o 

o 

O 
UI 
Q 

tD 
-a 
^ 

< 

(1) 
E 
3 

5 

c 
ro 
(U 

x; 

m to 
o 
n 
3 
O 

a> 
> 
<D 

P 

lU 

r 
H 
< 11 
ID 

x: 
o 

c 
m 
c-
n 
E 

1.1 
* ^ 0) 
o j« : 
c o 

L_- (D 

— < tD 

(D 

o 
X 

s r o-g 
hr x : in 

" - (IS 

3 = O 
0) 5 
O t -

E .° 

J2 <D 

tn CL 

ro .ro 

tn -S 
•a £ 
S E 
o — 

i_- o 

T3 

< 

ro 

O S SS 

H t ) 

t n 
'DC 

in 
cc 

cc 

*- t n 
2 o 

c 0) ro .d, 
o " - ro CO 
£ .; to I-: 

O t o CO -5^ 
t^ * c ro 

.2 ra g g 
ro -o p •" 
in (D "- " 

a. E 

o ' l 
" « 

s t s 
t n 3 
ID ro 

CC 

o ro 

"ro ~ 
to u, 

O 

.^ P 3 
> (U -o 
2 £ 

6* <n 
CM a 

ro w 

CL 0) 

^ § 
t» X I 

S ra 
? SS 

+ 
o 

tn 
ro 

ro 2 
Z ^ 
•" 5 
ro £ 
tn in 
E 8 

XI lO 
c 1-

o o 

1| ' : 

S i ^ g 

0) " 

* = ro 

c S 
tu ro 

t l 
O CO 

1 ^ 
• « " 

<» 3 

o 
u. 

1 -
2 
U J 

^ 

u. 
Q. 
W 
UI 
UI 
U. 

O 
x: 
O 

o 
cc 
5 

Q 

o 2 

I " - (D 

d . n 

1 - > ^ 

O O 

ro Q_ 

tn . ^ 

'cc "̂  S 8 
ID 

ro D-

CC 

£ 

.£J ID 

O : ID 
•_ a= 
£ 0 
tn T 3 
ro T3 

> ^ c 
"ro 2 

x : 
O. 

a 
3 
O 

° >. 
t x g" 
3 ID 
P c 
^ - I I I • 5 ro O 

c r . Q - (D 
5 " S 
ro -S ro 

'^ (i: m 

o UJ 
ID O ^ 
roO ra 

• a UJ Q -
;s CL E 
CD »_ o 
: ^ O O 

i l 
<D S 

TJ 
C 
ID 

1 -
t 

C L 

O 

O 
ID 

*-; ro 
m 

c 
<1) 

F 
a) 
-J 
n 
o 

rr 
- J 

O 
CL 

H 

i - ™ 
s a g 
^ s °-
-g LU . " 
ffl (D E 
0) x : ro 
t n I - c 
QJ = >> 

CC O 

ID T ! ro 

S i 5 £ o 

ID 
Q -

ID 

•S "5 
c ro 
ro S 

OT g : 

o < 

.« 8 

F 
o 
in 

ID 

ro 

O 
(1) 
rn 

TJ 

m r 
-e 
o 

t n ^ - g , 
. 2 - — 
ro tD ro vw 

< 



D a v i d Roush 

• • -

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

2 4 

BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter ofthe : 
Application of Ohio Power : 
Company anil Columbus Power: 
Company for Authority to : CaseNo. 10-2376-EL-UNC 
Merge and Related 
Approvals. 

In the Matter ofthe ; 
Application of Columbus : 

and Ohio Power Company : -jj^ft i ' j s s ^ e ? ; - * ' - - : i , -

for Authority to Establish: 
a Standard Service OflFer ; Case No. 11-346-EL-SSO 
Pursuantto §4928.143, : CaseNo. 11-348-EL-SSO 
Ohio Rev. Code, in the : 
Form of an Electric 
Security Plan. 
In the Matter ofthe : 
Application of Columbus : 
Southem Power Company : Case No. 11 -349-EL-AAM 
and Ohio Power Company : Case No. 11-350-EL-AAM 
for Approval of Certain : 
Accounting Authority. 

In the Matter ofthe 
Application of Columbus : 
Southem Power Company to : Case No. 10-343-EL-ATA 
Amend its Eriiergency 
Curtailment Service : 
Riders. : 

In the Matter ofthe 
Application of Ohio Power: 
Company to Amend its : Case No. 10-344-EL-ATA 
Emergency Curtailment : 
Service Riders. : 

In the Matter ofthe 
C^ommission Review ofthe : 
Capacity Charges of Ohio ; Case No. 10-2929-EL-L)NC 
Power Company and Columbus: 
Southem Power Company. : 

In the Matter ofthe : 
Application of Columbus : 
Southem Power Company for: 
Approval of a Mechanism to: Case No. 11-4920-EL-RDR 
Recover Deferred Fuel : 
Costs Ordered Under Ohio : 
Revised Code 4928.144. : 

In the Matter ofthe 
Application of Ohio Power : 
Company for Approval of a : 
Mechanism to Recover : Case No. 11 -4921 -EL-RDR 
Deferred Fuel Costs 
Ordered Under Ohio Revised: 
Code 4928.144. : 

— 
DEPOSITION 

of David M. Roush, taken before me, Karen Sue Gibson, 
a Notary Public in and for the State of Ohio, at the 
offices of Porter, Wright, Morris & Arthur, LLP, 41 
South High Street, Columbus, Ohio, on Friday, 
September 23, 2011, at 1 p.m. 
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APPEARANCES: 
Porter, Wright, Morris & Arthur, LLP 
By Mr. Daniel R. Conway 
41 South High Street 
Columbus, Ohio 43215-6194 

On behalf of the Applicants. 

Calfee, Halter & Griswold, LLP 
By Mr. James F. Lang 
1400 KeyBank Center 
800 Superior AveT n̂e * 
Cleveland, Ohio 44114 

On behalf of FirstEnergy Solutions 
Corporation. 

SNR Denton US, LLP 
By Mr. Douglas G. Bonner (via telephone) 
I30IK Street NW 
Suite 600 East Tower 
Washington, D.C. 20005 

On behalf of Ormet Primary Aluminiun 
Corporation. 

McNees, Wallace & Nurick, LLC 
By Mr. Frank P. Dan" (via telephone) 
Fifth Third Center, Suite 1700 
21 East State Street 
Columbus, Ohio 43215-4288 

On behalf of Industrial Energy Users. 

Janine L. Migden-Oslrander 
Ohio Consumers' Counsel 
By Mr. Terry L. Etter (via telephone) 
Assistant Consumers' Counsel 
10 West Broad Street, Suite 1800 
Columbus, Ohio 43215-3485 

On behalf of the Residential Ratepayers 
of Columbus Southem Power Coinpany and 
Ohio Power Coinpany. 
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ALSO PRESENT: 

Ms. Tamara Turkenton (via telephone). 
Mr. Robert Fortney (via telephone). 
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Friday Moming Session, 
September 23, 2011. 

— 
DAVID M. ROUSH 

being by me first duly swom, as hereinafter 
certified, deposes and says as follows: 

V-- : EXAMINATJ0N " 
By Mr. Lang: 

Q. Mr. Roush, good aftemoon. 
A. Good aftemoon. 
Q. My name is Jim Lang. I'll be asking you 

questions on behalf of FirstEnergy Solutions this 
aftemoon. We ~ we were involved in a deposition 
about a month or two ago, so I hopefiilly won't be 
retreading any issues from that, but I do have 
questions related to the stipulation. 

And the first thing I would like to ask 
you to do is in your testimony you reference the 
exhibits that you're sponsoring, and as part of this 
stipulation testimony, you have a DMR-5 which is a 
typical bill comparisons; in your original testimony 
in this case filed in January, your DMR-5 was the 
tariffs for Columbus Southem and Ohio Power. Is ~ 
are you still sponsoring those exhibits from January, 
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or is that now put to the side and your testimony is 
the stipulation testimony? 

A. There would be new tariffs which would 
reflect the terms ofthe stipulation so they would be 
different from those originally filed tariffs. 

Q. Okay. So we don't have any tariffs yet. 
Would the new tariffs be ~ to reflect the 
stipulation would they be combined AEP Ohio? 

A. There would be - you know, assuming the 
stipulation is approved and the merger is 
consummated, there would be an Ohio Power Couipany 
tariff book but there would be - would have to be 
straight rate zones for the Ohio Power Company 
territory and for the former Columbus Southem Power 
Company territory. And that's, I think, discussed in 
stipulation paragraph III, if I remember correcfly. 

Q. Okay. Is it ~ is it your understanding 
that the merged entity will be called Ohio Power? 

A. That's my understanding but - yeah, 
that's my imderstanding. 

Q. As we sit here today, you don't know 
whether that actually will be the case? 

A. It's not my call so I'm not certain. 
Q. Yeah, right. Okay. And on page 3 of 
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your testimony you refer to your Exhibit DMR-1. And 
you list the - each component ofthe stipulation 
shown on Exhibit DMR-1. One of the items you list is 
"inplementation ofthe Distribution Investment 
Recovery Rider (at the maximum allowable estabhshed 
in the Stipulation)." Where will I fmd that in 
Exhibitmm^'^yr^ .-- , . _ -..»*.. 

A. In Exhibit DMR-1 that would be reflected 
in the values shown, for example, on page 1, "2012 
Rates with Proposed ESP," the projected - projected 
distribution column, just short "proj. dist." 

Q. Okay. So the ~ so the inqjlementation of 
the distribution investment recovery rider the - the 
rate impact ofthat is in the projected distribution 
column and you reference 2012. That would be the 
same for the 2013 rates and the 2014 rates? 

A. That's correct. 
Q. And then is the projected distribution 

column ~ in addition to the DIR, it's the other ~ 
other distribution schedules? 

MR. CONWAY: I'm sorry. Could you read 
that question back for me. 

(Question read.) 
A. It would include based contribution rates 
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and distribution-related riders and then the DIR. 
Q. Okay. And then the same question for the 

economic development cost recovery rider. Which ~ 
which column do I find that in on DMR-1? 

A. That will also be in the "projected 
distribution" column as a distribution-related rider. 

Q. With regard to the green power portfolio 
rider, customers who take service under die green 
power portfolio rider at ~ at any level will be 
exempt from rider AER; is that correct? 

A. Yes, that's correct, as stated on page 7 
of my testimony. 

Q. And there are ~ there are different, I 
guess, percentage levels ofthe green power portfolio 
rider, correct? 

A. Correct. They can choose 25, 50, 75, or 
100 percent of their energy usage. 

Q. And the exemption from the altemative 
energy rider apphes regardless ofwhether the 
customer is at the 25 percent level, 50, 75, or 
100 percent level? 

A. Correct. 
Q. Okay. There is several provisions in the 

stipulation dealing with intermptible power and 

ARMSTRONG & OKEY, INC, 
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curtailable services. Under the stipulation starting 
in 2012, is the IRP-D the only interruptible schedule 
that's remaining? Is that the only schedule ~ is it 
the only schedule dealing with intermptible power? 

A. Yes, rider IRP-D will be the only 
schedule remaining that deals directly with 
intermptible powt?̂ 5C f̂eiK'— : .;: 

Q. In your testimony ~ and then it looks 
like IRP-D would be continuing only for current 
customers; is that correct? I'm looking at page 6, 
if that helps you. 

A. Thank you. Yeah, for customers taking 
service of it as of December, '11, only so it's 
possible someone could take service between today and 
the end ofthe year. 

Q. Okay. The proposed credit under rider 
IRP-D of $8.21 per kW per month, how is that 
calculated? 

A. It was a stipulated, agreed upon number 
which coincidentally or conveniently matches the 
calculation I show on, ifi find the right workpaper. 
workpaper DMR page 59. It would basically be 
75 percent ofthe conpanys originally proposed 
equivalent to the FRR capacity rate in 10-2929. 
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Q. Okay. So in looking at that workpaper 
that you have referenced, your ~ it looks like you 
are starting with a $255 per megawatt day which 
includes losses, increase it to exclude losses that 
you have $263.70, and so your equivalent rate is on 
a ~ kWh per month is $8.02? 

A. Yeah. 
Q. And you had referred to this the ~ the 

IRP at original proposal of $10.95. Is that 
equivalent to the capacity price at $355 per megawatt 
day? 

A. I don't remember the exact number. 
whatever was in this exact same workpaper in my 
original filing. 

Q. I was wondering about this workpaper, the 
calculation to get the $8.21 is - is 75 percent off 
the 10.95. It's not directly related to the 255 
calculation, correct? 

A. Correct. 
Q. Okay. And there is a--as part ofthe 

delt - as part ofthe stipulation, there is a delta 
between the 8.21 and $6.57 that is going to be 
recovered through the economic development cost 
recovery rider; is that correct? 
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A. That's correct, as stated on page 6 of my 
testimony, yeah. 

Q. The ~ the $6.57 was what? You refer to 
it as the originally proposed credit. 

A. It was the credit that we originally 
proposed in the ESP which I believe was 80 percent of 

'theS;21. f-cî flsweffi*--' .,, 
Q. Okay. So the-okay. So the 6.57 is 

what was proposed in January. 
A. Correct. 
Q. Do you know what the current credit is 

today in the current tariffs? 
A. I think it varies depending on whether 

you are a Columbus Southem or Ohio Power customer 
and what voltage you are served at, but for Ohio 
Power OS ~ Ohio Power transmission voltage it's 
$3.67. And conparison is not very easy for Columbus 
Southem because ofthe blocked firm demand charge so 
that's not a straightforward conparison there. And I 
am looking at my workpapers, for exanple, the number 
I used was DMR page 44. 

Q. Okay. 
A. I'm sorry, DMR page 45. 
Q. Okay. Are you able to say whether the 
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proposed credit of $6.57 was higher than what's in 
current ~ what's in the current schedule? 

A. For Ohio Power it is. For CSP I haven't 
done that conparison. 

Q. Is that ~ is the credit, fhe 
intermptible credit in current rates, is there cost 
recovery through some other mechanism ofthat credit? 

A. Not explicitly. I guess you would have 
to go back to when those intermptible rates were 
first introduced in the traditional cost to service 
environment to the extent there was a cost of having 
intermptible customers and there were benefits of 
having intermptible customers, those were kind of an 
aggregate into all other retail rates back in the 
traditional cost to service world. 

Q. Okay. Do you know why the delta between 
the 6.57 and the 8.21 for this intermptible charge 
is going to be proposed for ~ will be recovered 
through the economic development rider? 

A. It's part of the negotiated stipulation. 
Q. What other costs currently are recovered 

through the economic development rider? 
A. Generally ifs Commission-approved 

discounts under reasonable arrangements. 

3 (Pages 9 to 12) 
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1 Q. Whatis the purpose of the market 
2 fransition rider or MTR? 
3 A. I guess I explained it best at page 11 of 
4 my testimony, that the M I R is designed to facilitate 
5 the transition from CSP and OP's current generation 
6 to the market-based SSO generation service rates. 
7 Q. As jDn'describe here, that transition ~ 
8 the companies move 50 percent in that direction 
9 between 2012 and June 1, 2015; is that correct? 

10 A. That's correct, the MTR was designed to 
1 1 accomplish 50 percent of the fransition by June 1, 
12 2015. 
13 Q. Is ~ the stipulation and your testimony 
14 is quite similar. The stipulation says the MTR rider 
15 vrill cease to exist with the June 1, 2015, billing 
16 cycle. Does that mean ~ and as I understand it, the 
17 MIK. has an over/underrecovery provision in it; is 
18 that right? 
19 A. That's correct. The MTR has a quarterly 
2 0 kind of tme-up reconciliation. 
2 1 Q. Is the ~ would there be a tme-up after 
2 2 the June 1, 2015, billing cycle? 
2 3 A. As I read the stipulation, I do not 
2 4 believe there would be because the rider ends so 
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1 there wouldn't be any final reconciliation. 
2 Q. Okay. Why are schools that are OS-1 or 
3 GS-2 tariff-scheduled customers exempt from the MTR? 
4 A. It was just an agreed upon term of the 
5 stipulation. 
6 Q. What impact on schools does the exemption 
7 from the MTR have? What's the impact on their rates? 
8 A. I haven't done a specific calculation, 
9 but I guess the easiest thing to do would be to look 

10 at what the MTR rates are for GS-1 and GS-2 for CSP 
11 and OP is shown in Exhibit DMR-3. 
12 Q. On Exhibit DMR-3 you are not using the 
13 shorthand of GS-1 or GS-2 so which category would 
14 they be falling into? 
15 A. Sure. General service small is GS-1. 
16 For CSP general service low load factor is GS-2 for 
17 CSP. General service nondemand meters is GS-1 for 
18 OPCo. General service low load factor is GS-2 for 
19 OPCo. 
2 0 Q. So for those GS-1 and GS-2 customers 
21 under the MTR, what is - what is the impact on those 
2 2 customers, the MTR? It looks like the MTR increases 
2 3 their rates; is that right? 
2 4 A. For CSP GS-1 and GS-2 customers for all 
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1 periods the MTR is a charge. So exemption from that 
2 would be a benefit. 
3 Q. Okay. There's a - again, with tiie MTR 
4 there is a reference in the stipulation that it will 
5 be designed to produce a net charge of $6 million 
6 quarterlyuntil theendof2012or until 

i.Ci^m^Wvaiinlization is completed, whicheysris earlier.' 
8 Is ~ am I ~ am I reading that that it can't ~ this 
9 net charge of $6 miUion quarterly has a ~ has a 

10 maximum of $24 million? 
11 MR. CONWAY: Objection, form. What 
12 period? 
13 MR. LANG: It's actiially part of the 
14 question. 
15 Q. Yeah, you can answer. 
16 MR. CONWAY: Go ahead. 
17 A. For ~ it's 6 million quarterly during 
18 2012 or until securitization, whichever is earher, 
19 so the most it can be in 2012 is roughly 24 million 
2 0 subject to any slight over/underrecovery which would 
21 be reflected in the quarterly reconciliation of' 13. 
2 2 Q. Okay. And then if securitization is 
2 3 completed in, let's say, July of 2012, what impact 
2 4 does that have on the net charge? 
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1 A. Obviously for the first two quarters it 
2 would be a $6 million net charge. Ifit happened in 
3 July, 2012, it would probably depend on what day and 
4 all that of the month as far as when tiie ~ you know, 
5 what the effect would be on the third quarter. 
6 Q. In terms of the effect on the third 
7 quarter, how would you understand that would happen? 
8 A. Based on your hypothetical of July, '12, 
9 one possible way it could be addressed is it's $2 

10 million for July and nothing further for August and 
11 September so that quarter would just be 2 million, 
12 and it would be zero in the fourth quarter. 
13 Q. You are contemplating some kind of 
14 proration if the ~ you know, if the securitization 
15 date falls within - falls within one of the 
16 quarterly periods? 
17 A. That's the way I would think about it. 
18 Q. Okay. Is - is the way that you are 
19 thinking about it in tiie language of the stipulation? 
2 0 A. It seems kind of inplicit in there. I 
21 don't know that there is any, you know, specific 
2 2 calculation spelled out in the stipulation. 
2 3 Q. Okay. I am going to ask you a few 
2 4 questions about fuel and the FAC. Got the wrong 

ARMSTRONG & OKEY, INC, 
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page. In your Exhibit DMR-1 you have an AEP Ohio 
rate of fuel adjustment clause 2012 rates with 
proposed ESP of $3.31. Can you tell me and is there 
a workpaper that you used or that shows die 
calculation ofthat $3.31? 

MR. CONWAY: Mr. Lang, could you for my 
b e n e f i t j a ^ ^ ^ ^ s ^ h e reference again -wheri^yowp-^^' 
are. 

MR. LANG: Yeah. It's Exhibit DMR-1 and 
it's page 1, tiie column is to tiie right which is the 
"2012 rates witii proposed ESP." 

MR. CONWAY: Okay. 
MR. LANG: At the bottom of tiie FAC 

column, it's $3.31. 
A. Sure. The workpaper is workpaper DMR 

page 55 of 145. 
Q. Is it this one? Is this a different one? 

I think that looks familiar. 
A. That appears to be the correct page, just 

not labeled. 
Q. I think I printed it off from your Excel 

file. That's why I don't have a page number but. 
Okay. So there is a workpaper tiiat's titied "2011 
FAC Rate Development and FAC Rate Phase hi Rider." 
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That $3.31 is where? 
A. It is computed based upon the rates shown 

in the bottom right-hand comer ofthat workpaper if 
you are holding it landscape. Basically there is 
rates shown there 3.377, 33 cents per kilowatt for 
secondary voltage, and then there are rates for 
primary voltage and subtran voltage. 

MR. CONWAY: Which workpaper page are you 
on? 

THE WITNESS: Workpaper DMR page 55. 
A. And if you apply those rates to the usage 

and add all the various voltage models in some of my 
various workpapers, that's where the weighted average 
of 3.31 cents per kilowatt hour comes from. 

Q. And then on your Exhibit DMR-2, page 1, 
you have a fuel number which looks like it also came 
from that workpaper. It is the — it's the secondary 
voltage fuel number; is that right? 

A. At the bottom of Exhibit DMR-2, page 1 ? 
Q. Yes. 
A. That's correct. 
Q. Why ~ why are you using a different fuel 

number on DMR-1 as opposed to DMR-2? 
A. Because if you ~ DMR-1 is kind of a 
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composite view. DMR — did I say that correctly? 
DMR-1 is kind of a composite view. DMR-2, if you 
tirni to page 2 of 3,1 start with a secondary rate 
and then apply a loss factor to get the primary and 
subtransmission rate in a consistent way witii how I'm 
coming up with the lost adjusted fuel factor that are 

—on DMR page 55, WP DMR p & s ^ ^ ^ i m ^ - , -
Q. Okay. And the fuel estimates I tiiink it 

actually says - yeah, that fuel estimate it says on 
this workpaper is the ~ it's the forecast for July, 
August, and September, 2011, that was filed in this 
separate case, 11-281; is that right? 

A. That's correct and tiiat's what tiie 
workpaper says too. 

Q. Okay. So that's the ~ so the fuel ~ 
the fuel cost at this point you use both in DMR-1 and 
DMR-2 is the fuel cost estimate for July, August, and 
September of 2011. 

A. That's correct. That's the most recent 
approved forecast. 

Q. And then is the ~ and the same would 
hold tine for your DMR-5? 

A. That is tme for the proposed side of 
DMR-5 as spelled out on workpaper page 145. 

Page 2 0 

Q. That's the assumption page I have, okay. 
That's all right. So it's not ~ it's not in the 
current typical bills; it's in the proposed typical 
bills, that fuel cost assumption. 

A. That's correct. 
Q. Okay. Do you beheve that that fiiel 

forecast, fuel price forecast, is a reasonable 
assumption to use for the period 2012 through 2014? 

A. Yes. I believe it's the best one I had. 
and I don't have any opinion on where fuel prices are 
going, up or down. 

Q. Okay. And thus in your ~ in your rate 
impact ~ your rate impact exhibits you held rider 
FAC constant for the term ofthe electiic security 
plan; is that right? 

A. On the proposed side for the first three 
years and five months ofthe ESP, I didn't do 
anything for the last year. 

Q. Okay. And you didn't do anytiiing for the 
last year because the last year is SSO through a 
competitive bidding process? 

A. Yes. 
Q. The ~ so you said the fuel estimates 

from that ~ from case 11-281 were the best forecasts 

5 (Pages 17 to 20) 
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you had. Did you ask intemally witiiin AEP Ohio for 
any AEP Ohio fuel forecasts for the period January, 
2012, through May, 2015? 

A. I don't recall specifically asking. 
Q. Okay. I want to show you, I just have 

this one copy of it, this is an interrogatory 
Tc^onse to'FrrstEnergy Solutions. It's actuaOyikm^sis^M 
response to FirstEnergy Solutions first interrogatory 
in this case. And you'll see under INT-OOl(a), lower 
case a, it's asking for any estimates of revenues 
relating to the fuel adjustinent clause or FAC. Do 
you see that? 

A. Yes, I do. 
Q. And the response is to see a confidential 

attachment which is on the next page. To keep our -
to keep our record clean, I am not intending to use 
those numbers because otherwise we would have to seal 
a portion ofthe franscript. But I just want to ask 
you have you - have you seen tiiese fuel revenue 
numbers that are ~ that are on this exhibit? And 
this is actually labeled in tiie comer "Deposition 
Exhibit No. 3" from the Thomas deposition. So have 
you seen those fuel numbers previously? 

A. Yes, I have. 
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Q. Were you — did you have any involvement 
in preparation ofthose fuel revenue forecasts? 

A. No. 
Q. Okay. When was the ~ when was the first 

time that you saw these ~ these fuel revenue 
numbers? 

A. I don't know an exact date. It was 
sometime after they were provided in discovery. 

Q. Okay. Do you know whether it was before 
you filed your supplemental testimony, your 
stipulation testimony in this case a few weeks ago? 

A. Yes, it was. 
Q. Do you have ~ thafs fine. Do you 

know — do you know whether the ~ the fuel revenue 
numbers reflected in AEP's response to FES 
Interrogatory 1 (a) are consistent with the fuel 
revenue numbers that you used for purposes of 
reflecting the cost ofthe FAC on customers in your 
exhibits? 

MR. CONWAY: Could I have the question 
read back. 

MR. LANG: All right. 
MR. CONWAY: Did you use the word 

"consistent"? 
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MR. LANG: Consistent. 
MR. CONWAY: Not the same? 
(Question read.) 
MR. CONWAY: I'll object to the form of 

the question. I think it's vague. 
A. They are not the same numbers. 
Q. This interrogatarf response has forecasts 

for 2012, 2013, and 2014, correct? 
A. Has values for calendar '12, calender 

'13, and calendar'14. 
Q. Is there a reason why you did not use the 

values in this interrogatory response in preparing 
your testimony? 

A. Yes. 
Q. What is the reason? 
A. I would use the most recently approved 

forecast number that was available to me. 
Q. And by most recently approved you mean 

most recently approved by the Commission in that 
Commission case that you reference? 

A. Correct. 
Q. And that was the most recently approved 

rate for three months in 2011, correct? 
A. Correct. 
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Q. Is it your understanding the rate 
approved for those three months in 2011 is fairly 
representative ofwhere fuel costs v̂ dll be in 2012, 
2013, or 2014? 

A. I have no idea. 
Q. Do you believe it's reasonable to use 

costs that have been approved for three months in 
2011 ~ let me start the question over. 

In attempting to show a fair 
representation of fuel costs on customers in, say. 
2014, do you believe that it's reasonable to use the 
fuel rate that's approved for 2011 instead of AEP's 
fiiel forecast for 2014? 

A. Yes, I do and I clearly identified both 
my assumptions and the methodology for the 
comparisons I provided. 

Q. By clearly identifying the assumption 
that you made with regard to fuel, is the ~ is ~ 
was it your intent to show that the fuel number you 
are carrying through your rate impacts is not a 
forecasted number? 

MR. CONWAY: Could I have that reread. 
(Question read.) 

A. No. The number I am carrying through is 
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actually a forecasted number, but it's a forecast 
from July through September of '11. 

Q. Okay. But it's not a forecasted number 
for 2014, correct? 

A. That is correct. 
Q. And it is not a forecasted number for 
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A. That is correct. 
Q. And it's not a forecasted number for 

2014, correct? 
A. That is correct. It's a forecast number 

for July to September, 2011. 
Q. On the FAC workpaper in the first row of 

that ~ the work - of the schedule at tiie top the 
row is Total FAC Rate per meted ~ Metered kWh, and 
for under Columbus Southem Power the secondary 
column there is a number 3.592. In the ~ in the 
formula in your spreadsheet it shows that that was 
calculated by dividing 659,091 by 183,490. Can you 
tell me what those two numbers are? 

A. Can you repeat the two numbers? 
Q. Actually I can help you out if you can 

read my handwriting. 
MR. CONWAY: These two? 
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MR. LANG: Yeah. 
THE WITNESS: Yeah. It's empty, thank 

goodness. 
MR. CONWAY: And the question is again? 
MR. LANG: What those two numbers 

represent. 
MR. CONWAY: The two that are in a - in 

handwritten form? 
MR. LANG: They are in the formula in 

that spreadsheet. 
MR. CONWAY: And the formula is embedded 

in the spreadsheet? 
MR. LANG: Correct. 

A. I don't recall for certain, but first 
blush it appears like one is a dollar amount and one 
is a kilowatt hour amount or megawatt or gigawatt 
hour. 

Q. Okay. On your Exhibit DMR-2, the first 
page, at the top ofthat first page, there is several 
rows of market-shaped rates. What is the derivation 
ofthe market-shaped rates of DMR-2, page 1? 

A. Basically the derivations or calculations 
are shown on WP DMR pages 56, 57, and 58. 

Q. So asking you about ~ so this would be 
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page 5 ofyour workpapers tiiat we are looking at? 
A. That's correct. 
Q. And then that looks like the summary and 

then I think it's on page 5, yes, there is a ~ 
there's a buildup of market prices tiiat looks similar 
to what is in Laura Thomas's ~ Laura Thomas's 
testimony. Can yg'^^aigi^-ieFme where this 
buildup of market prices comes from? 

MR. CONWAY: It's on WP 57. 
THEWIINESS: WP DMR page 57. 

A. Basically it's a calculation consistent 
with the calculations that Witness Thomas had done 
but using the class load shapes instead of company 
load shapes. 

Q. And by consistent with what Ms. Thomas 
did does that mean that she provided you the starting 
data for tiiis analysis and then you reshaped it? 

A. No, I didn't do the computations 
personally. 

Q. Who ~ who did the ~ who did personally 
do the computations? 

A. I don't know for certain. It was someone 
in our ~ I beheve our stmcturing organization. 

Q. Is ~ is this infomiation as far as you 
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know data that was done in the stincturing 
organization and then provided both to you and to 
Ms. Thomas? 

A. I believe so, but you probably want to 
double-check with Ms. Thomas on that. 

Q. Is the market price data you use here the 
market price data that Ms. Thomas used in ~ in her 
testimony supporting the stipulation? 

A. That's my understanding, yes. 
Q. Do you remember when you received this 

data? 
A. It was either August or September. I 

don't recall. 
Q. Okay. Do you know what the basis is for 

the capacity prices that are on page 57 ofyour 
workpapers? 

A. My understanding is it's $255 per 
megawatt day. 

Q. Okay. Do you have ~ do you happen to 
have Ms. Thomas's testimony? 

A. Nope. 
Q. Let me show you. I am going to put page 

1 of Exhibit LJT-1 in front of you. The market price 
worksheet that we have been looking at, is this 
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1 for ~ is this for ~ I guess data that was used for 
2 2012? 
3 A. I've lost my page. 
4 MR. CONWAY: Are you asking questions 
5 about LJT-1 now? 
6 MR. LANG: I'm not quite there yet. I'm 

"7'-" asking about the page 57 of fesi^rs^pEpersy 
8 A. WPDMR57. I don't recall whether it's 
9 2012 only or 2012 through May of 2015. I don't 

10 recall. It's one or the other. 
11 Q. Okay. This is the LJT-1 and if-- if you 
12 know, I see the - the simple swap price that she is 
13 using is different than the simple swap price that 
14 you are using. You have $40.59. She's at 40.18. Do 
15 you know - for 2012. Do you know why there is a 
16 difference? 
17 A. No. 
18 Q. Is it possible that you used these simple 
19 swap prices from the January testimony? 
2 0 A. It's possible. I don't know for sure. 
21 Q. Is it fair to say you were given this 
2 2 data on market prices and you rehed on this data? 
2 3 A. I rehed on the relationships based on 
2 4 this data. 
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1 Q. And do you know how the other price 
2 components were calculated? 
3 A. Not ~ no, not in any detail, just that 
4 they were calculated. 
5 Q. Do you know if they're consistent with 
6 Ms. Thomas's approach to calculating market prices? 
7 .; At'The methodology is consistent, yes. - ^ f j ^ ^ ^ : ^ 
8 Q. But the - the actual numbers themselves 
9 may be different? 

10 A. Well, we just discussed it appears the 
11 simple swap number is different. 
12 Q. When we ~ go back. 
13 Your ~ going back to your Exhibit DMR-2 
14 and the - you had a very similar exhibit in your 
15 original testimony tiiat I asked you about in your 
16 deposition. And the — the market-shaped rates, the 
17 residential rate, the GS-1 rate that we have been 
18 talking about for several minutes about how they were 
19 calculated, in your testimony filed in this case in 
2 0 January those market-shaped rates for residential and 
21 GS-1 were quite a bit higher, you know, instead of ~ 
2 2 the residential rate instead of being 80 I think was 
2 3 approximately $92. Is ~ can you explain what has 
2 4 changed with regard to market - the market-shaped 
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1 Q. Is it fair to say that as the simple swap 
2 price and capacity price in this data change that 
3 that can also change the relationships as ~ which is 
4 what ~ the relationships ofthe prices between the 
5 customer classes? 
6 A. It's possible. 
7 Q. Do you know? 
8 A. It's not guaranteed but it's possible. 
9 Q. Okay. Doyouknowwhether if you change 

10 the capacity price, you know, use a higher price or a 
11 lower capacity price, do you know whether that would 
12 change the relationships between the customer classes 
13 that's ~ that's calculated as a result of this data? 
14 A. It depends on how the changes take place. 
15 It depends on the change and whether it does change 
16 the relationship or not. I can't say for certain one 
17 way or the other for all circumstances. 
18 Q. You said you believe that the capacity 
19 pricing used in your workpapers relates to the $255 
2 0 per megawatt day. Why do you have that belief? 
21 A. Because that's what I asked for. 
2 2 Q. Okay. What specifically did you ask for? 
2 3 A. The updated market price based on $255 
2 4 megawatt day. 
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1 rates between your January testimony and this 
2 testimony? 
3 A. Yes. I mean, the main difference would 
4 be the capacity rate assumption which in my original 
5 testimony was based upon the company's rate as ~ 
6 rates as filed in the 10-2929 case and are now in my 
7 stipulation testimony based on $255 ~ 
8 Q. Okay. 
9 A. ~ a megawatt day. 

10 Q. You said that was the main one. Are 
11 there ~ are there other ~ other variables? 
12 A. I think there are flow-through impacts of 
13 that change in some ofthe other components. 
14 Q. Okay. Also on DMR-2 the ~ you have a 
15 ratioof 84.275 percent. Please explain what that 
16 is. 
17 MR. CONWAY: Where are you looking at, 
18 Mr. Lang? 
19 MR. LANG: It's about two-thirds of the 
2 0 waydo'wn. It's kind ofto the right where it says 
21 "ratio to meet stipulated increase." 
2 2 MR. CONWAY: This is on page 2 of 3? 
2 3 MR. LANG: Page 1 of 3, DMR-2. 
24 MR. CONWAY: Okay. 
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A. Basically that is the ratio that has to 
be applied to the rates shown in the section 
market-shaped rates adjusted for transmission to 
compute the rates sho-wn in the bottom section ofthe 
page, tariff total generation rates first year, to ~ 
so that when those rates less fuel are apphed to the 

-billing units, they pj;oduer fe^stipulatioii levelcf 
base generation revenues. 

Q. So you're taking the market-shaped rates 
suggested for transmission, I guess the first example 
is residential $78.33, you're multiplying that by 
that percentage and then that gives you the result. 
1 guess in doing the conversion to cents you end up 
with the .0661831? 

A. Actiially dollars, .0661831. 
Q. Dollars, yeah, okay. 
A. And then you deduct fuel and that leads 

to Exhibit DMR page 2 in the base generation rates 
which when multiplied times the billing units produce 
the stipulated base generation rate realization. 

Q. If you used a higher fuel number in this 
calculation on DMR-2, would that mean that the 2012 
base generation rates going on to page 2 would be 
lower? 
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A. I haven't done the math, but logically 
under the stipulation the answer would be no. 

Q. Okay. Why is that logical? 
A. Because the stipulation establishes a 

level of base generation rates and the rates ~ the 
base generation rates have to produce that level of 
realization so if you raise the fuel as shown on 
Exhibit DMR.-2, page 1, you'd raise the percentage 
that we were just talking about, the ratio to meet 
stipulated increase from the 4.275 to some other 
number. 

Q. Okay. Just below and a little to the 
right ofthat ratio number on the first page of DMR-2 
where it says $24.5, is that ~ is that the 
stipulation ~ I guess the authorized stipulation 
rate for 2012? 

A. It's $24.50 a megawatt hour or in the 
stipulation it's expressed as dollars, .0245 per 
kilowatt hour. 

Q. Okay. Then similar ~ similarly down 
below that where it says 25.7 and 27.2 for the second 
and the third year respectively, that's ~ those are 
the 2013 and 2014 stipulation values; is tiiat right? 

A. Right. These are expressed ~ that's 
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correct. These are expressed in dollars per megawatt 
hour instead of dollars per kilowatt hour. 

Q. In the percentages to the right of where 
it says "second year increased percentage, third year 
increased percentage," the 4.978 percent, is that -
is that simply what the increase is from the first 
year to jfe*.a^«sd> '̂ear for the base generation? j;w^» 

A. Yes, thafs the percentage increase in 
base generation rates from first year to second year. 

Q. And then for the third year there is an 
increase of 5.705 percent? 

A. And thafs the increase in base 
generation rates from year two to year three. 

Q. Okay. Are the market-shaped rates toward 
the top of tiie first page of Exhibit DMR-2, are those 
market-shaped rates intended to be representative of 
rates available for similar products in the 
competitive marketplace? 

A. It depends on your definition. They are 
not intended to - to mimic what a CRES provider may 
or may not offer. They are intended to kind of 
compute an underlying market price consistent. 

Q. You said it's not what a CRES would 
offer. Do you mean that ifs intended to be — to 
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represent wholesale market prices? 
A. For the most part, although I believe it 

does have a retail admin charge that is included, but 
it's not intended to contemplate or get into the head 
of how a CRES provider might offer ~ make a unique 
offering. It's just kind of plain vanilla. 

Q. Uh-huh. All right Are tiie 
market-shaped rates here indicative of a particular 
time period? 

A. I think we covered that earlier, and I 
didn't recall whether it was just calendar '12 or 
calendar '12 through '15. I still don't recall. 

Q. Rider GRR which is referenced in the 
stipulation, do you have an estimate ofthe costs 
that would be included in rider GRR during the ESP 
stipulation time period? 

A. No, I do not because any amounts would be 
subject to approval in separate cases ~ 

Q. Okay. 
A. ~ which haven't happened yet. The only 

thing I have was what was in my previously filed 
supplemental testimony in this proceeding for Tuming 
Point, and I computed in that a - I believe ~ I 
can't remember, I think it was a 2013 estimate, if I 
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remember correctly. 
Q. I think thaf s right Is the-and the 

2013 at this point that you've calculated was based 
on I believe it was Mr. Nelson's supplemental 
testimony; is that your understanding? 

A. Thafs what I remember, yeah. 
Q. Is~can'ye#B3^asPwhyyoudidnotuse : 

the Tuming Point cost estimates included in 
Mr. Nelson's supplemental testimony as the best 
estimate ofthe costs ofthe rider GRR? 

A. Sure, because there's no ~ nothing in 
this proceeding approves Tuming Point, and until 
that other proceeding occurs and whatever outcome 
happens there, I don't think ifs appropriate to 
include here. 

Q. So is it your understanding that the 
Tuming Point Project and the Muskingum River 6 
project are not components ofthe stipulated ESP? 

MR. CONWAY: Can you read that question 
back for me. 

(Question read.) 
A. No. I wouldn't agree with that I think 

they are components ofthe stipulated ESP, but the 
stipulated ESP says that they are subject to approval 
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in a separate proceeding. Thafs the way I read it. 
Q. Because Tuming Point is a component of 

the stipulated ESP, ifthe Commission approves cost 
recovery for Tuming Point in tiiat separate 
proceeding, would you consider those costs, those 
costs that are approved, to be part ofthe costs of 
the ESP? 

A. No. 
Q. So your distinction is Tuming Point is a 

component ofthe stipulated ESP, but the costs of 
Tuming Point are not; is that correct? 

A. My position is that any approval of any 
cost recovery for Tuming Point is not part of this 
stipulation. 

Q. And the same goes for Muskingum River 6? 
A. Yes. 
Q. Is there any benefit to AEP Ohio 

including references to Tuming Point, the Tuming 
Point Project in the stipulation? 

A. I don't know. 
Q. On your Exhibit DMR-4 with regard to the 

generation resource rider, you ~ you identify as 
modified by stipulation. How is it modified? 

A. Specifically I recall it was limited to 
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only potentially include during the term ofthe ESP 
Tuming Point and Muskingum River 6. There wasn't 
such a limitation in the company's original filing. 
Thafs the modification that comes to mind 
immediately. 

Q. Okay. Anything else? 
f •:-*•' A." r can't think of anything else at th|5**»«e5r.i'«-

time. 
Q. In your testimony did you have to assume 

levels of shopping? 
A. The only place where I can see I assumed 

levels of shopping would be in the 2012 big units 
which were based upon the forecasts which I 
originally used in this proceeding. 

Q. So tiiafs tiie - is that the left side of 
DMR-1 or which ~ where would I find that? 

A. Ifs ~ I guess ifs implicit in DMR-1, 
and then ifs used in detail in WP DMR 1 through at 
least 52 and probably beyond. 

Q. Okay. And why would you need to make a 
shopping assumption for the calculations you are 
performing on that workpaper? 

A. It was strictly to allow me to have 
billing units to multiply times SSO rates, so for the 
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ESP I used projected 2012 billing units to do all of 
the calculations. You know, beyond that really, you 
know, whatever actually happened shoppingwise doesn't 
impact my calculations. 

Q. Okay. So for those 2012 calculations 
you — to get to your billing rates you ~ you're 
estimating the - the standard service offer load as 
compared to total load. 

A. Right, because what I want to present ~ 
what I want to present in Exhibit DMR-1 is the impact 
on SSO customers -

Q. Okay. 
A. ~ because when you try to do 

combinations of SSO and shopping load, then you 
really get weird arithmetic results. 

Q. I want to ask you a few questions about 
the post-merger rate schedules. And I tiiink we - 1 
have got to ask, discussed this a little bit earher. 
is that post-merger you are going to have the Ohio 
Power and the Columbus Southem tariffs combined into 
one; is that correct? 

A. Not quite. I guess there would be, you 
know, post-merger will be a single legal entity which 
we talked about is probably Ohio Power Company. But 
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tiiere -will still have to be separate rate areas for 
the Columbus Southem Power rate area and the former 
Ohio Power rate area. So there will have to be 
separate tariff ~ tariff sheets for their 
residential or all tiieir tariffs. 

Q. And then the ~ I guess the generation 
tariffs would &e the same? You wouldn't have 
separate rate schedules for generation; is that 
right? 

A. The base generation rates would be the 
same for both rate areas. The FAC would be the same 
for both rate areas. And the AER would be the same 
for both rate areas, so yes. 

Q. And tiansmission would be the same? 
A. Yes. Under paragraph rV.3 effective 

January, '12, CSP and OPCo's transmission rates would 
be consolidated. 

Q. Will the availability of service for the 
rate schedules be consistent between the two 
companies post-merger? 

A. No, because it's not consistent 
currently. 

Q. Okay. So is that the - the provision, I 
think ifs close to where you were reading in the 
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stipulation, the provision about keeping separation 
between Columbus Southem and Ohio Power for 
distribution purposes, that would include the 
availability of service in ~ in those operating 
companies' current tariffs; is that your 
understanding? 

A. Thafs correct, except for, you know, the 
tariffs we've discussed previously that are being 
eliminated and the limitation on rider IRP-D. 

Q. Is the current availability of service 
for each general service rate schedule based on a 
customer's load factor? 

A. No. 
Q. Are there any ~ currently any load 

factor criteria for a GS-1 customer at Columbus 
Soutiiem? 

A. No. 
Q. And same question for Ohio Power? 
A. No. 
Q. hi Ohio Power's GS-2 which is called 

general service low load factor, what is meant by 
"low load factor"? 

A. Ifs purely descriptive ofthe type of 
customer that generally would benefit from that rate. 
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Q. So there is not a ~ there's not a 
particular cap or limit related to the customer's 
actual load factor that - that is, you know, that is 
a requirement to taking service under that schedule; 
is that right? 

A. No. There's no explicit load factor cap 
%%^»^^il^inoTe implicit in the generallyi-dwer load " * 
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factor customers' bills are cheaper under that tariff 
tiian the medium or medium high load factor tariff for 
tiie ~ for CSP or OP. 

Q. So the - under that GS-2 schedule 
general service low load factor, thafs descriptive 
that a general service customer witii a load ~ low 
load factor would ~ would ~ well, stiike that 
question. Don't need to go down that road. 

A. Is it okay if I get a soda? 
MR. CONWAY: Let's take a 5-niinute break. 

Ifs been an hour and a half 
MR. LANG: Absolutely. I don't have that 

much more. 
THE Wil NESS: I'm okay to continue ifi 

just grab a can of soda. 
MR. LANG: Okay. If there are people 

that are on the phone, we are not taking a 5-minute 
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break. 
MR. ETTER: This is Terry Etter, OCC. I 

have been on for about an hour and 15 minutes. 
MR. LANG: Hey, Teny. 
THEWIINESS: And that is a Coke, not a 

beer for those on the phone. 
MR. CONWAY: Speak for yourself 
THEWIINESS: Sorry. Thanks. 

Q. For the other general service schedules 
are there any specific load factor requirements or 
criteria to quahfy for service under those 
schedules? 

A. No. 
Q. Okay. 
A. Can I throw away the discovery now? 
Q. Throw away the discovery? 
A. That asked those same questions? 
Q. I'm not sure I've read it. There's a lot 

of discovery requests out there as you guys full well 
know. 

At page 14 ofyour testimony, lines 14 
and 15, is ~ you're generally discussing the 
competitive bid process that will start June, 20 ~ 
to meet the obhgation starting June, 2015, and at 
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the end ofthat paragraph you say additional tariffs 
and riders -will be required to inplement the 
provisions of the stipulation paragraph IV. 1 .r. What 
additional tariffs and riders will be required? 

A. I don't know for certain until tiie 
stakeholder process is conpleted. But I figure 
some -sj^^^rpaersome form of a GSR-type ridef*"' 
•will be needed. There may need to be an 
uncollectible rider. There may need to be a rider to 
address defaults. I am sure there are others I am 
not thinking of because we are not through the whole 
stakeholder process in the CBP development. 

Q. Does the ~ does tiie FAC rider continue 
after May, 2015? 

A. I believe the stipulation addresses 
tiiafs a possibility in that context of, I believe. 
the GRR. 

Q. I was hoping you could explain tiiat to 
me. I think your reference is on page 8 in paragiaph 
M. 

A. Yes, yes, thafs correct. To me ifs a 
provision that sets out the possibility that tiie fuel 
related to GRR assets may run through a modified FAC 
mechanism and instead of tiie GRR rider but not 
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knowing for sure what the Commission may ultimately 
order in those other proceedings. 

Q. Okay. Yeah. I was trying to understand 
whether this actually is talking about a separate FAC 
rider continuing after May 31,2015, or whether ifs 
going to be folded into the GRR and so those - those 
fuel costs would just be included in the GRR. Is 
that ~ do you know at this point — I guess at this 
point you don't know which one it will be. 

A. Correct. 
MR. CONWAY: The answer is yes. 

Q. The answer is yes. So you can't explain 
it to me. 

MR. CONWAY: Au contraire. 
MR. LANG: At this point ifs not one or 

the other. It hasn't been decided. I was hoping he 
would be able to explain to me that it was one or the 
other. 

MR. CONWAY: He has hasn't been appointed 
chairman yet. 

MR. LANG: Yes. 
MR. CONWAY: Of the Commission, not the 

company, nor ofthe company. 
MR. LANG: 1 understood. 
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Q. Do you know whether AEP Ohio has a 
preference? 

A. I have no idea. 
Q. For you as the rate design person, do you 

have a preference? 
A. I do what the Commission tells me to. 
Q. Right But in terms ef^SeS^fSS^very,- . ; -

does one make more sense as compared to the other? 
A. I don't know that I've thought it all the 

way through but. 
Q. Okay. Has AEP Ohio projected the level 

of rider TCRR for the term ofthe ESP? 
A. No, not to my knowledge. The only thing 

we have is the projections that were included in our 
most recent TCRR filing back in March, April which 
I'm - 1 don't even remember the projection period 
for that. I think it might have been ~ might have 
been July to June, July, '11, to June, '12. I don't 
remember the exact period but thafs the only one I 
can ~ I am aware of 

Q. And is that the ttansmission cost number 
that you used in your rate impacts? 

A. No. I don't think I changed it from what 
I originally had in here. 

Page 4 8 

Q. Okay. So you ~ you continued to use 
what you had from your January filing? 

A. Correct. 
Q. Okay. Going back to the assumptions 

page, this page. 
A. Workpaper DMR 145? 
Q. Yep. Under "current typical bills 

reflect," it says "SEET rider for CSP not included." 
Why is that ~ why was the SEET rider for CSP not 
included on current typical bills? 

A. I didn't include it because ifs going to 
expire at the end of this year. 

Q. And so your ~ the ~ and then two lines 
below that you say "phase in recovery rider on OP," 
Ohio Power only. Whafs ~ whafs that a reference 
to? 

A. Basically absent the merger and - absent 
the merger and absent approval ofthe merger, in 
other words, an approval ofthe stipulation phase in 
recovery rider would only apply to Ohio Power. 

Q. Okay. And so are you using the phase in 
recovery rider value for - that would exist for Ohio 
Power in 2012? 

A. That is correct. 
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Q. Okay. There's ~ there's not a value for 
2011 because it hasn't been put in place yet. 
correct? 

A. Correct. 
Q. Okay. I understand. I am going to put 

back in front of you again Exhibit LJT-2, Laura 
-'^Thomas -'-which is Laura Thomas's c a l c u l a t i s ^ ^ ^ ^ ' ^ 

market rate offer price test. In this calculation 
are tiiere components of this, and particularly with 
regard to the generation service price, that are 
prices that you provided to Ms. Thomas? 

A. For example, you mean Exhibit LJT-2, page 
1, column 1, 2, and 3 all match workpaper DMR page 
68. 

Q. So thafs whafs labeled tiie 2011 base 
ESP grate? 

A. Thafs correct. 
Q. Okay. 
A. And the 2011 full fiiel, total generation 

service price. So my workpaper and her exhibit 
match, but primarily I would have been giving her the 
base g components, and then I believe she is 
weighting them. 

Q. Okay. Thaf s what I wanted to ~ did 
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she ~ okay. Are these values that you specifically 
provided to Ms. Thomas that she used in her 
testimony? 

A. If you go to, I guess, page 10 of my 
testimony, I talk about where I provide information 
to Ms. Thomas. I believe I provided her the proposed 
base generation prices. You add to that the forecast 
FAC costs and make the TCRR generation component 
adjustinent so, yes, looks like I provided her the 
information for line 1 of her Exhibit LJT-2, thank 
you, page 1. 

Q. Did you also provide whafs on line 15, 
the stipulation ESP price? 

A. Yes. 
Q. Okay. Are there any other rows of her 

LJT-2 that were provided by you? 
A. The main one was the stipulation ESP 

price on line 15. I tiiink I gave her as we discussed 
eariier the 2012. 2011 is base ESP g rate and I 
think those are the main things I provided 
Ms. Thomas. And for some of these I think we were 
kind of back and forth between the two of us but were 
in sync as far as the values so thafs why I'm a 
little fuzzy. 
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Q. Okay. I wanted to revisit one - one 
topic that we had talked about. We were talking 
about the $6 milhon quarterly for tiie M I'R in 2012. 
Do you know what the purpose is ofthe $6 milhon. 
that $6 million of revenues? 

A. It was just an agreed upon term of the 
;settlement .c i " ^ " ' " ' 

Q. Is there - is there any specific use of 
those revenues provided for by AEP? 

A. Ifyou are asking me is that money 
earmarked for something, that wouldn't even be my 
call but not that I am aware of 

Q. Is the ~ well, my last question was. 
The $10 shopping credit for the schools, I think your 
testimony is that ifs reflected in the - in the 
MIR; is that correct? Is it - let me ask ~ ask 
that a different hopefully better way. 

Is the $10 shopping credit part of the 
credits that are calculated for different customer 
classes in the MIR? 

A. The $ 10 megawatt hour shopping credit, 
the dollars related to that, plus the dollars 
produced by the MTR rates, the net ofthat should 
produce 6 milhon quarterly until the end of 2012 or 
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securitization, whichever is earlier, and then zero 
dollars tiiereafter. So in that manner it isn't asked 
of ~ asked for in the MIR. 

Q. In practical terms is each customer ~ is 
each customer that quahfies for the credit getting a 
separate credit, or is that credit embedded in the 
market fransition rider? 

A. Any customer that qualifies for the $ 10 
megawatt hour credit I would expect would get a 
separate line item on tiieir bill. 

Q. Separate from tiie MTR? 
A. I would expect but I can't guarantee that 

at this point. 
MR. LANG: All right Those are all the 

questions I have. Would any attomey on the phone 
like to ask questions? 

MR. BONNER: Yes, Doug Bonner for Ormet 
has a few questions. 

MR. ETTER: Go right ahead. This is 
Terry Etter of OCC. 1-wih have a few as well. 

THEWIINESS: Doug, would you mind before 
we started if 1 took a really health break? 

MR. BONNER: Sure. 
THEWIINESS: Thank you. 

ARMSTRONG & OKEY, INC 

13 (Pages 49 to 52) 

Columbus, Ohio (614) 224-9481 
feda9735-5c74-437e-b91e-24b3e52e0562 



David Roush 

1 
2 
3 
4 
5 
6 

r e ^ 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Page 53 

MR. LANG: Lef s take a 5-minute break 
now. 

MR. BONNER: As long as I get one too. 
MR. LANG: We'll wait for you to come 

back. We'll go off the record. 
(Recess taken.) 

S « * W » * > * " K . - r . ,; ; -»—« '• - • 

EXAMINATION 
By Mr. Bonner: 

Q. Mr. Roush, my name is Doug Bonner. I'm 
witii the law firm of SNR Denton in Washington, D.C, 
and I represent Omiet in this case. 

I want to ask you a few questions about 
the load factor rider portion ofthe stipulation, if 
I may. Direct you to your September 13 testunony. 
According to the stipulation ~ on page 12, please. 
ifyou could tum to that. 

A. I'm there. 
Q. Beginning at lines 10 through 14, you 

state that "the load factor rider is a nonbypassable. 
revenue neutiral demand charge and energy credit" 
available - "applicable to all customers taking 
service under standard service offer or open access 
distribution service Schedule GS-2, GS-3, and GS-4 
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having montiily peak demands of less tiian or equal to 
250 megawatts"; is that correct? 

A. Yes, thafs correct. 
Q. How many AEP Ohio customers have monthly 

peak demands in excess of 250 megawatt per montii? 
A. I'm aware of only one. 
Q. Would tiiat be Ormet, my client? Are you 

aware? 
I didn't hear your answer. Or are you 

thinking about it? 
A. I'm j ust stmggling with tiie answer 

because we generally tiy not to identify customers' 
specific information. 

Q. Well, I understand but ifs a matter of 
record, isn't if in this proceeding that Ormet has a 
monthly peak demand of approximately 520 megawatts 
and is the largest industiial user or ratepayer of 
AEP Ohio? 

A. Well, I believe I agree witii your 
statements. I'm not sure that tiie conpany - 1 don't 
recall the company making those statements in tiiis 
proceeding. 

Q. Yeah, I recognize the company may not 
have made tiiose statements. I think ifs certainly 
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in the record elsewhere in the proceeding. You, for 
exanple, may have read Mr. ~ Witness Stephen Baron's 
testimony? Did you review his testimony in support 
ofthe stipulation? 

A. Very cursory at the time because I was 
very pressed at getting my o-wn done. 

Q. I understftad&iMiyau were a witness in •. 
the ~ you were a witness in the Ormet unique 
arrangement proceeding before tiie Ohio Commission in 
to '09, were you not? 

A. No offense, sir, but I don't remember. 
Q. You are not denying you testified as a 

witness on behalf of AEP in the Commission's 
consideration of Ormet's unique arrangement, are you? 

A. No, I'm not denying if sir. I'm not 
denying it, sir, but I have been in so many 
proceedings I just don't remember that one. 

Q. Right But you will agree with me for 
tiie purpose of my question tiiat Ormet is the largest 
industiial user ratepayer of AEP Ohio in Ohio? 

A. Yes, sir. 
Q. Okay. And what is your understanding as 

to why the monthly peak demand cap of 250 megawatts 
or less was used for purposes of the load factor 
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rider eligibility? 
A. My understanding was it was just a term 

agreed upon in the settlement. 
Q. What ~ whafs your understanding ofthe 

approximate current armual load requirements ofthe 
entire GS-4 class of ratepayers? 

A. In terms of kilowatt hours, sir? 
Q. Kilowatt or megawatt hours, yeah, on an 

annual basis. 
A. Between the two companies roughly 12.2 

bilhon kilowatt hours if I'm doing the math 
correctly from workpaper DMR page 54. 

Q. And can you translate that figure for 
megawatt hours? 

A. Sure, roughly 12.2 million megawatt 
hours. 

Q. You are a lot better at math, I am sure. 
than I am. Thank you. So just to be ~ I want to be 
sure I got - got this question answered, there are 
no other AEP Ohio customers other than Ormet that 
have a monthly peak demand of greater than 
250 megawatts at the present time? 

A. T h a f s -
Q. Thaf s correct? 
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1 A. Thafs correct as far as retail 
2 customers. 
3 Q. Okay. Mr. Roush, if s ti^ie that 
4 excluding Ormet from this load factor rider in the 
5 stipulation will mean that Ormet wall end up paying 
6 approximately $20 million per year more in 
7 electricity rates than Ormet w o u ^ p ^ i ^ i T w a s : 
8 included in the load factor pro-vision? 
9 A. I haven't done that math. Go ahead. 

10 Q. I'm sorry. I didn't want to ~ do you 
1 1 want to finish your answer? Did you ~ did AEP do 
12 any calculations of any kind to determine what the 
13 impact ofthe 250 megawatt cap on the load factor 
14 rider eligibility would have on ~ on its largest 
15 industrial customer, Ormet? 
16 A. There were calculations performed during 
17 the course of the settlement discussion and pro-vided 
18 to Ormet. 
19 MR. CONWAY: I think, Doug, one ofthe ~ 
2 0 this is Dan Conway. One ofthe complications is the 
2 1 discussions in the settlement meetings are 
2 2 confidential and pri-vileged in our -view, and I think 
2 3 thafs about as far as I can let Mr. Roush go in 
2 4 describing the contents of discussions. 
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1 knows but if you ~ if you could ask ~ 
2 Q. Can you answer that question specifically 
3 if ~ if the - if the clause in the stipulation 
4 specifically in paragraph IV. 1 .b were not to have the 
5 quahfying language of GS-4 customers having monthly 
6 peak demands of less than or equal to 250 megawatts 
7 and.ttiieiefore,'would apply to Ormet, what would be -j 
8 the impact on Ormet's electricity rate or total 
9 payment per year of electricity to AEP Ohio? 

10 A. I don't tiiink I can do the exact math on 
11 the fly, but I can give you kind of a ballpark by 
12 looking at WP DMR page 54. 
13 Q. Which is attached to your testimony? 
14 A. It's my workpapers. 
15 MR. CONWAY: Ifs not attached to the 
16 testimony, is it, Dave? 
17 Q. Ifs part of your workpapers that are in 
18 the record. 
19 A. I think it was ~ I think the workpapers 
2 0 were provided in response to — were they provided in 
21 response to discovery? 
2 2 MR. CONWAY: My understanding, Doug, tiiis 
2 3 is Dan Conway again, my understanding is that it's 
2 4 not actually attached ~ the workpapers are not 

^Ssfe-s^ .U"- ' 
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1 MR. BONNER: To be clear, I'm not asking 
2 Mr. Roush to disclose any specific conversation that 
3 may have occurred during our settlement negotiations. 
4 Quite the contrary. I amjust simply asking what 
5 the ~ specifically what the impact of this load 
6 factor rider exclusion will have on my client's 
7 electricity costs and thafs certainly quite relevant 
8 to the Commission's consideration ofthe stipulation 
9 and its impact on - on Onnet I would ask ~ I 

10 would like to get an answer as to what the ~ and the 
11 witiiess has confirmed that specific calculations were 
12 done as to what the rate impact would - would ~ 
13 -will be on Ormet. 
14 MR. CONWAY: Why don't we ~ would you 
15 mind just - why don't you ask him, if you haven't 
16 already, maybe you have, but ifyou can ask him what 
17 the — maybe you already did this, ask him what the 
18 impact on Ormet would be in a dollars per year if the 
19 load factor provision apphed to Ormet that Ormet was 
2 0 eligible for it as compared to not being eligible for 
21 it. And then - that would keep us out of the ~ 
2 2 MR. BONNER: Asked in kind of a different 
2 3 way but I will be happy to ask it this way. 
24 MR. CONWAY: I don't know whetiier he 
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1 attached to the testimony. The testimony has 
2 Exhibits 1 through 5, and the workpapers are separate 
3 backup paperwork that we fiimished in discovery. 
4 MR. BONNER: Okay 
5 MR. CONWAY: So he's given you the page 
6 number from the set of workpapers which is a 
7 collection of papers that's I don't know how many 
8 pages long but ifs 100 plus. 
9 THE WITNESS: Mine is 145 and I don't 

10 know what others are. 
11 MR. CONWAY: So ifs a stack of papers 
12 150 pages. 
13 MR. LANG: You sent out a disc too. 
14 MR. CONWAY: And we provided it on disc, 
15 and he's identified the page. 
16 Go ahead, Dan. 
17 THEWIINESS: Ifs page 54 of 145 of WP 
18 DMR. 
19 MR. CONWAY: WP stands for workpaper 
2 0 obviously and DMR, Dave M. Roush. 
21 MR. BONNER: Thank you. 
2 2 A. So just to kind of rough - rough justice 
2 3 the number you are asking for there's roughly 4,000 
2 4 megawatts of demand at 657 a megawatt — or $6,570 a 
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1 megawatt, and there's roughly 2.8 million megawatt 
2 hours at a credit of ~ the credit shown on the 
3 workpapers is .01545 but it would go down if Ormet -
4 the credit factor would go down if Ormet were 
5 included. But ifyou kind of do that arithmetic, 
6 you're 2,000 ~ 

!f»*:rf.^7* Q. And what---wh&rwould be tile total" 
8 electric rate impact to Ormet on an annual basis if 
9 they were included in the current load factor rider? 

10 A. Thafs where I'm —I was just trying to 
11 do the arithmetic in my head so give me just a 
12 second. 
13 Q. Sorry. Yeah, I'm not there so I can't — 
14 A. You can't see the puzzled look on my 
15 face? 
16 MR. CONWAY: I have to say - this is Dan 
17 again, Dan Conway, Doug. I have got to say this is 
18 all got to be considered ~ 
19 MR. BONNER: I'msony. I am having 
2 0 trouble hearing you, Dan. 
21 MR. CONWAY: It ah has to be considered 
2 2 somewhat tentative because he is trying to do this 
2 3 math in his head, and he's already pro-vided one 
^ 4 caveat which is once you disturb the - or once you 
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1 stipulation at page 7. 
2 A. Yes, I'm there. 
3 Q. Ifyou could ~ if I could direct your 
4 attention to Mr. Baron's testimony at page 7, lines 
5 19 to 20. And there he states that "Including Ormet 
6 in the LFP," referring to the load factor pro-vision, 
7 ''woT:! ,̂;0raMjS.5 c'astomers of AEP OWo apprGjfo^tely 
8 $11.9 million and would cost the GS-3/GS-4 customers 
9 $50.9 milhon" which numbers he said he calculated 

10 using load factor provision factors provided to OEG 
11 by AEP Ohio and based on assumptions taken from your 
12 workpapers. 
13 Now, how, Mr. Roush, do you reconcile 
14 Mr. Baron's testimony about the impact — revenue 
15 impact on GS-2 and GS-3/GS-4 customers other than 
16 Ormet if it were to be included in the load factor 
17 provision with your approximation of an $ 18 million 
18 impact to Ormet if it were to be included in the load 
19 factor provision? 
2 0 A. My reconcil ~ reconciliation would be it 
21 appears Mr. Baron is probably doing the calculation 
2 2 over the term of the ESP rather than just a one-year 
2 3 number that I computed. 
24 Q. And the determined ESP would be through 
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1 change the eligibility, it kind of changes how 
2 everything gets, I guess, I don't know if spread is 
3 the right word or calculated, so ifs a - it's an 
4 estimate on the fly so ~ 
5 MR. BONNER: Objection. I mean, Dan, 
6 please do but I would like to have him finish his 
7 answer if he can. 
8 A. If I am doing the math right which as 
9 we've discussed previously this is rough justice and 

10 not accounting for the fact that the energy credit 
11 would go down, it looks like the demand charge would 
12 be roughly $24 million and the energy credit would be 
13 roughly $42 million for a net in the neighborhood of 
14 $18 million. 
15 Q. So a net reduction of $ 18 million for 
16 Ormet if they were to be included in the load factor 
17 rider? 
18 A. Thafs my, yeah, rough on the fly 
19 calculation totally just using my head with no 
2 0 calculator or computer. 
21 Q. For — thank you for providing that. If 
2 2 I could refer you now to, helpfully you were able to 
2 3 bring this or your attomey was able to bring it at 
2 4 my request, Mr. Baron's testimony in support ofthe 
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1 2015; is that right or 2016? 
2 A. Yeah, May of'16. I haven't seen the 
3 math that Mr. Baron has done but just on its surface 
4 that appears to me to be the difference. 
5 Q. Okay. So you don't agree that the 
6 numbers — the revenue numbers that he uses in his 
7 testimony here are annual numbers but over the course 
8 ofthe entire ESP term? 
9 A. And actually I believe he says that on 

10 the top of page 9 having now just tumed the page. 
11 Oh, no, thafs a different value, I apologize. 
12 Q. Okay. 
13 A. Thafs a different value. I apologize. 
14 I'm incorrect, but my assumption is that based on the 
15 rough calculation I did today that the calculation 
16 shown on page 7 must be for multiple years. 
17 Q. Okay. Thank you. Mr. Roush, what would 
18 be the impact of including the first 250 megawatts of 
19 Ormef s load in the load factor provision? 
2 0 A. I don't know for certain, but it would be 
21 something less than the values we were just 
2 2 discussing that I calculated earlier. 
2 3 Q. Assuming a peak demand for Ormet of 520 
2 4 megawatts, would the - would the impact of including 
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the first 250 megawatts of Onnef s load be roughly on 
the order of 50 percent reduction in electric rates 
in your estimation for whatever assumptions you want 
to use that you used to calculate tiie 18 million net 
reduction? 

A. I apologize. I am going to ask the 
reporter to readii&^^afe^SSfc- '̂-. - .; -

MR. BONNER: Could you do that, Ms. Court 
Reporter, please. 

(Question read.) 
THEWIINESS: Thank you. 

A. If roughly half of Oi inef s load was 
included in tiie load factor rider, the answer would 
be roughly half of the approximate 18 million we 
calculated earlier. 

MR. BONNER: Thank you. I have no other 
questions. Thank you, sir. 

THE WITNESS: You're welcome, sir. 
MR. ETTER: This is Terry Etter witii OCC. 

Is there anyone else who wants to ask questions? 
Okay. I guess I'll go ahead. 

— 

EXAMINATION 

Page 66 

ByMr. Etter: 
Q. Good aftemoon, Mr. Roush. How are you? 
A. Just great, sir. How about you? 
Q. I'mjust fine. I have a few questions. 

and I hope not to cover any ground that anyone else 
has already covered. I did get in a little late to 
the start ofthe deposition, but hopefully we will be 
able to cover new ground and not have to repeat 
our - repeat anything you've already said. 

Let's start off on page 5 ofyour 
prefiled testimony and on lines 5 and 6 you talk 
about the elimination ofthe POLR charge rider being 
a benefit to customers. How is that a benefit to 
customers? 

A. I guess from my perspective the 
elimination of any charge is a benefit to customers 
and thafs kind ofthe frame I was viewing it. 

Q. Does AEP Ohio currently have a POLR 
charge rider? 

A. Yes, it does ~ or Columbus Southem 
Power and Ohio Power Company do, yes. 

Q. Okay. And for what customers is that 
rider ~ is that on all customers, or is it just for 
a certain set ofcustomers? 
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A. It applies to all customers with two 
exceptions. The first being a customer who has 
waived their right to retum at SSO rates can be POLR 
exempt. And the second pro-vision is related to 
govemmental aggregation that elects to waive that 
right can be POLR exempt. 

- ' Q." So AEP's POLR charge is not c^ssM^jS^^-
current rates? 

A. The POLR rider is a separate rider. 
Q. Now, at page 8 ~ just to follow-up there 

so the customers that waived the shot ~ the question 
deals -with the rate that customers that waived the 
2009 to 2011 POLR charge rider. Those were the 
customers who shopped and who are in aggregation; is 
that right? 

MR. CONWAY: Shopped? 
A. I'm sorry, Mr. Etter. I'm not sure I 

followed that one. 
Q. Well, the question on page 4, hne 20, it 

says "Does the stipulation modify the rate that 
customers tiiat waived the 2009 to 2011 POLR charge 
rider will pay, should they retum to the standard 
service offer?" So does the removal ofthe POLR 
charge rider only benefit those customers? 

Page 68 

A. No. There's actually two things going 
on. One is the POLR is being eliminated. The other 
is that customers who waived the POLR charge rider 
during 2009-2011 under the terms of tiie current POLR 
rider are ~ were obligated to retum at market-based 
rates. And under the stipulation we're saying they 
now can come back at SSO rates. 

So there's really two things going on. 
One is the elimination ofthe POLR. The second one 
is the elimination of people — the elimination for 
folks who waived POLR ofthe requirement that they 
retum at market-based prices. They can retum at 
the SSO rates just like anyone else. 

Q. I see. Now, on page 8, lines 9 tiirough 
11, you state that "The first step in the design of 
the proposed base gen - generation rates was to 
determine the market-based price relationship for the 
various types of customer usage." Were current rates 
part ofthe calculation ofthat rate design? 

A. No. 
Q. Where - where did you begin on that? 
A. I began -with the load shapes by the ; 

various rate classes so the load shapes by the 
various rate classes times prices based on the 
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competitive benchmark model to come up with a total 
market-shaped price, and I am kind of walking through 
the steps of Exhibit DMR-2 again. 

Q. Okay. 
A. And then adjusted for certain generation 

costs in the transmission rider to get market-shaped 
rates adjustatfcft:fransniission. TlienIscaledthose 
rates down and deducted fiiel to get to base 
generation rates that produced the stipulated values. 
So nowhere in that computation were the current rates 
considered otiier than the fuel and the transmission 
adjustinent 

Q. You are aware of the remand from the 
first ESP case, are you not? 

A. Yeah, generally. 
Q. Okay. What - what effect on these rates 

would the decision ofthe remand case have? What 
effect would the decision in the remand case have on 
these rates? Put it that way. 

A. On the company's proposed base generation 
rates? 

Q. Yes, yes. 
MR. CONWAY: Are you talking - just a 

second. Mr. Etter, tiiis is Dan Conway. I think I'll 

Page 7 0 

object to the form ofthe question. I think it's 
vague and let me just explain to you what I mean. I 
am not sure whether you are talking about the Supreme 
Court's decision or some other decision by the, for 
example, the Commission. So ifyou could be clear 
about that, I would appreciate it. 

MR. ETTER: Yeah. I'm talking about the 
Commission's decision in the remand case thafs going 
on right now. 

MR. CONWAY: There's - tiiere is no 
decision in that case yet. 

MR. ETTER: Right, right. 
Q. But if - when the Commission comes out 

with the decision, would it have an effect on the 
base generation rates that you have calculated? 

A. Thank you for the clarification. And, 
no, it would not change the base generation rates 
that I have calculated. 

Q. Now, at the bottom of page 9, lines 18 
and 19, you state that "the design ofthe Stipulated 
base generation prices rationalizes the rate 
relationships based upon the manner in which the 
market would price such loads using the same 
methodology used by Company Witness Thomas." Is this 
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the same methodology used to rationalize the rate 
relationships in the application, the original ESP 
application in this proceeding? 

A. Yes, the methodology I am using is the 
same I filed - the methodology is the same as what I 
originally filed. The values are different 
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Q. Right. Now, if you'll tum to page 15 of 
your testimony, and I'm looking at tiie bill 
comparisons that you've done on page - on lines 11 
through 13, the bill impacts. Does that ~ does -
do those prices that you have quoted there, do they 
reflect a comparison ofthe two charts that are on 
page 1 of Exhibit DMR-1? 

A. No. Those values actually come directiy 
from bill calculations on page ~ workpaper DMR page 
84 through 87 for a thousand kilowatt hour 
residential customer. 

Q. Okay. So is that comparing 2011 rates to 
the proposed ESP rates? 

A. The peculiar calculation shown on WP DMR 
page 84 tiirough 87 is the actiial August 30,2011, 
rates versus what the January 1,2012, rates would be 
under the stipulation. 

Page 72 

Q. And that's not - well, that would take 
into account the delay in the phase in rider for 
phase in residential customers, correct? 

A. That is correct. 
Q. Have you done a comparison of what the 

2013 rates witii tiie 2011 rates, the August 30, 2011, 
rates would be with the phase in rider included? 

A. No, I have not. 
Q. Why not? 
A. I didn't think it was necessary. I have 

compared ~ done a different calculation other than 
the one sho-wn on DMR 84 to 87 which compared 2012 
pre-ESP rates to 2013 - 2012 rates post-ESP, 2013 
rates post-ESP, and 2014 rates post-ESP and those are 
in workpaper DMR page 88 tiirough 144 with the 
assumptions on WP DMR page 145 and tiiose are also 
summarized in my Exhibit DMR-5. 

Q. And the -okay Those are usmg the 
2012 rates before the proposed ESP; is that right? 

A. Thafs whafs on the current side. 
correct, with the assunptions that are detailed on WP 
DMR page 145. 

Q. Okay. Has the conpany AEP Ohio 
calculated the revenues it will receive under the 

ARMSTRONG & OKEY, INC. 

18 (Pages 69 to 72) 

Columbus, Ohio (614) 224-9481 
feda9735-5c74-437e-b91e-24b3e52e0562 



David Roush 

Page 73 

1 stipulation? 
2 A. I believe but I can't say for certain 
3 that that would have been part of the pro forma 
4 financials that Witness Allen presented. I also have 
5 some calculations in my workpapers kind of starting 
6 with workpaper DMR page 1 through ~ at least through 
7 page 5&^^^^ri55apers tiiat are ~ that underlie '̂ •̂- " 
8 tiie calculation sho-wn in Exhibit DMR-1. 
9 Q. Can you give me a ballpark estimate as 

10 to, you know, what those revenues might be? 
11 A. I guess the - the ballpark estimate I 
12 can give you is tiie difference between current base 
13 rates, current fiiel, and environmental versus 
14 proposed 2012 base rates and tiiird quarter 2011 
15 projected FLAC - FAC, I'm sorry, which tiie - tiiese 
16 values I am looking at on WP DMR page 1 and page 2,1 
17 see total current generation revenue of roughly 2.3 
18 bilhon total proposed generation revenue of roughly 
19 2.5 billion so a change of 200 million. 
2 0 Q. Did the company calculate flie revenues it 
21 would have received under the original apphcation in 
2 2 this ESP proceeding? 
2 3 A. Again, I am sure it would have been in -
2 4 incorporated into the pro forma financials that I 
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1 beheve Witness Nelson presented originally. And I 
2 would have had similar workpapers to WP DMR 1 and 2 
3 that we were just talking about as well in the 
4 original application. 
5 Q. And do you remember what - what those 
6 figures would have been for the generation revenues? 
7 A. Not a chance. 
8 Q. Okay. Your memory is not that good, huh? 
9 A. Nope. 

10 MR. ETTER: That's all the questions I 
11 have. Thank you very much. 
12 THEWIINESS: You're welcome, sir. 
13 MR. LANG: Anyone else? I don't think so 
14 but anyone else? Nope. 
15 Thank you, Mr. Roush, for your patience 
16 tills aftemoon. 
17 You're reserving signature? 
18 MR. CONWAY: Yes. We will not waive 
19 signature. We would like to read the franscript 
2 0 MR. LANG: And I believe that concludes 
21 the deposition. Anything else from the folks on the 
2 2 phone? 
2 3 MR. BONNER: No, thank you very much. 
2 4 MR. LANG: Have a good weekend. 
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1 MR. CONWAY: Have a good weekend. 
2 THEWIINESS: Thanks. 
3 MR. LANG: Bye. And we can go off the 
4 record. 
5 (Thereupon, the deposition was concluded 
6 at 3:38 p.m.) 
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1 State of Ohio 
: SS; 

2 County of : 
3 I, David M. Roush, do hereby certify that I 

have read the foregoing transcript of my deposition 
4 given on Friday, September 23,2011; that together 

with the correction page attached hereto noting 
5 changes in form or substance, if any, it is true and 

correct. 
6 
7 

David M. Roush 
8 
9 I do hereby certify that the foregoing 

transcript ofthe deposition of David M. Roush was 
10 submitted to the witness for reading and signing; 

that after he had stated to the undersigned Notary 
11 Pubhc that he had read and examined his deposition, 

he signed the same in my presence on the day 
12 of ,2011. 
1 3 

14 Notary Pubhc 
15 
16 Mv commission expires , . '. 
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CERTIFICATE 
State of Ohio 

: SS: 
County of Franklin : 

I, Karen Sue Gibson, Notary Public in and for 
the State of Ohio, duly commissioned and qualified, 
certify that the within named David M. Roush was by 
me duly swom to testily to the whole truth in the 
cause aforesaid; that the testimony was taken down by 
me in stenotypy in the presence of said witness, 

^ afterwards transcribed upon a compiiter; that the 
foregoing is a true and coirect transcript ofthe 
testimony given by said witness taken at the time and 
place in the foregoing caption specified and 
completed without adjournment 

I certify that I am not a relative, employee, 
or attomey of any of the parties hereto, or of any 
attomey or counsel employed by the parties, or 
financially interested in the action. 

IN WITNESS WHEREOF, I have hereunto set my 
hand and affixed my seal of office at Columbus, Ohio, 
on this 24th day of September, 2011. 

Karen Sue Gibson, Registered 
Merit Reporter and Notary Public 
in and for the State of Ohio. 

My commission expires August 14,2015. 

(KSG-5420b) 

.^K^Sfe-'sS-^-
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BEFORE THE PUBLIC UTIUTIES COMMISSION OF OHIO 

In the Matter ofthe 
Application of Ohio Power; 
Company and Columbus Power: 
Coin)any for Authority to : Case No. 10-2376-EmNC 
Merge and Related 
Approvals. 

In the Matter ofthe : 
Application of Columbus : 
Southen> Power Company : ..i:5»-F,̂ i.«r-
and Ohio Power Company : r;..r."^:^^«:^5*.'^**'"^ .:. 
for Authority to Establish: 
a Standard Service Offer : Case No. 11 -34«-EL-SSO 
Pursuantto §4928.143, : CaseNo. 11-348-EÎ SSO 
Ohio Rev. Code, in the 
Form of an Electric ; 
Security Plan. 
In the Matter ofthe : 
Application of Columbus : 
Southern Power Company : Case No. 11 -349-EL-AAM 
and Ohio Power Company : Case No. 11 -350-EL-AAM 
for Approval of Certain : 
Accounting Authority. : 

In the Matter ofthe 
Application of Columbus : 
Southem Power Company to : Case No. 10-343-EL-ATA 
Amend its Emergency 
Curtailment Service 
Riders. 

In the Matter ofthe : 
Application of Ohio Power; 
Company to Amend its : Case No. 10-344-EL-ATA 
Emergency Curtailment : 
Service Riders. : 

In the Matter ofthe 
Commission Review ofthe : 
Capacity Charges of Ohio : Case No. IO-2929-EL-UNC 
Power Company and Columbus: 
Southem Power Company. : 

In the Matter ofthe : 
Application of Columbus : 
Southem Power Company for: 
Approval of a Mechanism to: Case No. 11-4920-EL-RDR 
Recover Deferred Fuel 
Costs Ordered Under Ohio : 
Revised Code 4928.144. : 

In the Matter ofthe 
Application of Ohio Power : 
Company for Approval of a : 
Mechanism to Recover ; Case No. 11 -4921 -EL-RDR 
Deferred Fuel Costs : 
Ordered Under Ohio Revised: 
Code 4928 144 • 
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DEPOSITION 
of Kelly D. Pearce, taken before me, Karen Sue 
Gibson, a Notary Public in and for the State of Ohio, 
at the offices of Porter, Wright, Morris & Arthur, 
LLP, 41 South High Street, Columbus, Ohio, on Friday, 
September 23, 2011, at 9 a.m. 
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Porter, Wright, Monis & Arthur, LLP E X H I B I T 
By Mr. Daniel R. Conway 
41 South High Street ]§ - / - ^ 
Columbus, Ohio 43215-6194 g L 

By Mr. David A. Kutik 
Northern., , , ^ _ ^ 

- - - 9 0 1 Lakeside Avenue i -5a?i5 
Cleveland, Ohio 44114 

On behalf of FirstEnergy Solutions 
Coiporation. 

SNR Denton US, LLP 
By Mr. Douglas G. Bonner (via telephone) 
1301 K Street NW 
Suite 600 East Tower 
Washington, D.C. 20005 

On behalf of Oimet Primary .Muminum 
Corporation. 

McNees, Wallace & Nurick, LLC 
By Mr Frank P. Darr (via telephone) 
Fiflh Third Center, Suite 1700 
2! East State Street 
Columbus, Ohio 43215-4288 

Onbehalf of Industrial Energy Users. 

ALSO PRESENT: 

Mr. Pat Lawrence (via telephone). 

. . . 
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Friday Moming Session, 
September 23, 2011. 

» 

KELLY D. PEARCE 
being by me first duly swom, as hereinafter 
certified, deposes and says as follo-ws: 

EXAMINATION 
By Mr. Kutik: 

Q. Please state your name. 
A. Kelly Douglas Pearce. 
Q. Mr. Pearce, where do you work? 
A. American Electric Power Service 

Corporation. 
Q. What do you do there? 
A. I am the director of contracts and 

analysis in the regulatory services department. 
Q. Have you been deposed before? 
A. Once. 
Q. Okay. When was that? 
A. Earlier this year. 
Q. What was that for? 
A. It was related to a ~ an employment 

matter with the company. 
Q. The company was being sued? 
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A. Yes, it -was. 
Q. Then can I assume that you understand the 

rules of a deposition in terms of answering questions 
with words and refirain from using gestures, nods of 
the head, and things the court reporter can't pick 
up? 

A. Yes^s i r . ;—- -
Q. Okay. On page 2 ofyour testimony. 
A. Yes, sir. 
Q. At lines 15 through, oh, about 17,1 

guess. 
A. Uh-huh. 
Q. You say among other things, that you've 

done financial analyses conceming AEP - AEP's 
generation resources and load obligations, correct? 

A. Yes, yes. 
Q. What does that mean? 
A. Well, it could be a number of different 

things. It could include when the company has looked 
at acquiring particular generation assets, what would 
be the financial impacts ofthat. Ifwe are in 
negotiations with a particular wholesale customer 
like a municipality or cooperative, what would be the 
financial impacts of that. 

Page S 

Q. What's been your role in this case? 
A. Could you define this case? 
Q. Sure. 
A. The stipulation? 
Q. Well, I'll break it down. What has been 

your role -with respect to the ESP? 
A. Very limited, fringes at times, nothing 

specific I recall. 
Q. Okay. And have you been involved prior 

to preparing the testimony that you have submitted 
and that you are here today to testify about in the 
10-2929 case? 

A. Yes, submitted testimony in that case 
that 1 prepared. 

Q. Okay. Were you involved in that case 
other than to prepare testimony? 

A. Intemal discussion meetings on the case 
itself is all that comes to mind. 

Q. Would it be fair to say that your only 
involvement with respect to the ESP case has been the 
submission of testimony that was filed within the 
last week or so? 

A. 1 think by and large that's tme. 
Q. And would you say your principal role in 
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the 10-2929 case was to file the testimony that you 
filed in that case? 

A. Correct, yes. 
Q. Would it be correct to say that the 

subject matter ofthe testimony that you've filed 
here, we'll say, and the testimony that you filed in 

;;..iS?3S^uis generally the same? .. - 3 ' • 
A. Well, I believe there's certainly 

overlap, but each one would stand on its own for 
purposes as stated in the testimonies. 

Q. Well, would it be correct to say that 
both dealt with supporting a particular price for 
capacity? 

A. Yes. I would agree with that. 
MR. KU IIK: Let's go off the record. 
(Discussion off the record.) 

Q. Let's go back on the record. Did you 
have any involvement in any ofthe negotiations 
relating to the stipulation? 

A. No, no, I did not. 
Q. Did you pro-vide any input to indi-viduals 

who were working on the stipulation -with respect to 
any issues in the stipulation? 

A. The only thing that comes to mind is to 
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the extent, you know, we had filed this capacity ~ 
similar capacity information at FERC, and it tumed 
out to be, you know, one ofthe points in the 
stipulation. Obviously people -within the company 
took that and relied on it. I was primarily 
developing that information for ~ for our FERC 
filing. 

Q. Okay. But no one came to you; they were 
just using the infonnation you had already prepared? 

A. Uh-huh. 
Q. Is that correct? 
A. To my knowledge, yeah. To my best 

recollection, that's tme. 
Q. The reason I ~ I asked the "is that 

correct" question is because you answered my question 
with "uh-huh." 

A. I'm sorry. 
Q. And you need to answer -with words. 
A. Yes. 
Q. Thank you. Is it correct that you 

transferred to the regulatory services area ofthe 
company which you work now in 2010? 

A. Yes. 
Q. Prior to that transfer in 2010, did you 
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have any involvement in supporting AEP's work for any 
case before the Pubhc Utilities Commission? 

A. It seems like I may have provided some 
minor support at times on our previous cases. I 
don't even remember the timeframe. Perhaps our rate 
stabihty plan or something but nothing comes to 
mind, nothingi-£*S*^aEraraM can really recall. 

Q. What specifically can you recall about 
any particular case that you worked on? 

A. I may have been involved in some meetings 
where 1 was ~ you know, as that was being formed or 
something, really attendance more than anything as 
far as asking my opinion. I don't even recall the 
nature ofthose. Again, the RSP was pretty long ago 
at this point. 

Q. So your only recollection of being 
involved, albeit in a minor way, was for the RSP 
case. 

A. That and, again, the - yeah, yes, that's 
all 1 recall at this time. 

Q. Okay. Did you have any role in any 
matters - this is now before 2010. 

A. Okay. 
Q. Did you have any role in any matters 

Page 10 

relating to AEP Ohio before the FERC? 
A. Several years ago our system integration 

agreement among the AEP East and West operating 
companies scheduled was how we shared off-system 
sales between our two zones. East zone and West zone. 
and I had a fairly significant role in that case, you 
know, preparing our filing at FERC, meeting -with FERC 
staff to discuss it prior to our filing. 

Q. That case wasn't specific to AEP Ohio, 
correct? 

A. Correct. It involved ~ I mean, it 
affected them but, no, it was ~ it was basically on 
behalf of all of our East and West operating 
coinpanies including the AEP Ohio companies. 

Q. So -with respect to your involvement prior 
to 2010, you can recall no case where - that you 
were involved before the FERC that dealt -with issues 
only relating to AEP Ohio? 

A. That's correct. 
Q. Now, you mentioned earlier that you had 

been involved in either making some filings or 
preparing some information for filings at the FERC 
relating to AEP Ohio? 

MR. CONWAY: I'm sorry. Could you reread 
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that question. 
MR. KUTIK: Let me rephrase it and I'll 

go back a couple of steps. 
MR. CONWAY: Okay 

Q. You mentioned that people, you thought. 
may have relied upon your work that had been filed at 
the FERC in negotiating the stipulatioBji;Sdfe»^~-: 
understand your testimony correctiy? 

A. Yes. 
Q. And what ~ go ahead. 
A. Okay. I do need to add to that. I was 

involved actually earher this year with one 
discussion with some ofthe PUC ~ PUCO staff on, you 
know, potential capacity price. 

Q. Okay 
A. I just recalled that, at their offices. 
Q. And was that in the context of the 

10-2929 case? 
A. Yes, I believe it was, yes. 
Q. Okay Going back to the FERC work that 

you did relating to AEP Ohio, can you describe that? 
And particularly I am talking about the things you 
were referring to that other people may have relied 
on in the negotiations for the stipulation. 

Page 12 

A. Well, again, this is our FERC filing, our 
205 filing at FERC, where we were proposing to amend 
or introduce ~ change the rate that we charged 
retail suppliers under the reliability assurance 
agreement consistent with Schedule 8.1. 

Q. Was there anything that you prepared that 
was filed in your name? 

A. I don't recall if that filing was filed 
in my name or that was an application I prepared, 
prepared the filing. 

Q. So you don't recall there being an 
affida-vit or some type of testimony that you filed in 
that matter. 

A. I would have to go back and look at the 
filing to see exactly what all was in that so, no, I 
don't at this point. 

Q. But whatever it is you - you helped 
prepare it by doing some calculations and analyses? 

A. Yes, I did. 
Q. Now, at some point, is it correct to say. 

that AEP Ohio opted to choose the FRR to satisfy 
capacity obhgations? 

A. Yes, along with the other East operating 
conpanies through our pooling agreement. 
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Q. Were you involved in the decision to do 
that? 

A. A little bit. 
Q. What does that mean? 
A. I did help do some analysis around the ~ 

when PJM was inplemented, their capacity market back 
in '07-£3'f^ as us maidng our initial election of ««^!S 
FRR versus RPM. 

Q. And when did that election take place? 
A. And actually let me correct myself lam 

saying 2007. I don't even remember exactly when that 
market started, ifit was 2007 or not, but it would 
have been prior to the first year. Actually I might 
have that. 

Yeah, it was started in June of'07, so 
it would have been sometime early '07, maybe late 
'06, sometime in that timeframe. 

Q. Would it be fair to say you were not a 
decision maker? 

A. Yes, that's fair to say. 
Q. But you provided information or analyses 

for those folks who were making the decision. 
A. Parts ofthe analysis. There were others 

that were doing much more of the heavy Ufting dian 
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myself 
Q. Okay. Do you understand why I'll say AEP 

East decided to go with the what I will call the FRR 
option as opposed to participating in the RPM 
process? 

A. I understand some of the reasons involved 
in that decision. 

Q. What's your understanding? 
A. Well, one ofthe strongest arguments, I 

think, for it was the fact that the installed reserve 
margin under the FRR margin was lower than it could 
potentially wind up to be through the reliability 
pricing model, and so we saw it as, you know. 
opportunity to save money for the company and our 
customers since you weren't obligated to carry as 
many effectively surplus or reserve megawatts, 
whatever you want to call them, under FRR versus RPM. 

Q. Any other reason that you are aware of? 
A. I think it provided you some more control 

over your own destiny in terms of do you want to be. 
you know, a complete price taker under RPM, whatever 
that works out to be, they have proven to be a fairly 
volatile market, had various — I did not personally 
participate, but I understand there was various 
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discussions with stakeholders, you know, folks 
representing our customers and our state commissions 
and they seemed to from what I heard, you know. 
second, thirdhand, they concurred with that decision 
at the time, or at least were agreeable to it. 

Q. Is there any other reason that you are 
'-aw3rex)f? . :-.--viss.--- .^- '• '- - , 

A. I think FRR provides you some flexibility 
that RPM does not. You are able to, you know, ifyou 
have some performance issues at some ofyour plants 
and you have some plinth anyway, some surplus, you 
can interchange that in and out of your plan without 
incurring the same types of penalties that you can 
under the RPM program And, you know, I'm not ~ 
personally I think I see some flaws -with the RPM 
program as it currently is that are, 1 think, fairly 
widely discussed and talked about. 

Q. Are those the basic reasons that you can 
understand why ~ or that you understand why AEP East 
decided to select the FRR option? 

A. Those are the reasons that I personally 
am aware of, right. There might be more. 

Q. Would it be fair to say that the AEP East 
believed that selecting the FRR option provided 
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benefits to AEP companies that encompassed the AEP 
East and those companies' customers? 

A. I'm not sure I understand your question. 
Could you rephrase? 

Q. I'msony? 
A. Could you rephrase? I am not sure 1 

understand. 
Q. All right. Did — are there benefits to 

A ~ the AEP companies and their customers to having 
selected the FRR option? 

A. Yes, I believe there are. 
Q. The companies wouldn't have selected that 

unless they thought it was a good thing for them and 
their customers, correct? 

A. Correct. 
Q. Now, in your career have you worked in 

the commercial operations area? 
A. Yes, I have. 
Q. And while you worked in the commercial 

operations area, were you involved in the development 
of any bids to be submitted in a competitive bidding 
process to supply POLR load? 

A. No. 
Q. Did anyone who reported to you do that? 
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A. Not to my knowledge and not while ~ 
while they were reporting to me. 

Q. Correct. That's how I meant it. 
A. Okay. Yeah. 
Q. So it would be fair to say that you had 

no responsibility and no one who was working for you 
at S'?^^^:fcad any responsibility for cpmpuri*--- for " 
preparing competitive bidding process bids for POLR 
load? 

A. When ~ I am getting confused. When you 
say POLR load, are you saying for - what POLR load, 
I guess? I'm thinking of the POLR associated with 
the AEP Ohio companies or what - are you talking 
about other? Could you define that? 

Q. Sure. Are you ~ are you aware that 
there ~ that some companies have competitive bidding 
processes to procure the supply for POLR load? 

A. Yes. I mean, it's not always referred to 
as POLR. There's different names but. 

Q. The reason I was using POLR that seems to 
be more generic. 

A. Yes. Nonshopped load is what I am 
interpreting what you are saying. 

Q. Yes, yes, that's what I meant. 
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A. 1 am aware we participated in those 
things. 

Q. All right. So let me ask you my question 
again ~ 

A. Okay. 
Q. ~ which is is it fair to say neither you 

nor anyone who was reporting to you at the time while 
you worked in commercial operations was responsible 
for preparing bids to be used in a competitive 
bidding process to supply POLR load? 

A. Yes, that is fair to say. 
Q. Now, are you familiar with PJM's mles 

and tariffs? 
A. At an intermediate level, let me put it 

that way. 
Q. Would it be fair to say you wouldn't 

claim to have any expertise in that subject? 
A. Well, to me expertise is a sliding scale. 

1 mean, I know more than the layman. I can't hold 
myself as an expert on the entire PJM tariff, a 
thousand plus pages or whatever it is and every 
provision in it. 

Q. Well, would you consider yourself an 
expert in the reliability assurance agreement? 
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A. No, no. 
Q. Would you consider yourself an expert in 

the RPM process? 
A. All I could say is I have ~ 1 believe I 

have a decent working knowledge of it. It depends 
on, you know, how far do-wn in the weeds you want to 
get. -H-!gssa«^^j—'iv^ .„.:;.,-

Q. So you have ~ you have a decent working 
knowledge but perhaps not expertise. 

A. It would depend on the area and the 
question. 

Q. Okay. Fair enough. Do you consider 
yourself an expert in the PJM market? 

A. Again, I think I have a pretty decent 
knowledge ofthe market but, you know, how far that 
conpares tp somebody else, I don't know. There are 
people that know more about the PJM market than I do. 
I certainly could see that. 

Q. You've testified in other cases. 
A. Yes. 
Q. Tell me about the other cases that you've 

testified in. 
A. I testified in the - I've prepared and 

filed testimony in cases before the Virginia State 

Page 2 0 

Corporation Commission in a base case that got 
settled so I didn't wind up having a hearing. I've 
testified ~ I've submitted testimony and 
participated in a hearing in a Virginia State 
Corporation Commission case on a wires charge which 
was their basically name for a nonbypassable charge 
under their pilot retail choice program. That was 
several years ago. 

Recentiy I prepared testimony and 
participated in a case before the Indiana Utility 
Regulatory Commission in some environmental matters. 
My specific testimony was tied to our interim 
allowance agreement. 

Q. I'msony? 
A. Our interim allowance agreement which is 

associated -with Titie IV ofthe Clean Air Act. 
Q. The first case - well, I'll back up. 

Are those all the cases that you've 
submitted testimony in other than 10-2929 and this 
case? 

A. That's all I can recall. 
Q. The base rate case that you described 

before the Virginia Corporation Commission, you said 
that was settled, conect? 
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1 A. Yes. 
2 Q. Did you actually testify, in other words, 
3 did you appear at the hearing, raise your hand and? 
4 A. No, I did not take the stand in that 
5 case. 
6 Q. What was the subject matter of your 

•'*^"' testiniony in that case? ...jfs^s^:*-^ - ; 
8 A. That's when I was in the rates group so 
9 it was predominantly around class rate design, maybe 

10 some cost of service things. 
11 Q. Did you provide any testimony with 
12 respect to the cost of capacity? 
13 A. I recall, and it was about 10 years ago, 
14 you know, since it was associated with the rates it 
15 would have been the rates charged for capacity, and 
16 it was based on costs. I also - for completeness 1 
17 should say I recently submitted testimony in a 
18 Virginia renewable - a Virginia conpany renewable 
19 portfolio case. 
2 0 Q. What's the subject matter ofthat 
21 testimony? 
2 2 A. It's basically determining the 
2 3 incremental costs of some -wind farms that Appalachian 
2 4 Power Conpany entered into long-term agreements to 
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1 purchase the output. 
2 Q. In your testimony you refer to a case 
3 involving SWEPCo -
4 A. Yes. 
5 Q. -conect? Were you involved in that 
6 SWEPCo case? 
7 A. No. 
8 Q. Are you aware of whether any CRES 
9 providers in Ohio are cunently able to opt out of 

10 buying capacity from AEP Ohio to supply customers in 
11 the AEP Ohio service territory? 
12 A. It's my understanding that they are able 
13 to notify the conpany and self-supply their capacity 
14 prior to the conpany having to submit its FRR plan. 
15 Q. Okay. Now, the conpany has a current FRR 
16 plan, conect? 
17 A. Define cunent. 
18 Q. One that's in existence now. 
19 A. For the current delivery year, yes, and 
2 0 for those ~ and for the next two years. 
21 Q. Right. So that it would be fair to say 
2 2 that if a CRES supplier wanted to opt for 
2 3 self-supply, they would have to wait three year to do 
2 4 diat. 
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1 A. Well, they would have to notify the 
2 company and provide that three years in advance of 
3 the delivery year. For the current delivery year 
4 they could have done that three years prior. 
5 Q. Right. But ifthey opted today to do 
6 that, they could not pro-vide the power under the 
.7-, self-supplvffoi lh?^year&^,'eorrect? . 
8 A. Based on the PJM mles, this stuff gets 
9 locked down three years in advance so, yes, that's 

10 the PJM mles we all abide by. 
1 1 Q. Now, is there an option where AEP could 
12 allow a CRES pro-vider to self-supply in less than 
13 three years' time? 
14 A. No. 
15 Q. Okay. So AEP couldn't waive that 
16 requirement. 
17 A . I could think of no particular portions 
18 ofthe PJM mles that would allow that. Again, 
19 that's ~ there is a lot of PJM mles though so 
2 0 nothing comes to mind. 
2 1 Q. So you are not aware of the ability for 
2 2 AEP to grant waivers to supply ~ to allow CRES 
2 3 pro-viders to supply on a self-supply basis in less 
2 4 than the three-year -window? 
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1 A. No. I don't see how that would work 
2 seeing how we have already committed the capacity to 
3 do that. 
4 Just to expand on that, I mean, I believe 
5 that this is kind of the purpose of this case is 
6 under what ~ effectively the only way they could do 
7 that we were already planned for that which is why 
8 they set up under the RA that they pay it from us so 
9 at what price is kind of the topic that brings us all 

10 here today. 
11 Q. Right. Now, are you ~ do you understand 
12 the basis of what I will just call the 255 charge? 
13 I will back up. If I refer to something 
14 as the 255 charge, do you know what 1 am talking 
15 about? 
16 A. Yes. 
17 Q. And just so we have it on the record how 
18 do you understand that term? 
19 A. That's part ofthe stipulated agreement 
2 0 rate that was agreed to by the settling parties. 
21 Q. Okay. Andif I refer to the 355 charge, 
2 2 can we agree that means the charge that you are 
2 3 recommending? 
24 A. On a merged CSP/OPCo basis, yes. 
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Q. Okay. Now, with respect to the 255, is 
it your understanding that that 255 number is not 
cost based? 

A. It's my understanding that's a settlement 
number. 

Q. So it's not cost based. 
*>-• -xA.- No, no, it's nGt,-i - "^"^^ '""™^ 

Q. Okay. And would it be fair to say that 
the 255 number is not market based? 

A. No, it's not market based. 
Q. Does the 255 number include losses? 
A. You know, I'm uncertain ofthat. I 

prepared my testimony as though it would include ~ 
as though it included the loss factor, but I am 
uncertain to that point. 

Q. Okay. Now, you calculated the ~ a 
number that you believe is a cost-based rate. 
correct? 

A. Yes. 
Q. And the cost that your rate is based on. 

would you believe that those costs were pmdently 
incurred? 

A. Yes. 
Q. Would you believe that those costs were 

Page 2 6 

legitimate costs? 
A. Yes. 
Q. Would you believe that those costs are or 

were verifiable? 
A. Yes. 
Q. Were those costs directly assignable or 

allocable to retail electiic generation service to 
generation ~ to electric customers in Ohio? 

A. Yes. 
Q. And would some of those costs be not 

recoverable in a competitive market? 
A. I - to me a competitive market has a 

completely different basis so whether they would or 
would not be recoverable, I don't think you can tie 
one to the other, so I can't really answer that 
question. 

Q. Pardon? You can't answer the question? 
A. I think it's based on a false premise. 
Q. And what's the false premise? 
A. Well, it implies in a market based that 

it would be tied to cost and, you know, at least 
short-term market is whatever the market bears so you 
may or may not get, you know, your cost recovery. 
You may get more or less than that. 
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Q. So in certain circumstances these costs 
may not be recoverable in a competitive market. 

A. Yes, I would agree with that. 
Q. Is the PJM RPM price a market-based 

price? 
A. I would say it is -with certain 

quahficaticwis^s^s^"* ^- = , ,:;. ""̂  
Q. What are those? 
A. Well, the demand curve is 

adminisfratively determined by PJM so. 
Q. But with that ~ with that caveat, it 

is ~ it is generally regarded as a market price, is 
it not? 

A. Yes. 
Q. I mean, for example, FERC regards it as a 

market price; would that be fair to say? 
A. I don't feel like I am in a position to 

opine FERC's opinion of it. They've approved it so. 
I mean, they can't, you know ~ as something that can 
be implemented, I can say that. 

Q. Well, would it be fair to say that you ~ 
you dont know ~ 

A. Yeah. 
Q. ~ whether FERC would consider the PJM 
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RPM price to be a market price? 
A. Not ~ not with 100 percent certainty. 
Q. Well, do you have a behef on that 

subject? 
A. Well, they probably look at it as a 

market-based rate mechanism. That would be - if I'm 
going to conjecture, I would say yeah. 

Q. Okay. Do you believe that RPM prices are 
fransparent? 

A. Yes, I would agree with that. 
Q. Are you familiar -with the term stranded 

costs? 
A. Yes. 
Q. And what's your defmition of what 

sfranded costs are? 
A. I think it could mean slightly different 

things in different context. Probably closest to 
what I would understand based on the context we are 
in here would be ~ or, well, let me say -with the 
utility industry in general where certainly book 
costs exceed market-based costs. 

Q. Book costs exceed market-based costs? 
A. Uh-huh. 
Q. The cost tiiat you looked at to derive 
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your 355 charge. 
A. Uh-huh, yes. 
Q. Are those— are any ofthose costs 

sfranded costs? 
A. No. 
Q. Why not? 
A. I'msony? -iiaasaj^-^-^ . . . •-
Q. Why not? 
A. Why aren't they sfranded costs? 
Q. Why are they not sfranded costs? You 

said they are not, correct? 
A. Yes, I did. 
Q. Why are they not considered sfranded 

costs in your view? 
A. Because I think under the current FERC 

Form Is which we pulled the data there are the 
appropriate cost-based rates to utilize for capacity. 
I can't see them as being sfranded at this point in 
time. 

Q. Okay. Would AEP - are there AEP Ohio 
core capacity costs that exceed the RPM price? 

MR. CONWAY: Could I have that question 
reread? 

Q. Let me put it this way, could AEP fiilly 
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recover its capacity costs if it received revenues 
solely through RPM pricing? 

A. No, I don't believe it could. 
Q. Are you famihar witii the generation 

facilities that are owned by the two companies that 
make up AEP Ohio? 

A. Yes. 
Q. And with the exception of Danbury, 

Waterford, and La-wrenceburg, would it be fair to say 
that all ofthose facihties were in service as of 
January of 2001? 

MR. CONWAY: Could I have the first 
question - first part ofthe question read back, 
please? Just the names ofthe plants. 

MR. KUTDC: Danbury, Waterford, and 
Lawrenceburg. 

MR. CONWAY: Connecticut, Danbury, you 
mean Darby. 

Q. Darby. 
A. Yeah, I was having. 

MR. KUTIK: Thank you. 
MR. CONWAY: Nevermind. 
MR. KUTIK: Let's go off the record. 
(Discussion off the record.) 
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Q. Back on the record. Do you have the 
question in mind? 

A. Could you, sorry, repeat it one more 
time? 

Q. Okay. With the exception ofthe Darby, 
Waterford, and Lawrenceburg plant, would it be 
•Gi*rect to say that the generation facilities ov^jj^sj*:-'7/ 
by AEP Ohio were in service as of January, 2001? 

A. I can think of no exceptions to that, no. 
I cannot. 

Q. Were you involved in a case known as the 
ETP case? 

A. No. 
Q. Okay. 
A. Well, what does ETP stand for just to 

make sure? 
Q. I'll give you the case number. Case No. 

99-1730. 
MR. CONWAY: 29, 30, it's two cases, 1729 

and 1730. 
A. Okay. They don't ring a bell. 
Q. All right. So it would be fair to say 

that you're not aware whether there was a stipulation 
in that case. 

Page 32 

A. No, I'm not familiar with the stipulation 
in that case. 

Q. Okay. Would it be fair to say that in 
preparing your testimony you didn't review any ofthe 
filings from that case? 

A. That's fair to say. 
Q. Do you have an understanding in Ohio what 

the term fransition costs mean? 
A. Not sitting here today. I've heard the 

term in the past, but I don't recall any specific 
definition. 

Q. Let me have you refer to — well, let me 
back up. 

To come up -with your 355 charge 
recommendation -

A. Yes. 
Q. - you used a rate formula that was 

developed in a case that you identified as the SWEPCo 
case, correct? 

A. Correct. 
Q. And I think you said earlier you had no 

involvement in that case, correct? 
A. Correct. 
Q. Was that a case involving a utility that 
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was in PJM? 
A. No. 
Q. Do you know whether FERC or any otiier 

regulatory authority has cited that SWEPCo formula is 
appropriate to determine a capacity charge? 

A. FERC did in tiiat SWEPCo case. 
Q. Other thaLTfinhat caser ' 
A. I don't know of any other cases that they 

have or have not. 
Q. And that case was the result of a 

settlement, was it not? 
A. Yes, it was. 
Q. And was it the issue ~ was the issue or 

the sole issue in that case what the capacity charge 
should be? 

A. That was not - that was certainly one of 
the issues. It was not the ~ sitting here I don't 
recall any issues discussing with people that were 
directly involved that really did not relate to 
capacity though. It seemed like it all did seem to 
relate to capacity. 

Q. So the capacity as far as you know was 
the only issue in that case. 

A. I mean, it was a comprehensive agreement. 

Page 34 

There may have been other issues. That's the only 
one that comes to my mind. 

Q. Okay. So it is possible that the 
settlement reached in that case dealt with the 
capacity charge and other issues, correct? 

A. Yes. 
Q. Now, other than the 205 FERC filing and 

the filing in the 10-2929 case and in this case, have 
you prepared any calculations for a capacity charge 
to be charged to retail electric suppliers? 

A. Yes. 
Q. Okay. What other cases or matters have 

you done that for? 
A. Well, I think it was a previous question 

back when I was in the pricing department like the ~ 
I said the Virginia base case I was involved in with 
the rate design. That would have been capacity 
charges to retail customers. 

Q. Okay. I think my question, and perhaps I 
misstated it, was retail electric suppliers, not 
customers. 

A. Okay. I understand. 
Q. So let me give you the question again. 
A. Okay. 
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Q. Other than the 205 FERC filing that you 
mentioned earher and the 10-2929 case and this case. 
have you ever calculated a capacity charge to be 
charged to retail electiic suppliers? 

A. The only other instance besides the ones 
you mentioned that it may have been included we made 

-'-j.5«^!e2G6 filing somev.'hat related_tp th©aAN, andi -
don't know how much that was relied on. 

Q. All right. So all ofthose things relate 
to tiie same general issue that you are appearing here 
today, what should tiie proper capacity charge be to 
retail electiic suppliers, conect? 

A. Yes. 
MR. CONWAY: Could I have that Q and A 

read back. Sorry. 
(Question and answer read.) 

Q. I am going to have you refer to page 10 
ofyour testimony. 

A. Okay 
Q. And there you refer, and I am talking 

about the fu-st question and answer, to an energy 
credit. 

A. Yes. 
Q. And by energy credit you mean a credit 
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for the sales of energy that will be deducted from 
costs, correct? 

A. From ~ yes. 
Q. Are ~ well, I will back up. And the 

credit that you list there is sho-wn as $7.73 per 
megawatt day and $9.94 per megawatt day, conect? 

A. Correct. 
Q. Now, does that ~ do those numbers 

reflect all ofthe sales of- all ofthe revenues 
from the sales of energy? 

A. I don't follow your question. 
Q. Okay. Well, there is a number that we 

can look somewhere ~ 
A. Yes. 
Q. ~ that would say all of AEP Ohio's 

energy sales are so much, conect? 
A. Yes. 
Q. And my question is is ~ is the energy 

credit, that number, that is, all ofthe energy sales i 
revenue? ; 

A. This is ~ these are hypothetical energy 
credits based on an absence of an average ~ absence 
of load so I can't point back to any actual amount of 
energy sales to kind of reconcile with these numbers. 
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Q. Okay. Is it the intent ofyour formula 
to give a credit for all ofthe sales of energy? 

A. It is the intent ~ we did not ~ for the 
record we did not propose an energy credit, but if 
the Commission should in the 10-2929 case chose to 
adopt one, this was our best calculation of what an 
appropriate s i i ^^^P t f l e fgy credit could - could be -̂  
and tiiat is the intent, to give a credit of energy at 
a hypothetical level. 

Q. And would that hypothetical level be the 
level of expected sales of energy? 

A. We ~ if I understand what you are 
getting at, we calculated a hypotiietical energy 
credit, we reduced it by 50 percent, and that 
represents these numbers since we are confident that 
it's unhkely to be at a 100 percent level ~ 

Q. Okay. 
A. - so. 
Q. Why ~ why do you use the 50 percent as 

opposed to 100 percent? 
A. It's judgment and reason because, again. 

it's -
Q. Well, why ~ why do you not give 

100 percent? Can you explain that? 
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A. Certainly. The way these formulas are 
calculated is you are using a historic period to give 
an energy credit going forward so you can pretty 
easily visualize a scenario wherein, say, high - if 
wholesale markets came back, there was a high 
wholesale period there, you know, there may be very 
little customer shopping, and yet at tiie end of tiiat 
year the means of calculating the energy credit would 
reflect like, well, had we not been serving those 
customers, in theory we could have made a lot of 
money in die wholesale market. 

You calculate that energy credit, and 
then you move to the subsequent period, maybe 
wholesale markets drop dramatically, okay, now, 
customers leave so you would be giving an overstated 
energy credit at 100 percent because, you know, it's 
not — it's a hypothetical calculation from a prior 
period. 

Q. So you are basically tiying to understand 
how much energy you are selling and to do that you 
need to know what your required load was, your POLR 
load, for exanple? 

A. I - we use our total load for the prior 
period, both shopped customers and nonshopped, to get 
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die entire load shape. 
Q. Right. But to come up-with this credit. 

you would have to judge how much ofyour energy 
sales, and to understand what your energy sales would 
be you would have to know what your nonshopping load 
was, conect? 
'" 'A. Well, to come up witii a CRE^>pgs4;!Sv- , 
specific calculation, you would have to look at a 
specific CRES provider's load taken, ifthat answers 
your question. 

Q. No. 
A. Okay. 
Q. I guess I'm going back to why not 

100 percent. 
A. Okay. 
Q. And my ~ my understanding of what you 

said, and I could be in the dark and I wouldn't be 
surprised ifi was, is that 100 percent credit would 
assume 100 percent shopping; is that conect? 

A. No. 100 percent credit would assume that 
during the historic period, ifi had lost my load and 
sold it into market, I would have made that much 
off-system sales, but it's a hypotiietical from a 
prior period, something that you know going in didn't 

Page 4 0 

really happen, so in a way in my mind that's like 
representing the absolute best possible outcome which 
is not likely. 

Q. Okay. 
A. And so that's why I believe it should be 

some number less than 100 percent. 
Q. Okay. Would it be fair to say that the 

amount ofthe credit depends upon the amount of 
expected shopping? 

A. Not the way we calculate it because 
that's the point. We use the entire load, shopped 
and nonshopped. 

Q. But you only get 50 percent, right? 
A. Correct, because we don't ~ when you -

ifyou lose load, you are not guaranteed to sell 
megawatt per megawatt. As a matter of fact, we 
usually don't see that. If a muni or co-op left us 
and we sold 50,000 megawatt hours to them, we may 
only back sell 25,000 ifyou tried to do an 
incremental analysis of that. 

Q. So the reason why you don't give 
100 percent is because you don't expect to get a 
megawatt-for-megawatt exchange of load lost to 
shopping versus energy sold off-system? 
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A. That's fair, yes. 
Q. And the 50 percent then comes from what? 

You said judgment. What's that judgment based on? 
A. Well, judgment, reason, and 50/50 sharing 

has been a fairly common sharing of like net energy 
revenues, off-system sales, whatever you want to call 

4t, til f 3fious jurisdictions, both retail and for ^ y ^ a 
FERC wholesale contracts. So it seemed like a ~ you 
know, ifyou are going to adopt an energy credit, it 
seemed kind of like a fair ~ fair amount, somewhere 
between 0 and 100 percent. 

Q. So you don't think it's appropriate to 
use historical off-system sales to come up -with the 
energy credit, fair to say? 

A. I think - these aren't even ~ it's 
sales based on a historic period of markets. It's 
not historical off-system sales. And even ifyou did 
sometiiing in the current period or future period, you 
are going to be forecasting. Again, no matter how 
you do it it's a hypothetical in my mind. 

Q. Okay. But whatever that hypothetical 
level of sales might be, are you giving the entire 
credit in your hy ~ in your methodology? 

A. No, for the reasons I ~ 
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Q. Right. 
A. ~ explained. 
Q. So, again, -with respect to the 

calculation of hypothetical off-system sales, you are 
not pro-viding 100 percent ofthat hypothetical level. 
conect? 

A. Conect. 
Q. Can you point me to any specific confract 

where there's this 50/50 sharing that you've 
mentioned earlier? 

A. Well, even in Prescott they share 50/50 
on the off-system sales, you know. There's several 
of our Indiana and Michigan wholesale confracts that 
use 50/50. Retail jurisdictions I'm sure tiiat's 
used. 

Q. Pardon? 
A. Some retail jurisdictions like Indiana 

50/50 is used. 
Q. And when you say ifs used, can you be 

more specific? 
A. Well, it's used to allocate, you know. 

for off-system sales how much goes to ~ is retained 
by the company and tiien how much is provided back to 
customers in the form of a credit. Other places it's 
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J*î S-= 

8 

9 

10 

1 1 
12 

13 
14 

1 5 

16 

17 

18 
19 

20 

2 1 
22 

2 3 
24 

1 
2 

3 
4 

5 

6 
7 

8 

9 
10 
1 1 
12 

13 
14 
15 

16 
17 

18 
19 
20 
2 1 
22 
23 
24 

P a g e 43 

only 25 percent. 
Q. Where is that? 
A. Some of our wholesale confracts in 

Kentucky and Appalachian but our retail jurisdictions 
also vary all over the place as well. 

Q. Is it your view that it is never at 
"IfiO percent? . .., - - «>^--' ' ' • • 

A. No. I believe our West Virginia 
jurisdiction is one that comes to mind we give back 
100 percent of off-system sales but let me draw a 
distinction there. Those are real off-system sales. 
Those are once you've served and you sell some 
surplus load into the market, what the sharing is, so 
that's a different distinction in Ohio. For this 
it's zero at this point in time. 

Q. Are you familiar with the methodology for 
determining net CONE? 

A. I understand the basic methodology for 
that. 

Q. Would it be fair to say that's not the 
methodology you used here to come up with that 
charge? 

A. We are not proposing net CONE. 
Q. Okay. But, again, you didn't use that 

Page 44 

methodology, correct? 
A. No. That's based on a CT or combined 

cycle and it's got a lot of coal units in it. 
Q. Could you tum to Exhibit KDP-5. Are you 

there? 
A. Okay. 
Q. Are you there? 
A. Yes. 
Q. What's the purpose of this exhibit? 
A. It was a comparison to - in support of 

the testimony just to compare some of the current PJM 
market prices versus the company's proposed rates. 

Q. And what is the purpose of putting the : 
150 percent of net CONE in? 

A. The way that the RPM mns their auction . 
they actually set up an adminisfratively determined ! 
demand curve called VRR, and the first portion of 
that curve if you start at 0 installed reserve margin 
out, it's do-wnward sloping, actually starts out at 
150 percent of CONE. And actiially I beheve that's 
divided by one minus a system-wide equivalent forced 
outage rate demand which I didn't even put in here. 

Q. So why did you use net CONE? 
A. I'm sorry? 
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Q. Why did you use net CONE? 
A. Why do I use net CONE? I have both on 

here, gross CONE and net CONE. 
Q. Why put net CONE in? 
A. Well, net CONE is a fairly common talked 

about value. The way that the administratively set 
d ^ ^ ^ ^ c f f ^ e -works is that it starts out at - ^ " " 
150 percent of net CONE ~ I believe ~ I'm sorry. 
Did I say earlier ~ I have to correct myself If I 
said 150 percent of gross net CONE, I should have 
said 150 percent of net CONE. 

Q. Okay. Then I-withdraw my question. 
A. Sorry. Sorry. 
Q. Well, let me back up. 
A. Okay. 
Q. Why did you use 150 percent of net CONE? 

Let's see ifwe can get a clean answer. 
A. 150 percent of net CONE is where the 

administrative curve starts out at with E4P 
adjustment. 

Q. What does that mean? 
A. Well, I believe they will take that but 

they will divide it by one minus the average — I'm 
sorry, E4D adjustment, that is, the ~ the average 
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systemwide forced outage rate across all the PJM 
resources. It's not going to be a big adjustment. 

Q. Now, did you provide any information to 
Ms. Thomas for her testimony? 

A. Nothing that she asked me for directly. 
Q. Okay. 
A. She, I believe, saw my testimony. 
Q. Does your - well, strike that. 

Is it correct to say that if customers 
are being charged - back up. 

Let me try again. 
Would it be fair to say that your -view is 

that unless CRES suppliers are charged on a cost 
basis that somebody is subsidizing somebody else? 

A. Yes. 
Q. In the situation where the charge is 

below cost or below what you would consider to be a 
cost-based charge, who is subsidizing whom? 

MR. CONWAY: Your frame reference is a 
charge to the CRES provider. 

MR. KUTK: Correct. 
A. Could you be more specific with the 

question ~ 
Q. H o w ~ 
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A. ~ or read it back? 
MR. KUTIK: Sure. Would you read it 

back. 
MR. CONWAY: Would you please read it 

back. 
(Question read.) 

-A. You said just c h s r p i ^ ^ r i c a l l y . , . 
Q. We are talking about tiie capacity charge. 

are we not? 
A. Yes. So you are saying ifwe didn't 

charge the capacity charge as proposed, somebody is 
subsidizing somebody else; is that my understanding? 

Q. That's your view, correct? 
A. Yes, that is my -view. 
Q. And my question is who is subsidizing 

whom? 
A. Okay. If you look sttictly at the 

capacity charge in isolation, it is going to be some 
combination in this context of AEP shareholders or 
other customers. 

Q. So it would be a combination of AEP 
shareholders and nonshopping customers? 

A. Yes. And when I say some combination, I 
mean it could be 100 percent one or the otiier or some 
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blending of it. 
Q. Okay. Did you do any analysis to 

determine the amount of any subsidies that might take 
place at what I will call below cost capacity 
charges? 

A. I think Company Witiiess Munczinski may 
have spoken to those numbers, the comparison of 
proposed ~ the ~ by some suggested RPM versus the 
rate in the settlement to show that. That to me 
would be about the level ofthe subsidy. 

Q. I guess I am not talking about the level 
ofthe subsidy, but I am specifically talking about 
who would subsidize who. Did you do any analysis to 
determine that? 

A. No. 
Q. Are you aware of anyone within the AEP 

who did an analysis to determine whether it would be 
shareholders or other customers that would be 
subsidizing the CRES charge if it was below cost? 

A. No. 
Q. Is it your belief that by charging the 

255 charge that CRES providers are receiving a 
subsidy? 

A. Absent the rest ofthe stipulation, I 
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would say yes. 
Q. Okay. And why do you say "absent the 

rest ofthe stipulation"? 
A. I wasn't involved in the stipulation, but 

I understand it's a typical settlement where there 
was give and take on both sides, so looked at in 
total it may be a fair compromise po^^^^Ti^^^fi . 

Q. Okay. Butjust looking at the capacity 
part, there is a subsidy? 

A. Yes. 
Q. Okay. And as far as you know as part of 

the settlement, that subsidy may be counterbalanced 
by other parts ofthe stipulation? 

A. That's correct. 
Q. Is it your -view that starting ~ I'll 

back up. 
What is your understanding of when CRES 

providers -will be charged on an RPM price basis for 
all ofthe capacity? 

A. Do the math. 
THE WITNESS: Sorry. Could you repeat 

the question? 
(Question read.) 

A. My understanding ofthe stipulation is in 
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the next auction, the '15-'16 auction, that would 
start the period at which all CRES providers would 
presumably be charged RPM unless they potentially 
elect to self-supply capacity. 

Q. Okay. Will CRES providers be receiving a 
subsidy then? 

A. Well, I would say no in the context that. 
again, this is where you have to look at the 
stipulation in total, we have corporate separation as 
a part ofthat. So effectively ifyou have a wires 
company and it's, you know, auctioned off all the 
load and it's passing through those costs, then there 
wouldn't be ~ I cannot think sitting here there 
would be a subsidy at that point ~ 

Q. Okay. 
A. ~ under that market framework. 
Q. Would there be a subsidy from the Genco? 
A. You know, not if they had a choice at 

that point in time about how much they are able to 
supply capacity in Ohio at whatever price they choose 
to try to participate in the auctions or whatever. 
no, that's a willing choice. If somehow they were 
ordered by the PUCO to supply capacity in the auction 
at 10 bucks a megawatt day, I would say, yeah, there 
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is a very clear subsidy. 
Q. Well, isn't it tme that the Genco would 

have to be ~ would be required to bid in its 
capacity into the RPM auction? 

A. Into the RPM auction, yes. 
Q. Okay. And~ 
A. Distinguished from the Ohio auction that 

we are talking about for the nonshopping load. 
Q. Right. And then you understand ~ 
A. Let me reverse myself on that. There are 

pro-visions where you can delist capacity from PJM 
that you don't necessarily have to even in PJM offer 
your capacity. I'm not familiar with all - what all 
those exceptions are. But as a general mle, I'll 
accept your statement. 

Q. Well, for example, if there is a 
bilateral confract. 

A. Yes. 
Q. Okay. But assuming there is no bilateral 

confract, the Genco would be required to bid its ~ 
all its capacity into the RPM auction, correct? 

A. For capacity that is not committed 
elsewhere, that would be correct. 

Q. And with respect to that capacity, CRES 
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providers would be buying it on an RPM price basis. 
correct? 

A. They would be buying enough RPM capacity 
to supply their needs. I don't think the way it 
works that you are going to point back an LSC load 
capacity to a specific resource under the nature of 
RPM. It's kind of all blended together. Those were 
a portion of it, yes. 

Q. Whatever capacity needs they have, they 
will buy it at the RPM price. 

A. That's conect, that's correct. 
Q. And so my question to you is in the 

situation where tiie Genco is bidding into the RPM 
auction and the suppliers are buying their capacity 
needs from the RPM auction or through the RPM 
process, is there a subsidy there? 

A. No. Like - I think I answered that a 
few minutes ago. I don't recognize unless there was 
some strange set of circumstances. Willing offers in 
that case, then, yes. But, no, there is no subsidy I 
can think of And another exception to us offering 
capacity and obviously would be if we retire some 
units so any inactive units would not be offered. 

Q. Sure. Does PJM have to approve the 
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retirement ofthose assets? 
A. Yes. 
Q. Is it tme that there are parts of AEP 

outside Ohio that are members of PJM? 
A. Yes. 
Q. And would that be what you would have 

^ ^ • ^ S e s c n b e d earlier as AEP Easf?*-' 
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A. Those plus the AEP Ohio, yes. 
Q. Well, is AEP Ohio part of AEP East? 
A. Currently, yes. The AEP cell, yes. 
Q. And is it the case that all of AEP East 

is meeting its capacity requirements through the FRR 
process? 

A. That would be correct. 
MR. CONWAY: Just a second. 
MR. KUTDC: Do you want to go off the 

record? 
MR. CONWAY: Yes. 
(Recess taken.) 
(Question read.) 

Q. Is it the case that FERC has required AEP 
to supply capacity at formula-based rates in areas 
outside of Ohio? 

A. They have ~ I don't know ifi would use 
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the word "required." They have accepted us supplying 
capacity at formula-based rates under some of our 
formula-based agreements with munis and co-ops 
outside of Ohio. 

Q. Do you know whether AEP fails FERC market 
power tests? 

A. We have market-based rate authority in 
the East. We do not have it in SPP is my cunent 
understanding. 

Q. I'm sorry. 
A. In Southwest Power Pool, our AEP West 

zone. 
Q. And why is that? 
A. Well, in the West I think it's seen as we 

would somehow have potentially impact on the market 
or something so we are not allow to have 
market-based -

Q. There is some market power issue as you 
understand it that precludes certain parts of AEP 
from having market-based authority. 

A. Yeah, at this point in time. I mean, I 
think we could file for it so it may not any longer 
be the case, but it's my cunent understanding. 

Q. Is it the case that AEP Ohio would be 
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able to engage in off^system sales even if there was ( 
no shopping? f 

A. There ~ I would belie-ve there would be p 
some, yes. | 

Q. Okay. Is that amount of revenue f 
calculable? | 

A. Fos-i^sssspcriod? .....•- ..,.. ^«^-| 
Q. Yes. 
A. Yeah, you could come up with a | 

calculation of that, yes. r 
Q. Did you do tiiat? | 
A. No. Well, let me be clear. I have done | 

a lot of analysis over the years on several things. i 
Q. Did you do that for this case? i 
A. No, no, I did not. 1 
Q. Let me have you tum to Exhibit KDP-3, J 

page 2 of 2. | 
A. Okay. | 
Q. And would it be correct to say that 

what's shown here would be the recommended energy 
credit if the Commission was going to provide an j 
energy credit in the capacity price? } 

A. Yes. J 
Q. Let me ask you some questions about I 

Page 56 | 

-what's shown here. First, tiie energy value that's I 
sho-wn, is tiiat the margin? { 

A. Yeah. That-would be the difference I 
between the revenue and cost so, yeah, I would call ; 
that a margin. 

Q. Okay. And it-would be the revenue from 
energy sales less variable costs? i 

A. Yes. I 
Q. The next thing you said is the Ohio J 

retail jurisdiction allocation. I think I know the ^ 
answer to this but -why is OPCo at 91.971 percent? j 

A. Because of tiie Wheeling Power 
jurisdiction. Wholesale confract, some would be f 
allocated to tiiat. J 

Q. Now, could you explain line 8. j 
A. Yes. I took 40 percent ofthe capacity 1 

rate, the company's proposed capacity rate, without • 
the energy credit and calculated $ 131.04 per megawatt | 
day. 1 

Q. Why did you do that? 
A. Excuse me. Part of our proposal in the 

10-2929 case was that there was ~ would be a cap on 
the amount of energy credit that could be provided i 
back if the Commission was to adopt. 
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1 Thank you very much. 
2 Q. Is that the company's proposal here, that 
3 the cap be 40 percent? 
4 A. Well, I think it's more of a moot point 
5 in the stipulation case because, you know, no matter 
6 how you look at it we're above 255 so saying, you 
7 know, in no instance shoMo'S^^^TOW.- The energy 
8 credit should be above 131. For the period we 
9 calculated it was only 773 so. 

10 Q. But I'm not sure you answered my 
11 question. 
12 MR. KUTDC: Could you read the question, 
13 please. 
14 A. Sure. 
15 (Question read.) 
16 A. In the stipulation because the rates are 
17 set there is no need for any cap. The other proposal 
18 was for we would adjust tiie rate year by year and 
19 that was the cap that would be applied. 
2 0 Q. Okay. 
21 A. So I would say it's inapplicable. 
2 2 Q. Well, is it the case that in terms of 
2 3 coming up with what the ~ what the charge should 
2 4 have properly been you used a cost-based rate, your 

Page 5 9 

1 your credit. Why is that -wrong? 
2 A. This ~ to be clear, this is the amount 
3 ofthe energy value that's the margin on ~ created 
4 by a CRES. Hypotiietically if a CRES provider had 
5 taken a retail customer, freed up some capacity, so 
6 that's the only piece of ~ of energy value we call 
7 4 it Of ̂ Margin being created, what would that have-*,.*^^^' 
8 translated into in energy credit and that's here. 
9 And so that's the calculation. It's not what actual 

10 off-system sales were for a period or anything. It's 
11 the result ofthe customer leaving. 
12 Q. Well, the off-system sales are produced 
13 by the capacity that is in part being paid for by the 
14 CRES suppher, correct? 
15 A. In part, yes. Under those flill embedded 
16 capacity cost rates, yes, they are. 
17 Q. Is it ~ it is your understanding that 
18 when wholesale supphers are permitted to bid on ~ 
19 back up. 
2 0 Is it your ~ is it your understanding 
21 that wholesale suppliers will be permitted to bid on 
2 2 nonshopping load for AEP Ohio starting in ~ starting 
2 3 for the delivery year beginning in July ~ it should 
24 be June, 2015? 

•scgis^—-:-

Page 5 8 

1 proposal would be you should use a 40 percent cap? 
2 A. Yes. 
3 Q. Okay. And the basis for that is what? 
4 A. Well, it kind ~ it comes back to some of 
5 the - I think our previous discussions in that 
6 because we would be calculating hypothetical energy 
7 value over a prior period and applying that forward 
8 that, you know, if wholesale markets came back 
9 incredibly strong for a certain period but we were 

10 serving most of the load, most of the load was 
11 nonshopping, and then, you know, such that but when 
12 we calculated an energy credit as though those 
13 customers had really been shopping and we came up 
14 -with some very large, inflated energy credit that 
15 reduced the capacity charges down to, you know, 
16 virtually nothing, then it just would not 
17 inmitive ~ I mean, to me it's intuitive that in the 
18 subsequent period you shouldn't be giving the 
19 capacity away at some low period. If wholesale 
2 0 markets then dropped, you are not going to make that 
21 level on off-system sales. 
2 2 Q- I guess what's not intuitive to me is why 
2 3 you would not provide a number that's based upon all 
24 of historical off-system sales and use that number as 
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1 A. Yes, thafs my understanding. 
2 Q. And is it your understanding that those 
3 wholesale suppliers -will be able to purchase capacity 
4 at the RPM price? 
5 A. Okay. Let me be clear. You're talking 
6 about which suppliers? 
7 Q. The wholesale suppliers that would be 
8 participating in the competitive bidding process to 
9 support the load beginning in June, 2015. 

10 A. You know, I'm just really not sure about 
11 that. 
12 Q. Would they be required to purchase 
13 capacity at - from AEP? 
14 A. No, no. 
15 Q. Can you think of a reason why those 
16 suppliers would not be purchasing capacity at the RPM 
17 price? 
18 A. Well, I don't know if all the details of 
19 how that auction process is going to work have been 
2 0 ironed out so. 
21 Q. Do you have a recommendation on that? 
22 A. Not at this time. 
2 3 Q. Okay. I assume that you haven't thought 
2 4 about it or talked about that intemally with anyone 
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at AEP. 
A. No, I haven't. A lot of parts to tiie 

stipulation. I haven't got to that one yet. 
Q. Okay. Do you know what percent of AEP 

Ohio's capacity is located outside of Ohio? 
A. Notoffthetopofmyhead. I mean, I 

know of soriieplane»antsideiif Ohio. 
Q. Do you have a rough figure? 
A. Not - not in total, I mean, they own — 

Ohio Power owns, you know, two-thirds of Amos 3 which 
is about 833 megawatts that's located in West 
Virginia. They own the Mitchell plants which I think 
could be about 1,500 megawatts that's outside of West 
Virginia. 

MR. CONWAY: Could I have tiiat answer 
read back, please. 

MR. KUTIK: Let him finish his answer. 
MR. CONWAY: I'msony. 

A. Columbus Southem has a confract so they 
don't o-wn it but tiiey have some confract - long-term 
contract for power out ofthe Lawrenceburg gas 
facilities which are located in Indiana. Those are 
the three off the top of my head. 

MR. CONWAY: Okay Could you read that 
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answer back for me. 
(Answer read.) 

A. Oh, that's in West Virginia, outside of 
Ohio. Excuse me. 

Q. So which plants are in West Virginia? 
A. The ones that I can think of right now 

are Amos 3 ~ as far as with AEP Ohio ownership? 
Q. Yes. 
A. Amos 3 and Mitchell -
Q. Do you know ~ 
A. - and La-wrenceburg. 
Q. Do you know what percent of AEP Ohio's 

capacity is used to meet the requirements of AEP 
Ohio's customers? 

A. No, I don't. 
Q. Do you know whether any part of AEP has 

participated in any competitive bidding processes to 
supply POLR load to customers in Ohio? 

A. AEP has participated in, I believe, a 
FirstEnergy auction to supply some capacity for their 
integration into PJM, if that's ~ ifthat would fall 
under what you were asking. That comes to mind. 

Q. Okay. Are you aware ofwhether AEP was 
successful in that auction? 
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A. Can I ask my attomey? 
Q. Yes. 

THEWIINESS: Are we getting into 
confidential? 

MR. CONWAY: I don't know. I don't think 
so. 

gj?K¥^rr*I-*elieve.the v.inners are a m a f e ? ^ 
public record. 

MR. CONWAY: Yeah. I think, you know, 
whether AEP - is that the word? 

MR.KUi'lK: Any part of AER 
MR. CONWAY: Talking about AEP has 

succeeded in getting a franche or whatever they call 
them, the portions ofthe auction, ifyou know that. 
I think you can say that. 

A. I understand that we did. 
Q. Okay. 
A. Some. 
Q. Do you know what the price was? 
A. It seems to me there was two pieces. 

Again, if my understanding it's not confidential, I 
want to say like something less 70 to 80 plus dollar 
per megawatt day range. 

Q. Did AEP participate in more than one 

Page 64 

auction for FirstEnergy operating conpanies? 
A. I don't know. 
Q. Okay. But whatever auction or auctions 

they may have participated in, that is, AEP, the 
price that AEP bid was somewhere in the neighborhood 
of70, 80 dollars? 

A. Winning portion, yes. 
Q. Has any part of AEP participated in 

conpetitive bidding processes for POLR loads outside 
of Ohio? 

A. It's my understanding we have. 
Q. Okay. And was AEP successful in any of 

those other processes? 
A. Yes, I believe we have been. 
Q. Can you tell me what otiier processes AEP 

was successful in bidding? 
A. I don't recall tiie specific, you know. 

utilities like nonshopping load. It was fraditional 
auctions -with franches, which ones in particular. 

Q. Can you tell me the states? 
A. Not off tiie top of my head, no, I can't. 

I'm not too involved witii that process. 
Q. I'm sorry. What did you say at the end? 
A. I said I am not real involved -with our 
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auction process as far as participating in those 
types of things. Of course, all our, you know. 
participation in all those was voluntary on our part. 
We weren't ordered to pro-vide any capacity at any 
particular price. 

Q. Well, I guess that's the point that you 
were - yofrdil^S^fWiOfitarily.- You did it .; - '** 
voluntarily at a certain price, correct? 

A. We voluntarily offered either surplus 
capacity or capacity that we obtained from the market 
and resold at a higher price, yes. 

Q. Do you have the stipulation -with you? 
A. I don't. 
Q. Let me show you a copy. 
A. Allrighty. 
Q. And let me specifically refer you to page 

7 and specifically paragraph F. 
A. Uh-huh. 
Q. Are you there? 
A. Yes. 
Q. And it refers to an average rate of a 

little under 2-1/2 cents per kilowatt hour, correct. 
on the second hne? 

THEWIINESS: Could you read that 
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question back? 
(Question read.) 

A. You said a little under 2? 
Q. Yes. 
A. Yes. 
Q. And the specific is $0.0245 per kilowatt 

hour, correct? 
A. Correct. 
Q. Do you know what the cost of capacity is 

-within that number? 
A. No, I do not. 
Q. Is it your understanding that after 

June ~ or for the delivery year beginning June, '15, 
that's 2015, and afterwards, AEP Ohio's generation 
-will be offered into the RPM auction? 

MR. CONWAY: Could I have that question 
reread? 

(Question read.) 
A. Subject to all the consfraints that we 

talked about earlier as far as things are committed 
elsewhere, retirements, et cetera, et cetera, my 
presumption sitting here today is that it would be. 

Q. Okay. So to the extent there aren't 
commitments on that capacity preexisting and to the 
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extent there are no retirements, the generation 
assets of AEP Ohio will be offered into the RPM 
process? 

A. That ~ that is my ~ I am presuming 
that. 

Q. Okay. That's your understanding. 
'• "A. That's my understanding sitii^^ictnir^' ~ ,.• 
today. 

MR. KUTIK: Let's go off the record. 
A. Well, let m e -
Q. Let's not go off the record. Do you have 

something you want to say? 
THEWIINESS: Sony. 
MR. CONWAY: No, I'msony. Go ahead. I 

thought we were at the finish line. That's all. 
A. All I was going to say when I say that 

from my understanding, I am conjecturing with tiiat 
answer. I want to be clear, I am not the decision 
maker in that process. 

Q. Understood. 
A. Okay. 
Q. Someone who has some knowledge within the 

company. I don't. 1 am getting your understanding. 
correct? 
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A. Okay. 
MR. KUTDC: Let's go off the record. 
(Discussion off the record.) 

Q. Okay. Let's go back on the record. 
Would you consider stranded costs to be costs that 
the ~ a utility cannot recover in a deregulated 
market? 

A. I would accept that as one definition of 
stranded costs. 

Q. And in a deregulated market, a utility 
charging market-based prices, conect? 

A. Not necessarily. 
Q. Okay. Well, it isn't - well, for tiiose 

things that are deregulated ~ 
A. For those things that are deregulated. 

parties are still ~ can enter into cost-based 
confracts. 

Q. Okay. But in the absence of a cost-based 
confract, you know, people in a deregulated market 
are more hkely to pay a market-based price, correct? 

A. I wouldn't necessarily agree with that. 
MR. KUTDC: Okay. I have no further 

questions. And since it is apparent that no one on 
the phone has any questions, at this time in the 
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deposition, Mr. Pearce, I advise you that you have a 
right to read the franscript and to correct any 
transcription errors and you also have the ability to 
waive that right and you have to indicate on the 
record, and your counsel will do that now, what you 
wish to do. 

, - ^̂ ŝ -MR. CONWAY: We will read the trans^ipgJBP 
Thank you. 

MR. KUTDC: We are concluded. 
(Thereupon, the deposition was concluded 

at 10:59 a.m.) 
— 
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By Ms. Emma F. Hand (via telephone) 
Mr. Douglas G. Bonner 
1301 K. Street NW, Suite 600 East Tower 
Washington, DC 20005 

On behalf of the Ormet Primary Aluminum 
Company. 

Vorys, Sater, Seymour & Pease, LLP 
By Mr. Stephen M. Howard 

52 East Gay Street 
Columbus, Ohio 43216-1008 

On behalf of the Retail Energy Supply 
Association. 
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TERESA RINGENBACH, 
being first duly swom, as hereinafter certified. 
deposes and says as follows: 

EXAMINATION 
By Mr. Kutik: 

Q. What is your name? 
A. Teresa Ringenbach. 
Q. Ms. Ringenbach, have you submitted 

testimony on two occasions in this case? 
A. Yes. 
Q. What I'd like to do, if it's okay with 

you, is I'd like to refer to your July 25th testimony 
as your direct testimony and your September 13th 
testimony as your Stipulation testimony. Is that 
acceptable? 

A. Yes. 
Q. All right. Now, I believe in both of 

your testimonies you have listed some members of 
RESA, correct? 

A. I've listed all the members of RESA. 
Q. And that was my next question. All the 

members are RESA are shown or listed in your 
testimony, right? 

A. That's correct. 
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Q. Does RESA have any officers? 
A. Yes. 
Q. And can you describe what offices tiiere 

are and who holds them? 
A. There's president, which is David Fein; 

secretary is, I believe ~ I'm doing this off the top 
ssfti^^few^soT know Steven Benn.@tt is tils' 
secretary; Melissa Lauderdale is freasurer; vice 
president is Jay Kooper. And then RESA has an 
executive director, which is Tracy McCormick. 

Q. And how many staff people does RESA have? 
A. Tracy McCormick is executive director. 

and then she has an assistant. 
Q. And you? 
A. I'm not an employee of RES A. 
Q. What is your relationship with RESA? 
A. Direct Energy, the company I work for, is 

a member of RESA, and I represent Direct Energy for 
the Midwest states for RESA; and I'm also the state 
chair of Ohio for retail gas for RESA, and in the 
past 1 was the state chair for electric for Ohio. 

Q. Who is the current state chair for 
electric for Ohio? 

A. David Fein. 
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Q. Mr. Bennett, what company is he with? 
A. Exelon. 
Q. And Lauderdale, what company is she with? 
A. Integrys Energy Services. 
Q. And Kooper, what company does he work 

for? 
A. Hess Corp. 
Q. Does RESA have a board? 
A. The Board is made up ofthe Executive 

Committee, which is the people tiiat I mentioned 
before. 

Q. So the Board consists ofthe officers? 
A. Actually, no, I have that -wrong. There's 

an Executive Board that consists ofthe officers, and 
then the Board members are made up of member 
companies, so each member company gets a vote as a 
Board member. 

Q. With respect to either meetings ofthe 
Executive Board or meetings of tiie Board, are there 
minutes? 

A. Yes. 
Q. Now, are those minutes regularly 

distributed to the members? 
A. Yes. 
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Q. I take it you are not currently an 
officer of RESA, correct? 

A. I am not an officer of RESA, that's 
correct. 

Q. Do you currently sit on tiie Board of 
RESA? 

- A. Each memberi5«§Bf^>shas--is considered 
a member ofthe Board, so in terms of me personally 
sitting on the Board, it is actually Chris Kallaher, 
who is my boss, who holds the voting right, and then 
he can basically give proxy to whoever goes to the 
meeting on behalf of Direct. 

Q. And then unless Mr. Kallaher delegates 
his authority to you, you are not a member ofthe 
RESA Board. 

A. Right. My company is, but me 
individually am not. 

Q. Now, did you participate in the 
negotiations that led up to the Stipulation in this 
case? 

A. Yes. 
Q. What was your participation? 
A. I was in person and via phone 

representing RESA on behalf of Direct Energy, which 
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is a member. 
Q. And did you report back to any members of 

tiie Board of RESA or tiie Executive Board of RESA witii 
respect to what was going on during tiiese 
negotiations? 

A. RESA held regular meetings to discuss 
their position in this case, so, yes, I participated 
in those meetings. 

Q. And were tiie discussions ofthose 
meetings reflected in minutes? 

A. No. 
Q. Would it be tiie case that you would get 

direction from members of either the Executive Board 
or the Board in terms of what RESA's position would 
be on certain issues during negotiation? 

A. RESA, as the entity, has guiding 
principles that members adhere to, but they don't 
have quarterly Board meetings specific to each 
individual case that they're in. 

Q. Well, I think you testified that you were 
in regular conversations or meetings with other 
representatives that make up RESA to discuss the 
events that were going on during the negotiations; is 
tiiat right? 
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1 A. Yes. RESA has a process whereby members 
2 fiind a case, and then the funding members are the 
3 ones who participate, so the funding members would 
4 have been part of the meetings specific to the case 
5 where we discuss settlement negotiations. 
6 Q. Okay. And would it be the case in these 

-7 meetings of the funding members that ^^^^sid-^eport 
8 what went on and others would give their reaction, 
9 and then the group would come to a consensus to how 

10 to react to what was going on? 
11 A. Yes. 
12 Q. So would it be fair to say that you were 
13 getting direction from the folks you were talking to, 
14 other members of RESA, as you were participating in 
15 the negotiations? 
16 A. Yes. 
17 Q. During the negotiations that led up to 
18 the Stipulation, did you prepare any analysis of the 
19 relative benefits of the ESP versus an MRO? 
2 0 A. No. 
21 Q. Did you undertake any quantitative 
2 2 analysis at all? 
2 3 A. In terms of what is in my testimony 
2 4 regarding the GS-2 credit separately, yes. The other 
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1 customers, negotiating what level of credit would 
2 avoid a customer seeing a significant impact on their 
3 savings to those who had already switched. 
4 Q. To the extent you did any quantitative 
5 analysis during the course of Stipulation, it related 
6 to the MTR Rider? 

-7 A. It relatfd to tiie GS-2 credit that's part 
8 of the MTR Rider section. 
9 Q. And that's the only quantitative analysis 

10 you did with respect to the Stipulation? 
11 A. Yes. 
12 Q. Now, do you recall a time during the 
13 negotiations when FES was no longer participating? 
14 A. I know there came a point where they were 
15 no longer in the meetings, but I don't recall when 
16 exactly that was. 
17 Q. All right. From the point that you were 
18 aware that FES was no longer in the meetings, did 
19 RESA have any discussions with FES about what was 
2 0 going on in the settlement negotiations? 
21 A. No. 
2 2 Q. Do you know whether any members of RESA 
2 3 had discussions -with FES during that time? 
24 A. I don't know. 

n J S ^ ^ m ^ 
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1 items were basically just negotiated as part of 
2 settlement. They weren't formal separate analyses 
3 that were done. 
4 Q. Okay. So there are some calculations you 
5 did that appear in your testimony; that is, your 
6 Stipulation testimony, correct? 
7 MR. HOWARD: David, this is Steve Howard. 
8 Is there a specific page you can refer us to? 
9 MR. KUTIK: No. I was responding to her 

10 last statement where she said that she did some 
11 analysis that's in her testimony. 
12 A. There's not an analysis in my testimony. 
13 I had taken your question as, did I do any analysis 
14 at all throughout the settlement negotiations. 
15 Q. All right. Fair enough. Let me rephrase 
16 my question; and that is, during the settlement 
17 negotiations did you undertake an analysis, any 
18 quantitative analysis, with respect to the issues 
19 that were being discussed in those negotiations? 
2 0 A. Only as it applies to when we had 
21 discussed the credit for GS-2 customers. 
2 2 Q. And explain that to me, please. 
2 3 A. Only in the sense when looking at how the 
2 4 MTR would affect savings for already s-witched GS-2 
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1 Q. Did there come a time when the OCC was no 
2 longer participating in the settlement negotiations? 
3 A. Yes, I believe so. 
4 Q. And during the time that you were aware 
5 that OCC was not participating in tiie negotiations, 
6 did RESA have any discussions with OCC about the 
7 settlement of this case? 
8 A. I don't tiiink so. 
9 Q. Are you aware of whetiier any members of 

10 RESA had discussions with OCC during that time about 
11 settlement? 
12 A. Idon'tknow. 
13 Q. Were you aware that at some point in time 
14 lEU-Ohio was no longer participating in settlement 
15 discussions? 
16 A. Yes. 
17 Q. And during tiiat time that you were aware 
18 that lEU-Ohio was not participating, did RESA have 
19 discussions with representatives of lEU-Ohio about 
2 0 settlement? 
21 A. I don't think so. 
22 Q. Are you aware of whether any members of 
2 3 RESA had discussions with lEU during that time? 
24 A. Idon'tknow. 
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Q. Is this the first ESP case that you've 
testified in? 

A. No. 
Q. Have you testified in MRO cases? 
A. Yes. 
Q. Did you participate in the Duke MRO case? 
A;...Yes, ^ - •-'«»--' .-.- --^ . _. . 
Q. And by "participate," you provided 

testimony in that case? 
A. Yes, I did. 
Q. Is it part of your j ob to become familiar 

with SB 221? 
A. It is. 
Q. Do you feel that you are — you have a 

good working knowledge ofthe provisions of SB 221? 
A. I have a working knowledge of what's in 

there, but I'm not an attomey so I don't interpret 
it. 

Q. Okay. Well, from time to time do you 
form an opinion on your own as to what SB 
221 requires? 

A. Yes. 
Q. Are you familiar -with the provisions of 

SB 221 regarding how to price an MRO which blends a 
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1 and tiie MRO for tiie EDU where it was tiie first MRO 
2 filed by tiie EDU? 
3 A. It would apply to tiie first MRO? I tiiink 
4 it said ~ again, I don't have the language, but I 
5 think it was the first approved, but yes, the first 
6 one. 
7 Q. S€,i^^^rgft!i«, the two Gompanies that ,-»-
8 make up AEP Ohio, were to have an MRO in this case as 
9 opposed to an ESP, would be fan to say it's your 

10 understanding that the blending statute would apply 
11 to tiiat MRO? 
12 MR. HOWARD: Objection, calls for legal 
13 conclusion. 
14 But you may answer, if you know, Teresa. 
15 A. It's my understanding that the blending 
16 apphes to an EDU that hasn't divested their 
17 generation. It's my words. Ifthey file an MRO 
18 that's approved, they have a period of time that you 
19 have to blend in or phase in the market pricing. 
2 0 Q. So, again, as you understand the 
21 requirements ofthe blending statute, again, not as a 
2 2 lawyer but someone who has a working knowledge of SB 
2 3 221 and works in this area, you would understand that 
2 4 if AEP were to have an MRO starting next year, for 
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1 competitive bidding process-derived price with a 
2 legacy ESP price? 
3 A. First of all, note that I don't actually 
4 have the language in front of me so I'm doing this 
5 off the top of my head, but I do recall the section 
6 in general, yes. 
7 Q. And so that you know in certain 
8 circumstances when an MRO price may be determined, 
9 the statute calls for some type of blending or 

10 weighting of a legacy ESP price as may be adjusted 
11 with a competitively bid process price, correct? 
12 A. Yes, I'm familiar with that. 
13 Q. You're aware that the blending that we 
14 have just been talking about is required for an MRO 
15 that would be for an electric distribution utility 
16 for generation that was used and useful as of 
17 July 31,2008? 
18 A. Yes. 
19 Q. And you're also aware that the blending 
2 0 statute would apply to an EDU where the MRO was the 
21 first MRO filed by the EDU, correct? 
2 2 A. I'm sorry, ask the question again? 
2 3 Q. Sure. You're aware that the blending 
2 4 that we've been talking about would apply to an EDU 
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1 exanple, that MRO would be subject to the blending 
2 stattite? 
3 A. Yes. 
4 Q. And by AEP in tiiat question, I meant AEP 
5 Ohio. Is that how you took my question? 
6 A. I took it as AEP, the two utilities. 
7 Q. Okay. Now, ifs been your view, has it 
8 not, that AEP Ohio has been attenpting to discourage 
9 shopping in its territories? 

10 A. Yes. 
11 Q. And you've noted, have you not, certain 
12 comments that were made by the chairman of the Board 
13 and CEO of AEP, correct? 
14 A. Correct. 
15 Q. To the effect fliat tiie chairman of the 
16 Board and tiie CEO of AEP did not like to see that 
17 customers were switching. 
18 A. Yes. 
19 Q. And would it be safe to say that you 
2 0 viewed Mr. Morris's comments as a statement of AEP 
21 pohcy? 
22 A. I did, yes. 
2 3 Q. You also noted that Mr. Morris stated 
2 4 that the rate designs that were filed with the 
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application for the ESP in this case would cause a 
real drop-off in the number of customers shopping, 
correct? 

A. Yes. 
Q. And you took that statement as a 

statement of corporate policy or expectations on 
behalf of AEP, correct? --'.^^m^^^^- r 

A. Correct. 
Q. You also, in your direct testimony, 

identified the POLR charge as a problem that you had 
with the application by AEP Ohio for an ESP, correct? 

A. Correct. 
Q. Now, it's safe to say that there is no 

longer going to be a POLR charge ifthe Stipulation 
is approved, at least during the term ofthe ESP. 

A. Yes. The POLR Rider, that POLR charge. 
goes away under this Stipulation. 

Q. So one of the changes from the 
application to the Stipulation was the elimination of 
tiie POLR Rider, correct? 

A. That's correct. 
Q. Now, the base generation charge from the 

charge that was in the application to the 
Stipulation, that charge is increased, correct? 
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A. The base generation, yes. 
Q. Now, did you do any comparison -with 

respect to the level of revenues tiiat would be 
"saved," by the elimination of tiie POLR Rider versus 
the additional revenues that were gained by the 
change or increase in the base generation from the 
initially applied suggestion to what's in the 
Stipulation? 

A. No. 
Q. Would it concem you if the increase in 

the base generation charge revenues was greater than 
the revenues that would have been generated by the 
POLR charge? 

A. Would it concem RESA? 
Q. Well, first I'm asking you. Would it 

concem you? 
A. Well, speaking on behalf of the Retail 

Energy Supply Association, our concem -with the POLR 
charge was that it was generation that wasn't 
avoidable and that it was being used in a way to 
stymie shopping, so that was our concem with that. 
Our concem was not the actual revenue. 

Q. So it would not concem you? 
A. No. 
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Q. What I said was correct, it would not 
concem you? 

A. That's correct. 
Q. Is it correct to say that you pre-viously 1 

recommended that the price for capacity that CRES 
providers would pay AEP Ohio should be the rest of 
tliC-RTO RPM price? v.rte3*-H 

A. The RPM price, yes. 
Q. Do you believe that AEP Ohio is entitled 

to charge CRES pro-viders for capacity in the range of 
347 to 355 dollars per megawatt-day? 

A. Well, no. I mean, we agreed in the 
Stipulation to 255, unless they're ehgible for RPM, 
for a hmited period of time and then it becomes all 
RPM, so no, I don't agree to the 347 to 355. 

Q. I'm not asking you what tiie Stipulation 
calls for. What I'm asking you for is do you believe 
that absent the Stipulation, AEP Ohio would be 
entitled to charge CRES providers for capacity a 
price in the range of 347 to 355 dollars per 
megawatt-day? 

A. No. Wait. Ask the question again. I 
want to make sure I'm answering right. No, I don't 
agree that tiiey should charge that. 

Page 2 0 

Q. And would it be fair to say that, again. 
apart firom the Stipulation, you don't believe that 
they would be entitled to that amount, correct? 

A. That's correct. 
Q. Have you re-viewed the testimony of the 

witnesses for AEP that have filed testimony in 
support ofthe Stipulation? 

A. I have reviewed Hamrock and Roush. 
Q. Okay. Did you review the testimony of 

Mr. Allen? 
A. I reviewed a portion ofit dealing with 

the 355. 
Q. Okay. And when you say you reviewed a r 

portion ofit dealing with the 355, is that the | 
quote, "benefit," end quote, that he identified? 

A. Yes. 
Q. And not charging that 355? 
A. Yes. 1 
Q. You previously testified that you don't = 

believe that AEP Ohio was entitled to the 355, ? 
correct? J 

A. I don't believe that they should charge J 
CRES providers tiie 3 5 5. 1 

Q. So, again, they were not entitled to |; 
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charge 355 to CRES pro-viders for capacity, correct? 
A. To CRES providers, correct. 
Q. And so would it be fair to say that you 

wouldn't agree that one could calculate a benefit 
based upon the fact tiiat they were entitied to a 
capacity price of 355? 

A, Well, cjtsrposition when it comes to the 
355 is not that I've done an analysis ofwhether or 
not they are the accurate costs based on FERC Form 1, 
but basically from a CRES pro-vider's perspective, we 
are not subject to the FRR rate. We are subject to 
RPM. Ifwe are looking at it from a total ESP to MRO 
benefit analysis, I can't really answer that question 
because I haven't done that analysis. 

Q. Ms. Ringenbach, I'm not sure you answered 
my question, so let me try again. Are you aware that 
AEP witnesses have identified one ofthe benefits and 
quantified such a benefit as being the difference 
between charging 355 and charging what is set out in 
the Stipulation? 

A. Yes. 
Q. And would you agree with me, just as a 

matter of logic, for that to be a benefit, AEP would 
have been entitied in the first place to charge 355, 
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right? 
A. Yes. 
Q. And so since you don't believe AEP was 

entitied to charge CRES providers 355, the way they 
calculated the benefit based upon the alleged 
discount you would not agree witii, correct? 

MR. HOWARD: I'm going to object on tiie 
basis of it calls for - sort of calls for a legal 
interpretation. 

But ifyou know, you may answer the 
question. 

A. I guess I'm answering the question. I 
mean, the way I interpret the question is to assume 
that the 355 is tiie accurate rate. There's a 
difference between, in my mind, thefr ability to 
charge us something otiier than RPM and analyzing 
whether or not tiie FRR rate is actually 355. 

But assuming that this FRR rate after 
someone did the analysis on FERC Form 1 was not 355, 
then you're right, it would not be an accurate 
benefit analysis. 

Q. So, again, you would not agree with that 
analysis? 

A. Yes. 
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Q. Now, one ofthe problems that you had 
-with AEP's proposal to charge 355 was that it would 
cause significant price shock, correct? 

A. To shopping customers, yes. 
Q. You also have provided in your direct 

testimony an analysis ofthe price shock that would 
,-fte^fefey schools, or certain sctools,-?8^«ct? - • -- -

A. For schools who are already -with a CRES 
provider, yes. 

Q. For example ~ and that's laid out in 
your direct testimony at TLR Attachment 3, correct? 

A. Yep. 
Q. Sorry? 
A. Yes. 
Q. And one ofthe things you note there is 

that the price as a result of capacity ~ let me 
start over. 

One of things you note there is that 
price increase seen by schools as a result of 
capacity increases only, tiiat would be price increase 
only, would be in the neighborhood of 2.6 cents per 
kilowatt-hour, correct? 

A. Within the testimony or witiiin ~ oh. 
yes, on page 11, yes. For a school who was with a 
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CRES provider, it would be an increase of 2.6 cents 
per kilowatt-hour. 

Q. Right. And going back to the TLR 
Attachment 3 in your direct testimony, you show the 
difference in capacity rates for the PJM auction for 
the RPM price and the capacity rates as AEP proposed 
initially, correct? 

A. Correct. 
Q. And one of the things that you also show 

is the difference in total capacity costs per year. 
correct? 

A. Correct. 
Q. And the total difference in capacity 

costs per year, as you calculated, would be about 
$90,000? 

A. Yeah; a little bit more than that, but 
yes. 

Q. And you would view that $90,000 in that 
more than two-and-a-half cent per kilowatt-hour as a 
significant price shock, correct? 

A. Correct. 
Q. Now, if a customer would receive 

increases in the capacity costs of one-and-a-half to 
two-and-a-half times, would that be in your view 
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significant price shock? 
A. Yes. 
Q. Would you agree that increases in 

capacity costs charged to CRES providers, would take 
savings away and would deter CRES providers from 
offering service? 

A. Incesrrsfe^Gspacity costs would take r - -»»' 
savings away. I can't say ifit would deter 
providing service because there's the energy side. 
which could potentially have savings for the 
customer. 

Q. Well, didn't you agree that the increase 
in capacity costs as proposed initially by AEP would 
take savings away and would deter CRES providers from 
offering service? 

A. It would take savings away from customers 
who had already entered and that were switched to 
CRES providers. 

Q. All right Let me refer you to your 
direct testimony, page 11. 

A. Uh-huh. 
Q. And starting towards flie top, you're 

discussing the effect on schools tiiat's also shown 
the TLR Attachment 3, correct? 

Page 2 6 

A. Correct. 
Q. This includes the significant price shock 

that you mentioned earlier, correct? 
A. Correct. 
Q. And you conclude, do you not, starting on 

line 7, "The increased capacity cost would have taken 
the savings away from shoppers and deterred CRES from 
offering service in the AEP Ohio territories." You 
said that, correct? 

A. Yes. 
Q. And that was trae with respect to the 

proposal that AEP initially had in this case? 
A. Yes. 
Q. Let me have you again refer to your 

testimony and flip to page 10 ofthat direct 
testimony. I want to refer you to the sentence 
beginning at line 8, and let me read it. "Even 
though the RPM auctions resulted in capacity prices 
of $ 174 per MW-day for tiie period tiirough May 2011 
and $110 per MW-day for the period from June 2011 
tiirough May 2012, AEP Ohio sought to increase the 
CRES capacity charge 2-3 times those amounts to $347 
per MW-day, despite assurances in its ESP 1 testimony 
that the RPM prices would be used." 
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Did I read that correctly? 
A. Yes. 
Q. What assurances were given? 
A. In tiie testimony they had talked about 

RPM being used for CRES providers going forward, and 
then upon filing this had instead reverted to FRR for 

-everyone, including CRES providers! jSs^^ij^^aenibers, 
including Direct Energy, had been relying on an 
expectation based on the ESP that RPM is what would 
be billed to CRES providers. 

MR. KUTIK: Would you read the answer. 
please. 

(Record read.) 
Q. So it's your understanding that in tiie 

testimony filed by the AEP Ohio companies, or on 
behalf of those companies, in their first ESP case or 
cases, that their representatives provided some 
assurances about the fact that AEP Ohio intended to 
use RPM prices on a going-forward basis? 

A. Yes. That was our understanding. 
Q. And were there any such assurances 

pro-vided to anyone, other than in the testimony? 
A. No, not that I know of 
Q. In other words, was there any agreement 

Page 2 8 

that was made? 
A. No. 
Q. Now, your -view is that in light of such 

assurances that had been made in the ESP 1 case, CRES 
providers in Ohio, and particularly in AEP's Ohio 
service territory had a right to rely on tiiose 
assurances, correct? 

A. Yes. 
Q. And AEP Ohio's filings to estabhsh 

prices based upon the FRR were inconsistent with the 
prior assurances that CRES providers had relied upon? 

A. Correct. 
Q. Would it be fair to say tiiat CRES 

providers don't have tiie option to self-supply until 
the delivery year beginning June 2015? 

A. I'm going to say yes, but I want to 
clarify that because my conpany did not self-supply. 
I'm not sure of all the mles on when you have to 
give notice to self-supply. 

Q. But based upon your understanding, ifs 
your understanding that if your company or other CRES 
providers wanted to self-supply capacity to serve 
customers in the AEP Ohio service territory, tiien 
tiiat self-supply would not take effect untti 
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June 2015. 
A. Yes, that's my understanding. 
Q. And until that time they're stuck with 

whatever price AEP Ohio charges CRES for capacity. 
correct? 

A. Yes. 
•«̂ .-Q_ Dii] you ever do any study on the effe<.*Bs»ip!*~ 
of capacity on shopping? 

A. Other than ~ I guess is tiie question on 
currently switched customers, or are you asking for 
customers who have not already s-witched and may 
switch, what the effect would be on offers to them? 

Q. Any effect. 
A. I will answer it two ways. Yes, on 

customers who have already switched, right, which is 
what tiiat Exhibit 3 is in my testimony, what's the 
effect on customers who are afready under confract 
and with a supplier. 

And no on a formal analysis for the 
effects on customers who have not afready made a 
decision to s-witch and the amount or types of offers 
that they might get. 

Q. So you have done no study on, for 
example, the likelihood of CRES pro-viders being able 

Page 3 0 

to offer competitive rates ifthey have to pay 
capacity at a rate of 255? 

A. No, I've done no formal studies on that. 
Q. You said you have done no formal studies 

on that. Have you done any study on that? 
A. I mean, I have my o-wn interpretation of 

the fact that ifyou can make ~ ifyou can offer a 
customer who, assuming they don't get in under the 
RPM caps right and are paying the 255 capacity rate. 
and ifyou can save them on the energy, then a CRES 
is going to remain in the market and make offers. 
But any actual formal analysis or anything like that. 
no, I have not done. 

Q. So, for example, you're unaware that your 
own company. Direct Energy, has determined that it 
could profitably offer CRES service ifit had to pay 
for capacity at a rate of 255 in AEP Ohio? 

A. Idon'tknow. They analyze each customer 
as they're brought in by the salesperson, so it could 
change depending on points in time in the market. 

Q. But sitting here today, you're not aware 
of any analysis, correct? 

A. I don't know of any analysis, no. 
Q. Now, you said in your Stipulation 
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testimony that tihere is no hard and fast cap on 
shopping itself as a result ofthe RPM set-asides. 

A. Yes. 
Q. And is that statement based on your view 

that it may be possible through savings on the energy 
rate for a CRES provider to offer ~ to make offers 
to customers in the .AEP ̂ toioterritoiy? 

A. Well, ifs based on that, but tiiere's 
many different reasons why a customer might switch to 
a supplier. They can s-witch just because they 
absolutely hate AEP. They could switch because 
they're a national account and, you know, they get a 
better rate across multiple states or multiple 
territories other than just AEP so their overall 
savings is still there. That was the point. It was 
not just specific to capacity that customers s-witch. 

Q. But you're aware of no analysis that -
or are you aware of any analysis that Direct Energy 
has done to determine whether it would be able to 
serve customers ifit had to pay a price for capacity 
of 355? 

A. Not any generic overall analysis. As I 
said, customers are brought in by salespeople. They 
would evaluate individual customers. 
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Q. And you're not aware of any individual 
customer evaluation at that price yet, correct? 

A. I'm not aware ofit. I'm sure our 
salespeople are bringing in their customers, though. 
I'mjust not involved in that part ofthe business. 

Q. Do you believe that the 255 will limit 
shopping? 

A. Yes, it could. Yeah. 
Q. So the 255 capacity price could somewhat 

limit or sfrain shopping. 
A. Yes. 
Q. Because an increased capacity price would 

have the effect of reducing the amount of so-called 
head room that a CRES provider might be looking at in 
attempting to make a profitable offer to a customer? 

A. Yes. 
Q. Let's move to a slightly different 

subject. You made another criticism in your direct 
testimony that AEP Ohio proposed to radically change 
its long-time generation allocation model, no fonnula 
or algorithm. 

A. Is that a question? Yes. 
Q. Would it be fair to say that the 

generation allocation model that would apply ifthe 
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Stipulation is granted or approved would also have no 
formula or algorithm? 

A. That's tme. 
Q. Certainly, but not also, that is, that 

allocation model would not be based on cost as far as 
you know? 

-;;frf^s^^.5i%-far as Iknow, yes. -* - ••̂ •̂ •''- •;"---
Q. Now, in your direct testimony you also 

criticize AEP because AEP did not reveal how it 
achieved, quote, market-like rates, end quote, witii 
respect to generation charges for different customer 
classes, correct? 

A. Correct. 
Q. And the increases for the generation 

rates were not shared equally among customer classes. 
A. That's correct. 
Q. And you -view that as a problem, correct? 
A. Yes. 
Q. Would it be fair to say that the 

increases as a result ofthe Stipulation would not be 
shared equally among customer classes? 

A. Yes. 
Q. Would be it be fair to say that AEP did 

not reveal or has not revealed how it allocated any 
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generation rate increases among customer classes? 
A. Yes. 
Q. Let me refer you to your direct 

testimony, and this time to TLR Attachment 4. Are 
you there? 

A. Yes, I'm here. I have it. 
Q. This shows a Comparison of Certain 

Shopping Rates with Proposed Rate Decreases, correct? 
A. Yes. 
Q. Did you update this to show what the 

change in rates would be based upon the Stipulation? 
A. Have I updated it? No. 
Q. Still referring to your direct testimony. 

let me refer you to page 16. 
A. Okay. 
Q. The sentence that starts on line 8 which 

reads as follows, "I do not believe that Senate Bill 
221 allows an electric utility to raise its rates 
-without regard to cost to one class ofcustomers for 
the express purpose of reducing costs to another 
class ofcustomers simply because those customers 
will buy generation for less in the open market." 

Did I read that correctly? 
A. Yes. 
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Q. Do you still feel that way? 
A. I do. 
Q. What is the basis for your statement 

there? 
A. I believe that ifyou're going to have an 

ESP rate, then it's basically supposed to be a 
regulated rate, which if^afria^jgneJ-cest pTservice; 
or what has been done in Ohio is incorporating sort 
ofthe competitive bids under an ESP, which gets you 
to the market pricing, but not this sort of 
in-between where the utility simple gets to move gen 
rates based on their ability to confrol shopping. 

Q. When you were making this statement with 
respect to certain customer classes being able to buy 
generation for less in the open market, were you 
referring to a specific customer class? 

A. This specific statement was no. This is 
generically in terms of all classes ofcustomers, if 
you can get it lower in the market, you should be 
able to go. 

Q. Do you believe that AEP's initial 
proposal was targeting one class or several classes 
ofcustomers tiiat could buy generation for less in 
the open market? 

Page 3 6 

A. Yes. 
Q. And what customer class or classes was 

AEP Ohio targeting? 
A. I believe they were targeting the 

commercial class, so GS-1, GS-2, and some ofthe 
GS-3s also fall into that class. 

Q. Do you -view those customers as customers 
that could buy generation for less in the open 
market? 

A. Yes. 
Q. Are the GS-1, GS-2 and GS-3 classes the 

only classes that you think AEP was initially 
targeting? 

A. Yes. 
Q. Now, there's a Rider MTR as part of the 

Stipulation, correct? 
A. Yes. 
Q. And that rider was also included in the 

initial application by AEP, correct? 
A. Yes. 
Q. Would it be fair to say that you believed 

that Rider M I R had the effect to distort price 
signals being sent to the retail customer for the 
generation they purchase? 

9 (Pages 33 to 36) 

ARMSTRONG & OKEY, INC., Columbus, Ohio (614) 224-9481 
aa8064ce-e17e-4cfb-8eda-cafb534a654e 



Teresa Ringenbach 

1 
2 

3 

4 

5 

6 

y 7 
8 

9 

10 

1 1 
12 

13 

14 
1 5 

16 
17 

18 

19 
2 0 

2 1 

22 

2 3 

24 

1 
2 

3 
4 
5 

6 

7 

8 

9 
1 0 
1 1 
12 
1 3 
14 
1 5 
16 
1 7 

1 8 

1 9 
2 0 
2 1 
22 
2 3 
24 

Page 37 

A. Yes. 
Q. Is tiiat still tine? 
A. Yes. 
Q. You also indicate in your direct 

testimony that the flaw -with respect to the Rider MTR 
was that it was nonbypassable. 

"- A. Yes; - . .- ---s-^^^ESse^-^^-... ,. 
Q. Under the Stipulation it's still tme 

that Rider MTR is not bypassable, correct? 
A. Other than for schools, yes. 
Q. Let me refer you to page 17 of your 

testimony. 
A. The direct testimony? All right. 
Q. Directing to line 17 and the sentence 

that begins there, it reads, "There is no reason why 
a customer that is shopping and buying their fiill 
generation requirement in the open market should be 
paying a generation transition fee to customers who 
are buying generation from AEP Ohio at rates that AEP 
Ohio fear are too high." 

Did I read that correctly? 
A. Yes. 
Q. Do you still believe that? 
A. Yes. 
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Q. You believed tiiat the initially proposed 
ESP in this case had a number of barriers to 
shopping, correct? 

A. Yes. 
Q. One ofthose barriers was a 12-month stay 

requirement, correct? 
A. Yes. 
Q. Has the 12-month stay requirement been 

eliminated entirely? 
A. It will be eliminated entirely in 2015. 
Q. Until that time that minimum stay 

requirement is and will be in effect? 
A. Yes. 
Q. Let me have you refer to your direct 

testimony on page 25. 
A. Okay 
Q. And starting at line 13, you indicate 

that there's certain data that should be made 
available to CRES providers at no cost, correct? 

A. Yes. 
Q. One of the data that you - one of the 

pieces of information that you beheve that AEP 
should provide CRES providers is EDI fransaction 
information 867 containing monthly usage and interval 
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usage data. 
A. Correct. 867, but yes. 
Q. Under the Stipulation is AEP Ohio 

required to provide that information? 
A. Under the Stipulation they're including 

the ~ well, no, not that specific EDI fransaction. 
N o . .,, - r:r^-^ -

Q. EDI stands for what? 
A. Elecfronic data interchange. 
Q. 867 means what? 
A. 867, EDI uses different codes for 

different things, and 867 is ~ basically, the 
customer load information you get is an 867 
fransaction. 

Q. Anotiier piece of infomiation tiiat you 
believe that AEP Ohio should make available to CRES 
providers at no cost is Customer Peak Load 
Contribution, correct? 

A. Yes. 
Q. Does the Stipulation require AEP Ohio to 

provide that infomiation? 
A. Yes, it does. 
Q. Anotiier piece of information that you 

believe AEP Ohio should provide CRES providers at no 

Page 40 

cost is meter read cycle information? 
A. Yes. 
Q. Does the Stipulation require AEP Ohio to 

provide that? 
A. The Stipulation doesn't, but separate ~ 

you know, after this came in, there were some 
separate things that came from AEP to all suppliers 
or tiie supplier services group. One ofthose was 
that they were changing that to include meter read 
cycle information. 

Q. So the Stipulation doesn't require it at 
this time, correct? 

A. The Stipulation doesn't, right. Correct. 
Q. Another piece of infonnation that you 

believe that AEP Ohio should provide CRES providers 
at no cost is quarterly updated sync-list, correct? 

A. Correct. 
Q. Does the Stipulation require AEP Ohio to 

pro-vide that information? 
A. The Stipulation does not, but you can 

manually request a sync-list from AEP. 
Q. The Stipulation doesn't require a 

quarterly updated sync-list, correct? 
A. Correct. 
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Q. Is the $ 10 switching fee being eliminated 
under the Stipulation? 

A. No. 
Q. Does the Stipulation require the 

implementation of a purchase of receivables program 
similar to Duke's or Ohio gas utilities? 
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Q. You're aware, are you not, that there is 
a pool termination and modification rider being 
proposed, correct? 

A. There's a pool ~ yes. 
Q. And that is also part ofthe Stipulation, 

correct? 
A. Yes. 
Q. And if the costs with respect to the pool 

termination or modification are in excess of 
$50 million, then AEP, under the Stipulation, has a 
right to seek recovery ofthose costs, correct? 

A. For the pool teimination, yes. 
Q. So that, for example, if ifs $50 milhon 

plus a dollar, they would be able to recover or seek 
recovery of all, that entire amount, not just the 
dollar over 50 milhon, correct? 

A. You know, it's not necessarily -written 
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that way, but I guess it could be interpreted that 
way and may need clarification from the Commission. 

Q. What would be RESA's position on that? 
A. That whatever is over $50 million. 
Q. Is it your understanding that the pool 

termination/modification rider is nonbypassable? 
A. Yes. 
Q. Would the costs that would be sought to 

be recovered under the pool termination/modification 
rider be accurately described as generation-related? 

A. Yes. 
Q. The Stipulation also calls for tiie 

establishment of a rider called GRR, correct? 
A. Yes. 
Q. And as contemplated under the 

Stipulation, Rider GRR would be nonbypassable? 
A. Yes. 
Q. And the costs that would be sought to be 

recovered under GRR would be properly characterized 
as generation-related? 

A. Yes. 
Q. Are you aware of whether AEP Ohio is what 

might be called long on capacity? 
A. I knew that they were long two years ago. 
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but I haven't done any recent studies or obtained any 
recent information that they are still long. I would 
assume that they would still be long since the market 
hasn't exactly picked up. 

Q. So it's your impression that AEP Ohio is 
currently long on capacity? 

A. • Y m ^ r . s ^ - X . " , : : • , -•.. -

Q. That would be your expectation for the 
foreseeable fiiture, that AEP would be long on 
capacity? 

A. Looking into my economic crystal ball. 
yes. 

Q. Do you believe that the State of Ohio is 
a net importer or exporter of power? 

A. I don't believe that the State of Ohio is 
either. I don't beheve you can import or export 
power because everything goes to PJM, which acts as 
the clearinghouse, so that the assumption that you 
are an importer because you're bringing power out of 
PJM, just because it all gets mixed up at PJM, you 
can really call yourself an importer or exporter. 
It's just the nature ofthe business. 

There's RTOs, and the whole natiire of RTO 
is all the power gets mixed up and you don't 
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necessarily know that your exact electrons. You 
might know where your confract is, but your exact 
elecfrons are not importing or exporting. You don't 
know where they're exactly coming from. I take issue 
with tiie terms importer or exporter of power and 
energy. 

Q. So you reject the notion that Ohio could 
be looked at as an importer or exporter of power or 
electricity because it's PJM that's responsible for 
reviewing the reliability needs ofthe utilities that 
belong to PJM, and that may involve facilities and 
resources outside the State of Ohio, correct? 

A. Yes. I reject the idea that we're an 
importer or exporter. 

Q. Because PJM is the entity thafs dealing 
with reliability on a multistate basis. 

A. Yes. 
Q. You're aware, are you not, that the 

Stipulation pro-vides that AEP will have the right to 
seek recovery under Rider GRR of the costs of two 
plants, Tuming Point and MR6, correct? 

A. Yes. 
Q. Are you aware of any evidence that either ; 

the Tuming Point plant or MR6 are necessary to meet 
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the resource planning needs of AEP Ohio? 
A. Are they ~ I'm sorry. Is the question 

whether or not I know that they are necessary for AEP 
to meet their plans? 

MR. KUTQC: Could you read the question, 
Rosemary. 

(Record read.) ...--*^-"* "-
A. No. I'm not aware of any evidence. 
Q. Are you aware of any e-vidence that the 

Tuming Point plant has been or -will be competitively 
bid? 

A. No, I'm not aware of any evidence. 
Q. Are you aware of any information? 
A. The only information I have is going back 

to Senate Bill 221, which is ifyou receive a 
GRR-type of nonbypassable rider for generation, you 
have to competitively bid out that generation. 

Q. My question is, with respect to the 
Tuming Point facility itself or that project, do you 
know whether it has been or will be competitively bid 
at this point? 

A. I do not know. 
Q. Do you know whether the MR6 will be 

competitively bid? 
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A. I do not know. 
Q. Are you aware that there is a unit 

currentiy operated by one of the AEP Ohio companies 
called MRS or Muskingum River 5? 

A. Yes. 
Q. Are you aware that there has been some 

discussion about the potential closure ofthat unit? 
A. Yes. 
Q. Given your understanding of the purpose 

of Rider GRR under the Stipulation, do you think it 
would be appropriate for AEP Ohio to seek recovery of 
costs relating to the closure ofthe MR5 unit as part 
ofthe costs of building and starting up and 
operating MR6? 

A. No. 
Q. That would be inappropriate? 
A. To include the closing to build ~ in 

order to build a new - no, that would be 
inappropriate. 

Q. Would it be correct to say that with 
respect to the benefits that customers ~ that 
nonshopping customers may receive from having SSO 
load procured on a competitively bid basis, that 
customers in Ohio, the nonshopping customers in AEP 
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• 

Ohio, will not see that benefit until June of 2015? 
A. Yes. : 
Q. Let me now have you refer to your 

Stipulation testimony. 
A. Okay 
Q. And specifically I want to refer you to 

-pag©6r " --...,l-^,.^^-: 
A. Okay. -
Q. And the sentence that begins on line 8 

reads, "While RESA would prefer to see tiie CBP 
irrplemented immediately, RESA understands that tiiere 
are unique factors associated with AEP's stmcture 
which inhibit a more immediate move to the CBP." 

Did I read tiiat correctiy? i 
A. Yes. 
Q. What are the unique factors associated 

with AEP's structure that you're referring to there? 
A. One was or is the FRR. Another is the 

utility ownership of generation, which would 
basically trigger that blending or phase in of the 
MRO pro-visions. Those are the two big ones. t 

And tiien the last piece was just simply 
AEP combining the two utilities into a single utility • 
would require some system changes and things tiiat 
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would most likely create two separate wholesale bids 
that would have to go through two separate tariffs. 
So by waiting, all ofthose things would be taken 
care of and it would be an easier fransition to the 
market. 

Q. With respect to the last thing you said. 
certainly the fact that there would be two wholesale \ 
bids or two sets of-wholesale bids wouldn't preclude 
those processes from going forward; it would just 1 
make them a little more difficult, correct? 

A. That's correct. j 
Q. With respect to utility cwnership of j 

generation. I believe you said that that would * 
somehow invoke tiie blending provisions of SB 221. ; 
Did I understand your testimony correctly? ! 

A. Ifwe were going to an MRO type of ( 
stmctiire, yes. | 

Q. Well, you're aware that there are ESPs in { 
Ohio that use a competitive bidding process, correct? t 

A. I am. { 
Q. The FirstEnergy Ohio utilities has such a 1 

process, correct? 
A. Yes. i 
Q. And in such a process, that's not an MRO | 
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and, therefore, the MRO blending provisions don't 
apply, correct? 

A. Thafs correct. 
Q. So if a competitive bidding process were 

to be required or implemented as part of this ESP, no 
blending would be necessary or required under SB 221, 
as you undenitaii^that statute. 

A. Well, my opinion, FirstEnergy, the 
utility, does not o-wn that generation, so ifs sort 
of a different situation. 

Q. I guess thafs what I'm trying to 
understand, do you believe that if an ESP has a 
competitive bidding process to procure POLR load or 
SSO load and the utility o-wns generation, the 
blending pro-visions of SB 221 that led to MROs would 
apply? 

A. No. Now that I think about it, if ifs 
within the ESP, the blending requirement for an MRO 
probably would not apply; however, the other portion. 
of them owning tiie generation and not divesting it. 
is that the utility is incented to not ever move to 
competitive procurement. 

Q. But the competitive bidding process could 
be done where a utility o-wned generation, correct? 
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A. If the utility agreed to it, yes. 
Q. Or if the Commission ordered it? 
A. No, I don't agree with tiiat I think 

that the way tiiat SB 221 has been irrplemented is if 
you file an ESP as a utility and you go through the 
case, the Commission can approve, modify and approve. 
or reject; and ifthey modify and approve, the 
utility has the ability to basically walk away and 
refile and start over again. 

So I disagree -wifli the statement that the 
Commission could order them to go to a competitive 
bid under an ESP. I mean, they could order it, but 
the utility doesn't have to do it, is probably a more 
accurate statement. 

Q. But it is fair to say that your comments 
about the blending statute being an issue -

A. I was wrong on that; you're right. The 
blending would not apply ifthey did a conpetitive 
bid within the ESP and the utility accepted it. 

Q. Now, -with respect to the fact that AEP 
Ohio is currently providing capacity under an FRR 
plan, is it the case that AEP Ohio could allow 
suppliers, tiiat is, wholesale suppliers, to bid into 
the conpetitive bidding process to procure their o-wn 

1 
2 
3 
4 
5 
6 
7. 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Page 51 

capacity through the RPM process or through other 
types of fransactions? 

MR. CONWAY: I'm sorry, could I have the 
question reread, please. 

MR. KUTIK: Let me rephrase the question. 
Q. Assume for me that there will be a 

.: ;e«*fretitive bidding process to procure POfcR load from 
AEP Ohio nonshopping customers, and assume that that 
will begin sometime, lefs say, 2013. Are you with 
me so far? 

A. Yes. 
Q. Could AEP Ohio allow wholesale suppliers 

who would be bidding into that corrpetitive bidding 
process to obtain tiieir o-wn capacity and prices otiier 
than the price tiiat AEP Ohio is charging under the 
FRR plan? 

A. Yes, tiiey could. They could do a flill 
requirements auction where each supplier would go out 
and procure energy and capacity on their o-wn, yes. 

Q. At some point, the Stipulation allows or 
requires AEP Ohio to notify PJM fliat AEP Ohio will 
participate in the RPM auction, correct? 

A. Yes. 
Q. And the participation in the RPM auction 
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by AEP Ohio will begin for the delivery year starting 
June 2015, correct? 

A. Yes. 
Q. And is it your understanding that by that 

time the generation assets of AEP Ohio, with the 
potential exception of Tuming Point and MR6, would 
be o-wned by another entity? 

A. Yes. 
Q. Is it your understanding under the 

statute that for the delivery year beginning 
June 2015, all of tiie assets that had been AEP Ohio, 
talking generation assets that now belong to that 
other entity would be offered into the RPM auction? 

A. Under the ~ I don't understand the 
"under the statute" part. 

Q. Under the Stipulation. 
A. Oh, okay. I don't believe they committed 

to all of them being in the RPM auction, only that 
they would participate in the RPM auction. 

Q. Okay. So it may well be that not all of 
the facilities that AEP Ohio fransfers to this new 
generation company, not all ofthose assets. 
generation assets, would be offered into the RPM 
auction? i 
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A. I think thafs a possibility. 
Q. Is it your expectation that all of them 

would be? 
A. Yes. 
Q. And what is that expectation based on? 
A. I guess it was just my assumption, yes; 

no actual e'i?î ŝfê 3̂P>"'- --••: .-J: ^^^ 
MR. KU'l IK: Okay. Lefs go off the 

record for a minute. 
(Recess taken.) 

Q. Ms. Ringenbach, when did you first 
receive a draft ofthe Appendix C ofthe Stipulation? 

A. I actually don't know the exact date, but 
I know that ifs based on the cap allotment mles 
from Michigan, and I'm pretty sure that RESA is the 
one that presented those mles, so that would have 
been like the initial first draft, was. Here's the 
mles that are used in Michigan. 

Q. So you would have had either supplied or 
suggested to AEP that they look at those mles? 

A. Yes. 
Q. But thafs my question. My question is 

when did you receive the first draft of Appendix C? 
A. Idon'tknow. I don't remember. 
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Q. The Stipulation was signed on 
September 7. 

A. It would have been before that. 
Q. Right. But it was signed on September 7, 

correct? 
A. Yes. 
Q. And that was a Wednesday. Will you 

accept that, subject to check? 
A. Subject to check, yes. 
Q. Okay. Do you recall that the weekend 

before the 7th was the Labor Day weekend? 
A. Yes, it was. 
Q. Did you receive Appendix C after or 

during the Labor Day weekend? 
A. You know, I don't know. I'm going to say 

before because I think we were negotiating it before 
everyone agreed to the final settlement. 

Q. Were there several drafts of Appendix C? 
A. Yeah. I mean, I'm pretty sure there were 

a couple different versions that were tweaked. 
Q. And by the Labor Day weekend, had there 

been more than one version circulated of Appendix C? 
A. More than one? 
Q. Draft. 
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A. More than one draft, yes. 
Q. Did AEP draft the first draft of Appendix 

C? 
MR. CONWAY: At this point I'm going to 

object to the question. I think that it delves into 
the actiial discussions among tiie negotiating parties. 

' diidT think it's covered by the confid,s^* î̂ E -̂l©ak. 
that applies to them and so 1 would object to it. I 
object to the question. 

Q. Can you answer question? 
MR. CONWAY: I believe RESA objects also. 
MR. HOWARD: This is Steve Howard on 

behalf of RESA. I also object because it asks for 
settlement positions. I instmct the wimess not to 
answer. 

MR. KUTIK: Just so I can save myself 
some questions, is it your view, counsel for RESA, 
that you will not allow the witness to answer any 
questions relating to issues involving settlement 
talks up to the time that the Stipulation was signed? 

MR. HOWARD: This is Steve Howard. Yes, 
that is correct. 

MR. KUTIK: All right. 
Q. And on this particular question, Ms. 
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Ringenbach, just to save me some time, ifwe decide 
to bring this before the attorney-examiner, but for 
your attorney's instmction, could you answer the 
question, "Did AEP draft the first draft" with an 
answer other than "I don't know," or "I don't 
remember"? 

MR. HOWARD: This is Steve Howard. I'm 
going to object to tiiat question. 

MR. KUTIK: Again, I'm tiying to 
understand ifthe ultimate answer is "I don't know" 
or "I don't remember," there's nothing for us to 
fight about -with respect to that question. 

MR. HOWARD: Well, I'm still going to 
maintain my objection and instmct her not to answer. 

Q. Ms. Ringenbach, do you know who drafted 
the first draft of Appendix C? 

MR. HOWARD: Objection, same basis. I 
will instî ict Ms. Ringenbach not to answer. 

MR. KUTIK: You're going to object and 
instiTict her not to answer on the question Does she 
know who drafted the first draft? 

MR. CONWAY: I'll also object. 
Mr. Kutik ~ Dan Conway again ~ because inevitably 
the question seeks information about who said what to 

ARMSTRONG & OKEY, INC 

14 (Pages 53 to 56) 

Columbus, Ohio (614) 224-9481 
aa8064ce-e17e-4cfb-8eda-cafb534a654e 



Teresa Ringenbach 

1 
2 

3 

4 

5 

6 

7 -
8 

9 

10 
1 1 

12 

13 

14 

1 5 

16 

17 
18 

19 

2 0 

2 1 
22 

2 3 

24 

1 
2 

3 
4 

5 
6 
7 
8 

9 
1 0 

1 1 

1 2 
1 3 
1 4 

1 5 
1 6 
1 7 
1 8 

1 9 
2 0 
2 1 
2 2 

2 3 
2 4 

Page 57 

whom. 
MR. KUTIK: No, it doesn't. No, it 

doesn't. It just asks for the state of her 
knowledge. I haven't asked - the only question is 
does she know, not who did it. Ifs does she know. 
I can't imagine how thafs privileged or confidential 
iniffiyway. " . -.ij,.«tea56? 

MR. HOWARD: Mr. Kutik, this is Steve 
Howard. The answer to the question you posed to me. 
yes, fm going to object on the same basis, and I'm 
going to instmct her not to answer. 

Q. (By Mr. Kutik) Did RESA discuss among its 
members Appendix C? 

A. Yes. 
Q. Did RESA hold more than one meeting where 

the participating members of RESA, did they hold more 
than one meeting to discuss Appendix C? 

A. Yes. 
Q. You said earlier that Appendix C, that 

RESA made the suggestion to AEP Ohio to look at 
certain cap allotment mles to draft Appendix C, 
correct? 

A. Yes. 
Q. And those mles are from the state of 
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Michigan? 
A. Yes. 
Q. Are you familiar with the statute upon 

which those rules are based? 
A. I am. 
Q. Would it be fair to say that that statute 

has hard caps on shopping? 
A. Yes. 
Q. There is no such statute in Ohio, is 

there? 
A. No, there's not. 
Q. Now, Appendix C establishes certain 

groups ofcustomers to set a priority for the RPM 
price set-asides, correct? 

A. Yes. 
Q. One group consists ofcustomers shopping 

as of July of this year, correct? 
A. Yes. 
Q. And another group consists ofcustomers 

that first shopped as of September 7. 
A. Yes. 
Q. And can you provide for me the basis 

to - I'll back up. Customers who shopped first 
prior to July of this year have a priority over 
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customers would shopped first, I'll say, after 
July 1 and before September 7, correct? 

A. Yes. 
Q. I'msony? 
A. Yes. 
Q. Can you pro-vide for me the basis to 

-prefer customers who shopped as of July 1 over 
customers would first shopped after July but before 
September 7? 

A. It was really trying to take into account 
customers who have - the way that the allotment 
works is based on when your enrollment was sent in. 
or ifyou have the 90-day requirement it was trying 
to ~ I mean, essentially it was group 1 and group 2 
became the same after the settiement was filed. 

But it was trying to take into account 
anyone who might have sort of given their notice or 
entered into a contract before the settlement was 
filed, so if there was some sort of gold rush as of 
September 7 once this became filed with the 
Commission, anyone who was sort of already out there 
but hadn't really ~ AEP hadn't been informed of 
their intent to switch or they entered into a 
confract or given tiie 90-days notice or anything like 
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that, tiiey would be sort of reserved their RPM 
rights. 

Q. So the basis to prefer customers shopping 
as of July versus customers who were shopping as of 
September 7 was to prevent a gold msh starting on 
September 7? 

A. Yes. Well, it was not to prevent the 
gold msh. It was if there was a gold msh, to make 
sure those customers who made decisions prior to 
settlement had their RPM rates reserved. 

Q. But customers who would have their RPM 
rates reserved would be any customer that was 
shopping as of September 7, correct? 

A. And thafs why I said essentially once 
this was filed, they really became - group 1 and 
group 2 really did become hke a single group. 

Q. I want to go back to my question, which 
is, can you give me the basis to prefer customers who 
first started shopping before July 1, 2011 versus 
customers who didn't start shopping until after 
July 1 but before September 7? 

A. The basis was there were customers who 
had entered into confracts before September 7 that ; 
hadn't given notice or sent an enrollment to AEP yet 
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1 and could have been tmmped by someone who, as of 
2 reading this on September 7 when it became public, 
3 suddenly started a flood of EDI enrollments or 
4 affidavits or 90 day notices. 
5 Q. Well, again, thafs the basis to prefer 
6 customers who shop before September 7 than after 
7 .•.:^^^gf5l^r7, con-ect? s ^-«-" - - ' 
8 A. Since July 1, and the group 1 customers 
9 also have the ability to petition AEP ~ because they 

10 had been continually switching, they have the ability 
11 to sort of go above the cap if they asked AEP, where 
12 group 2, 3 and 4 and 5, ifthey increase their load, 
13 cannot go beyond the RPM cap. 
14 Q. Ms. Ringenbach, you're really not 
15 answering my question, so let me try the question 
16 again. Can you tell me the basis to prefer customers 
17 who start shopping as of July 1 over customers who 
18 started shopping after July 1 but before September 7? 
19 Is there any basis to distinguish those two? 
2 0 MR. HOWARD: I'm going to ask the 
21 question be reread one more time. 
2 2 THEWIINESS: I think I've answered it. 
2 3 I guess I'm not answering the way he wants. 
2 4 MR. KUTIK: Lefs read it. 
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1 (Record read.) 
2 A. I guess the answer is I think I've given 
3 the answer on why we did it, but if that's — is 
4 there an analysis or was there a number of customers 
5 or amount of load or whatever that was looked at for 
6 the interim period? No. 
7 Q. Again, you haven't answered what you 
8 you've told me, is there — were there reasons to 
9 prefer customers who were shopping as of the time the 

10 Stipulation has been signed, right? 
11 A. There were customers who were shopping up 
12 to the point where we started discussing an RPM cap, 
13 and then there were customers - there was an interim 
14 periodoftime, right, which is group 2, right? And 
15 then there's those customers after this - the RPM 
16 cap load became kno-wn, right? So the whole point was 
17 to make sure those customers would have made the 
18 decision up to July 1 when we started discussing RPM 
19 caps, and those customers who may not have known 
2 0 about this in the interim and might have switched but 
21 could have tmmped after the settlement. That was 
2 2 the point of the distinction also between the two 
2 3 classes. 
24 Q. So you believe that customers may have 
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1 learned about the possibility of tiiese set-asides and 
2 would have started shopping as a result? 
3 A. No. I believe tiiere were customers who 
4 might have been making decisions to s-witch to 
5 suppliers and entering into confracts before this 
6 became public who might not have kno-wn there could be 
7 a cap coming their wayj^^^^te-JBHld have been group 
8 2. 
9 Q. Why would those customers who wouldn't 

10 know anytiiing about the possibility of set-asides 
11 after July 1 be freated differently than customers 
12 who had afready been shopping as of July 1 ? 
13 A. The point was to protect them They had 
14 made a decision not knowing that there could be this 
15 cap tiiat could have kept them out. 
16 Q. Again, isn't that reason the same reason 
17 tiiat applies to both customers in group 1 and group 
18 2? 
19 A. Yes. 
2 0 Q. Okay. So tiie whole point of the 
21 questions I've been asking for the last 5 to 10 
2 2 minutes is tell me the reason to prefer customers in 
2 3 group 1, those who were shopping before July 1, 
2 4 versus customers who were shopping after July 1 but 
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1 before September 7. All the reasons you've given me 
2 so far apply to both equally. 
3 A. Right. That's why I said that was the 
4 initial reason, but ultimately when it's been 
5 implemented now, group 1 and group 2 become the same, 
6 other than group 1 can increase their load. 
7 Q. Would it be fair to say that presentiy 
8 you could provide no basis to distinguish group 1 and 
9 group 2? 

10 A. Yes. 
11 Q. Is Direct Energy aware of municipahties 
12 within AEP Ohio that have adopted municipal 
13 aggregation ordinances? 
14 A. So I just want to be clear, I'm 
15 representing RESA so I want to be careful about 
16 saying Direct Energy specifically. But, yes, in Ohio 
17 it's very public knowledge, if you know where to 
18 look, on who has passed municipal ordinances for 
19 aggregation. 
2 0 And also, because you have to become 
21 licensed as a govemmental aggregator, you can go to 
2 2 the Commissions and type in GA-GAG for gas or EL-GAG 
2 3 for electric and see who has actually gotten to the 
2 4 point they have become licensed with the Commission, 
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which means they passed the ballot issue, gone 
tiirough the plan of operation process, all ofthat. 
So you can see how far along in tiie process fliey are. 

Specifically in the AEP territory could I 
name a to-wn off tiie top of my head? No. 

Q. But your Direct Energy is aware that 
tiiere are municipalities within AEE^^^feiiiftfevre ,: -
adopted municipal aggregation ordinances? 

A. Yes. 
Q. And I think you said you couldn't. 

sitting here today, give me any names. 
A. Well, I think ~ I mean, I guess I could 

say Dublin. I think Dublin went with electric. 
There was some members of COPEC. I tiiink the City of 
Columbus got as far as an electric license for muni 
ag but never actually implemented one. 

Q. Anyotiiers? 
A. No. I mean, right off the top of my 

head, no. 
Q. Does Direct Energy have any confracts 

with any municipalities that are acting as municipal 
aggregators in AEP Ohio's territory? 

A. For electric, no. 
Q. The same question for any member of RESA, 
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to the best ofyour knowledge? 
A. I don't know. 
Q. Now, one of the things that ultimately 

happens, there's a contract between a CRES provider 
and a municipal govemment aggregator in setting up 
service under the municipal govemment aggregation 
provisions ofthe Ohio Revised Code, conect? 

A. Yes. 
Q. You're not a lawyer, but would you view 

that contract as a confract between this municipality 
and the CRES provider on behalf of customers within 
the municipality? 

A. Yes. 
Q. Are you aware of whether there are any 

municipalities in AEP Ohio's territory that intend to 
consider municipal aggregation ordinances on the 
ballot this November? 

A. Idon'tknow. 
Q. You said before that you were aware fliat 

there was publicly available information that could 
help someone frack the process of a municipality in 
becoming a municipal aggregator and ultimately having 
a CRES provider provide service, correct? 

A. Yes. 
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Q. Are you aware of steps that are required 
to go from the initial thought of a municipality 
potentially becoming a municipal aggregator to 
customers within the municipality actaally receiving 
services under the municipal aggregation contract? 

A. Yes. 
Q,-And'let's say from the time that a ballot ,: 

initiative passed, do you have an estimate as to how 
long that process might take before customers would 
actually receive service? 

A. Depending how quickly after the ballot's 
approved they do their notices, right, and then they 
have to have the public meetings, and I think those 
are at least two weeks apart, right? And then 
depending on the municipality, they might have to do 
it based on commission meeting ~ sorry, not 
commission - council meetings. So, you know, not 
all of them do those weekly. Sometimes they're 
biweekly or only once a month. Lefs assume they did 
it weekly, and they managed to get that first part 
done -within, you know, I don't know, a montii. 

And then you file to get your license 
with the Commission; thafs 30 days. And then assume 
you give your printer ~ you have to get the opt-out 
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notice to the Commission ifthey ask for it, but a 
printer usually takes about two weeks to get 
everything printed up. So you are now at about two 
and a half months. 

You get that mailed out. You have 
21 days, so now you're at three and a half months. 
And then you have to send your enrollment notices to 
the utility, but they can't be more than ~ I think 
AEP is 12 days before the meter recycle. I mean, it 
could take four to five months. 

Q. Well, let me tiy to put it this way. For 
a customer that hved in a municipality that was 
considering a municipal aggregation ordinance on the 
ballot this November, would it be fair to say that 
such a customer wouldn't be able to receive service 
under the municipal aggregation anangement until at 
least after the 1st ofthe year? 

A. I mean, to receive service, yes. 
Q. Now, you're aware that the Stipulation, i 

and particularly Appendix C, calls for the 
development of a detailed implementation plan. 

A. A detailed ~ I'm sorry. Can you point 
out to where thafs at? 

Q. I'mjust asking you generally. Do you 

V J-^eSBieSSE: 
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know whether Appendix C contemplates the development 
of a detailed unplementation plan? 

A. For the cap, yes — I'm sorry, for the 
queue, not the cap, for the queue, and how it would 
be implemented, yes. 

Q. And who is in charge of developing that 
'r-;.3v~-=plan?,: - ,.. - t-*-*-"̂ ' -̂  '--' - , ,_, 
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A. The signatory parties are developing it 
in tandem. Who is going to be the scrivener, I don't 
know. 

Q. Would you expect tiiat RESA and its 
members will be able to have some input -with respect 
to that detailed implementation plan? 

A. Yes. 
Q. Have you been told by anyone as to when a 

plan -win be available for your review? 
A. No. 
Q. Have you been told there will, in fact. 

be a plan that you -will be able to review? 
A. Yes. 
Q. Who have you been told by? 
A. I mean, we agreed to it in the 

Stipulation. 
Q. Okay. Is AEP Ohio required to change the 
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plan based upon what RESA thinks? 
A. Based uponjust what RESA thinks? No. 
Q. Or any other signatory party? 
A. I don't think any ~ it wasn't envisioned 

that any individual party would drive the process. 
Q. Okay. Lefs say ail the signatory 

parties except for AEP say that there should be 
something in the detailed implementation plan that 
isn't in there in AEP's draft. Is AEP required to do 
that? 

A. No. 
Q. Do you envision the detailed 

implementation plan will be subject to Commission 
review and approval? 

A. Staff is going to be part of the 
discussions but as far as formal filing tiie 
implementation plan and getting a Commission order 
that says yes, this is the plan, I don't think thafs 
contemplated under the Stipulation. 

Q. So as far as you know, the parties do not 
contemplate the Commission receiving the detailed 
implementation plan for approval. 

A. Yes. 
Q. Has the queue started? 
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A. I don't believe that it has. I know AEP 
has had public meetings ~ actually, they had a 
public Webex to discuss the queue, but tihe queue 
hasn't actually started, and I believe in that Webex 
they said their plan is to try to set it up as soon 
as possible to give some guidance to the market. 

Q. fHsTfe3??asgBy next question. When do-you* ' 
expect tiie queue -will begin? 

A. Based on what I heard at the Webex, I 
expect it to be pretty soon, hopefiilly ~ that is my 
own hope ~ by October. 

Q. Do you expect the queue to begin before 
the hearing in this case? 

A. If my hope is achieved, then yes, it 
would be in place before the hearing. 

Q. You received no infomiation as to whether 
that hope will be reahzed? 

A. No. 
Q. Will CRES providers be notified that the 

queue has been begun or -will begin? 
A. There's nothing in the Stipulation that 

requires it, but at their pubhc Webex, AEP said that 
they would. 

Q. Again, how will that happen? 
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A. I don't know. 
Q. Now, one way that a customer can get into 

a queue is by -virtue of a CRES provider pro-viding an 
affida-vit, correct? 

A. Yes. 
Q. And that affidavit has to indicate that 

there is a validly executed confract, correct? 
A. Yes. Wait. Hold on. Let me just 

double-check that because I might be mixing my 
Michigan mles with my AEP mles. 

Yes, the affidavit has to indicate that 
they have a contract with a CRES. 

Q. So that let's say a CRES provider has a 
handshake deal -with a customer. Is that okay to 
submit an affida-vit? 

A. No; because ifs not a validly executed 
confract. 

Q. The confract has to be in writing? 
A. Yes. 
Q. The confract has to be signed? 
A. That was the intent. 
Q. Okay. Let's say a CRES provider and a 

customer have a confract that says, "I'll take 
service from you, CRES pro-vider, only if my customer 
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gets the RPM set-aside."? Do you understand my 
hypothetical so far? 

A. Yes. 
Q. Would that be a contract that would be 

acceptable to provide as part of an affidavit? 
A. Yes. 

. Q. So a customer; etJs^gds^place in the 
queue ifthey had a confract like that? 

A. Yes. 
Q. There is also contemplated under Appendix 

C that tiiey would be creating a group called group 3, 
conect? 

A. Yes. 
Q. And group 3 customers would be customers 

that were not in group 1 who sought to expand their 
usage beyond 10 percent? 

A. Yes. 
Q. What information -will that customer be 

required to provide to get into group 3? 
A. At this point that hasn't really been 

flushed out. 
Q. Is there anything that AEP is required to 

do with respect to confirming or auditing any 
statement that would be made by a customer that seeks 

Page 74 

to be part ofthe group 3? 
A. No, there isn't anything that requires 

them to audit or do anything more to check those 
customers out. 

Q. Did you have a view as to what AEP should 
do in that regard? 

A. I'm speaking on behalf of me and not 
RESA, because I want to be very careful that I'm not 
speaking on behalf of the members there. 

I do think that if a customer wants to 
expand their usage, that they should have to go to 
AEP and basically show that that load expansion is 
happening within the RPM cap years and not just 
simply be able to hold room in the queue for 
something that they may do and not something that 
they are doing. Does that make sense? 

Q. Why do you feel that way? 
A. I don't want to see a customer hold up 

the queue and prevent another customer from actually 
being able to receive RPM pricing. 

Q. How could that happen? 
A. Well, in this situation they could 

basically say, We are expanding. Ifs going to go. 
you know, the last 5 percent of whafs left in RPM 
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plus another 10 percent beyond that, right, and then 
that last ~ but we're not going to do it until ~ 
you know, we may do it this year, but we might not 
actually do it until like 2016, right? 

In that situation you have that last 5 
percent or 15 percent, depending on the next year. 

- EJ^j-of the queue that's just sitting there imuacdg^^-^* 
because this customer may or may not do it within the 
RPM limited years. Basically, ifs a way to game the 
system. 

Q. So that unless AEP is dihgent in the 
information that it obtains from customers, customers 
might be able to become a part of group 3, correct? 

A. Yes. 
Q. And by doing so, these customers may 

preclude other customers in group 3 or customers in 
lower groups from getting a set-aside? 

A. Yes. 
MR. KUTDC: Lefs go off tiie record for a 

minute. 
(Discussion off record.) 
MR. KUTIK: Ms. Ringenbach, tiiafs all 

the questions I have today. 
MR. HOWARD: Thank you. 
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MR. KU'l'iK: Dan, I assume you have no 
questions? 

MS. MOORE: This is Christen Moore from 
Porter Wright. Dan had to step away. We have no 
questions. 

MR. KUTIK: I understand that Emma is no 
longer on the line. 

Ms. Ringenbach, you know as part ofthe 
deposition process you have the right to read the 
franscript and correct any franscription errors, and 
you have the ability to waive that right. You and 
counsel need to indicate whetiier you will read or 
waive that right. 

MR. HOWARD: I recommend, and 
Ms. Ringenbach has indicated she would like to 
reserve the right to read the franscript. 

MR. KU IIK: Very well, and we are 
concluded. 

MR. HOWARD: Thank you. 
THEWIINESS: Thank you. 
(The deposition concluded at 3:07 p.m.) 

— 
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State of Ohio : 
: SS: 

County of : 
I, Teresa Ringenbach, do hereby certify that I 

have read the foregoing transcript of my deposition 
given on Tuesday, September 27,2011; that together 
with the correction page attached hereto noting 
changes in form or substance, if any, it is true and 
rnrrfTt - . .- .-

Teresa Ringenbach 

I do hereby certify that the foregoing 
transcript ofthe deposition of Teresa Ringenbach was 
submitted to the witness for reading and signing; 
that after she had stated to the undersigned Notary 
Public that she had read and examined her deposition, 
she signed the same in my presence on the 
day of ,2011. 

Notary Public 

My commission expires 
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CERTIFICATE 
State of Ohio : 

: SS: 
County of Franklin : 

I, Rosemary F. Anderson, Notary Public in and 
for the State of Ohio, duly commissioned and 
qualified, certify that the within named Teresa 
Ringenbach was by me duly swom to testify to the 
whole tmth in the cause aforesaid; that the 
testimony was taken down by me in stenotypy in the 
presence of said witness, afterwards transcribed upon 
a computer; that the foregoing is a true and correct 
transcript of the testimony given by said witness 
taken at the time and place in the foregoing caption 
specified and completed without adjoumment. 

I certify that I am not a relative, employee, 
or attomey of any ofthe parties hereto, or of any 
attomey or counsel employed by the parties, or 
financially interested in the action. 

IN WITNESS WHEREOF, I have hereunto set my 
hand and affixed my seal of office at Columbus, Ohio, 
on this 29th day of September, 2011. 

Rosemary F. Anderson, 
Registered Professional Reporter, 
and Notary Public in and for the 
State of Ohio. 

My commission expires April 5, 2014. 

(RFA-8665) 
— 

- 'SJ*^®es-5K3-»- ,. ,,t,-- - . •:, - r '»» '-- ' 
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WHEREUPON 

called 

sworn. 

BY MR. 

Q. 

A. 

Q. 

you to 

A. 

as 

(Witness sworn.) 

DAVID FEIN, 

a witness herein, having been first duly 

was examined and testified as follows: 

EXAMINATION 

KUTIK: 

What is your name? 

David Fein. 

Mr. Fein, have you brought anything wi 

the deposition today? 

was filed 

I have copies of my prefiled testimony 

in the case, as well as a copy of the 

stipulation. 

Q. 

testimony. 

of the 

A. 

When you say that you have your prefil 

is that the direct testimony in suppo 

stipulation? 

Yes. I have a copy of that as well as 

previously submitted direct testimony from 

July 25th. 

Q. 

referring 

can we 

Throughout this deposition, I may be 

to both of those pieces of testimony. 

agree that when I refer to your direct 

testimony, I'm referring to your July 25th 

7 

th 

that 

ed 

rt 

the 

And 
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testimony; and when I refer to your stipulation 

testimony, I'm referring to your September 7 

testimony? 

A. September 13, yeah, that's fine. 

Q. Thank you. 

You are a lawyer, are you not? 

A. Yes, I am. 

Q. You first came to what I'll generally call 

Constellation in about 2003? 

A. Correct. 

Q. Do you consider yourself an expert in the 

PGM market? 

A. I wouldn't consider myself an expert, no. 

Q. Do you have some familiarity with it? 

A. I have some familiarity with it, yes. 

Q. Do you consider yourself an expert in the 

RPM process? 

A. By no means an expert, but have general 

familiarity with it. 

Q. Do you consider yourself an expert in the 

market for electricity in Ohio? 

A. If by "market for electricity," if you mean 

sort of the inner workings or policy framework for 

the Ohio marketplace, you know, I'm reasonably well 

8 
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1 versed in the Ohio -marketplace,^ yes. 

2 Q. Do you consider yourself someone who is 

3 familiar with SB 3? 

4 A. Yes. 

5 Q. And SB 221? 

6 A. Yes, I do. 

7 Q. And what we might generally call as the 

8 history of the deregulation of the electricity 

9 market in Ohio? 

10 A. Yes. 

11 Q. Do you believe that you are an expert in 

12 policies in the electric industry that promote 

13 competition? 

14 A. That's the nature of my work is advocating 

15 for policies that promote competitive electricity 

16 markets. 

17 Q. So the answer to my question would be yes? 

18 A. Yes. 

19 Q. Do you consider yourself an expert in rate 

20 analysis? 

21 A. That's getting a little bit out of my 

22 expertise. 

23 Q. Do you believe that competition is an 

24 objective that should be promoted by the PUCO? 

DAVID FEIN 
B A R K L E Y 
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1 A. Yes, I do. 

2 Q. Let me refer you to -- Before I do that, 

3 with respect to your direct testimony, to the extent 

4 ..-:, • that you made statements in^-that direct testimony, 

5 relating to appropriate policies, when you made 

6 those statements, they were correct, were they not? 

7 MR. PETRICOFF: Counsel, just a clarification, 

8 are we talking about the July 25th or the 

9 September 7th testimony? 

10 MR. KUTIK: Well, again, I thought we had 

11 agreed the way we were going to refer to the two 

12 different testimonies, we were going to call the 

13 July 25th the direct testimony and the 

14 September 13th the stipulation testimony. 

15 MR. PETRICOFF: Okay. Thank you. 

16 BY THE WITNESS: 

17 A. The answer would be yes. 

18 Q. Let me have you refer -- Let me refer you, 

19 excuse me, to Page 11 of your direct testimony. 

20 A. Okay. 

21 Q. And on Page 11 of your direct testimony, 

22 you -- and moving over to Page 12, you talk about 

23 some of the over-arcing benefits of embracing a 

24 competitive market model; is that correct? 

10 
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1 A. Yes. 

2 Q. Are the statements that you make in the 

3 question and answer that begins on Page 11, Line 1 

4 --_---'?a-«ad'-goes through ..Paĝ .•-12,---Line 5, still corre-ct-,̂ ,,.̂ ,.. 

5 today? 

6 A. Yes, they are. 

7 Q. Would it be also correct to say that it 

8 would have been your preference that AEP Ohio should 

9 have been required to procure XFO load through a 

10 competitive bidding process as soon as possible? 

11 A. Yes. 

12 Q. And would it also be fair to say that you 

13 believe that costs associated with the service that 

14 customers receive from a CRES, C R E S , provider 

15 should be bypassable for a shopping customer? 

16 A. Yes. 

17 Q. And would it be fair to say that one of 

18 the reasons you feel that way is that otherwise 

19 customers would be paying twice for the same 

20 service? 

21 A. That's correct. 

22 Q. And if customers paid twice or would have 

23 to pay twice for the same service, that would be 

24 anticompetitive? 

11 
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1 A. Correct. 

2 Q. You also believe the Commission should 

3 avoid discriminatory pricing policies? 

'^ '•4- ^ ' ' ' " A . • T h a t ' s ••.C'c**^;^:-Crt-. •̂,•.,-„-

5 Q. Is it fair to say that customers receiving 

6 the same service shouldn't be required to pay 

7 different prices for that service? 

8 A. I'm only pausing, Mr. Kutik, recognizing 

9 how many times the commission, you know, has 

10 different sort of rate design treatment for 

11 different classes of customers. So that's my only 

12 hesitation in answering your question. 

13 Q. Well, let me ask the question a different 

14 way. 

15 Would it be fair to say that similarly 

16 situated customers receiving the same service 

17 shouldn't be required to pay different prices for 

18 that service? 

19 A. That's generally correct, yep. 

20 Q. Now, at some point in your work on what 

21 I'll call the ESP case, you reviewed the testimony 

22 of Michael Schnitzer, correct? 

23 A. Correct. 

24 ^ Q. And S c h n i t z e r i s S C H N I T Z E R . 
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you suppc 

correct? 

A. 

analysis 

Q. 

correct? 

A. 

Q. 

correct? 

A. 

Q. 

errors th 

analysis. 

A. 

Q. 

And, in fact, in your direct testimony. 

rted the testimony of Mr. Schnitzer, 

That's- correct, as, it related-̂ ,,tft-jthe 

of the so-called ESP versus MRO test. 

And you supported how he valued the ESP, 

Yes, I did. 

And you supported how he valued the MRO, 

That's correct. 

You also supported his views about the 

at he claimed that Ms. Thomas made in her 

correct? 

Correct. 

Particularly how she failed to account for 

all of the costs of the proposed ESP, correct? 

A. Correct. 

Q. You supported his testimony with respect 

to how he valued Rider GRR, correct? 

A. Yes. 

Q. And you supported his testimony about how 

he valued the pool termination and modification 

rider? 
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A. Yes. 

Q. You supported how he approached valuing a 

competitive benchmark price? 

A. •¥<5-?̂ 5p(?̂ ,My--testimony genpraXly s.upported 

Mr. Schnitzer's testimony on all those matters. 

Q. Now, you, through your work, have become 

aware of the amount of shopping that's taken place 

in the AEP Ohio territory, correct? 

A. Yes. 

Q. Let me direct you to your direct testimony 

on Page 12. 

A. Okay. 

Q. And specifically the statement that begins 

on Line 22 that reads: There was virtually no 

switching to CRES providers since the adoption of 

AEP Ohio's ESP 1, paren, less than 1 percent of CSPs 

load and virtually no switching in Ohio power, close 

paren, until late in calendar year 2010. 

Did I read that correctly? 

A. Yes, you did. 

Q. And is that still a true statement? 

A. To the best of my knowledge, yes. 

Q. And then going on at the bottom of Page 12 

and onto the top of Page 13, you give certain 

14 
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statistics about shopping, correct? 

A. Yes. 

Q. And are those statistics still accurate 

for-t-hf̂ -̂peri-od- of time which yop,.-iiigi.re.. reporting 

there? 

A. They are based -- based off the 

Commission's market monitoring reports. So assuming 

that report is correct, they're correct. 

Q. Do you believe that there is an oversupply 

of generation in Ohio? 

A. Could you help me with what you mean by 

"oversupply of generation in Ohio"? 

Q. Well, let me refer you to Page 13 of your 

testimony. 

A. Okay. 

Q. And you provide some statements in the 

question and answer that begins on Line 7 about AEP 

Ohio, correct? 

A. Uh-huh. 

Q. And is that a yes? 

A. Yes. 

Q. And particularly on Line 13, you say: AEP 

Ohio itself acknowledges that it has an oversupply 

of generation in its two most recent long-term 
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1 forecast report filings. Correct? 

2 A. Correct. 

3 Q. Do you believe that in AEP Ohio, there is 

4 a n •̂ ô fSiff'̂ f̂ '̂Pply o f qenera..tioJa,?-. _. ^ 

5 A. Yes. 

6 Q. Do you believe that there is an oversupply 

7 of generation in Ohio? 

8 A. I believe that to be the case, but I 

9 haven't familiarized myself with all the forecasts 

10 for the other utilities. 

11 MR. KUTIK: Let's go off the record for a 

12 moment. 

13 (Discussion off the record.) 

14 MR. KUTIK: Let's go back on the record. 

15 BY MR. KUTIK: 

16 Q. Is it also true, Mr. Fein, the generation 

17 needs for Ohio customers is not handled on a 

18 state-by-state basis? 

19 A. That's correct. 

20 Q. Now, is it true, sir, that the stipulation 

2.1 authorizes the establishment of two riders. Rider 

22 GRR and Rider MTR, among others? 

23 A. Yes, that's correct. 

24 Q. Would it be fair to say that Rider GRR is 

16 
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1 generation related? 

2 A. Yes. 

3 Q. And it is proposed that Rider GRR would be 

4 .- • - - t ' ^ o t i - b y p a s s a b l e , correct-?.5.^E5^^--:*T>- .. -̂^̂..̂  .-.•,-. 

5 A. Yes. 

6 Q. Would it be fair to say that to the extent 

7 that AEP Ohio seeks to recover the costs from 

8 Turning Point consistent with Ohio Revised Code 

9 Section 4929.64(e), the appropriate place to recover 

10 such costs would be through bypassable Rider AER? 

11 A. If -- I would agree with you to the extent 

12 that those costs are to meet the state's renewable 

13 portfolio standards, that the costs associated with 

14 complying with the renewable requirements under that 

15 provision of the statute does talk about those costs 

16 being bypassable for customer shopping. 

17 Q. Has the Turning Point project been 

18 competitively bid as far as you know? 

19 A. I am not aware whether or not it has or 

20 not. 

21 Q. Do you know whether AEP Ohio has produced 

22 a revenue requirement for the Turning Point project? 

23 A. I do not believe that they have; or if they 

24 do, I'm unaware of it. 

17 
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1 Q. Are you aware that Mr. Schnitzer attempted 

2 to estimate the potential cost of the Turning Point 

3 project in coming up with a value for Rider GRR? 

4 • ---"̂-giŝJt,:.;.- A. I beli.e^'^c -t.|--iat -he- d i d , i n f a c t , d o ,thj3.,t.,,̂  

5 yes. 

6 Q. In fact, are you aware of anything right 

7 now that would support including any costs from the 

8 Turning Point plan in the non-bypassable rider? 

9 A. It's my — Excuse me. It's my 

10 understanding that under the stipulation, the 

11 company would have to come forward with all the 

12 various information and data to satisfy the statute 

13 before they'd be allowed to collect any costs 

14 associated in the form of the GRR tariff. 

15 Q. That's not my question. 

16 My question is whether you're aware of 

17 anything in this record right now that would support 

18 including any costs from Turning Point in a 

19 non-bypassable rider? 

20 A. Not at this point. It's my understanding 

21 it's set at zero. 

22 Q. Now, the stipulation also refers to 

23 another plant, MR6, correct? 

24 A. Yes. 

DAVID FEIN 
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1 Q. Are you aware of whether that plant is 

2 going to be competitively bid? 

3 A. I'm not aware at this time, and I don't 

"-•'"4 - -- --belif^ve — -...-. ̂ .̂yvix-̂ .̂. 

5 Q. Do you know -- I'm sorry. 

6 A. I was just going to say that I do not 

7 believe that information is in the record of this 

8 proceeding. 

9 Q. Are you aware of any need for that 

10 facility from a resource planning perspective? 

11 A. No, I'm not. 

12 Q. Are you aware of anything that would 

13 support including any costs from MR6 in any 

14 non-bypassable rider as we sit here today? 

15 A . I am not. 

16 Q. Do you believe that it would be 

17 appropriate as you understand the stipulation for 

18 AEP to attempt to recover the costs of closing M5, 

19 MR5, as part of the MR6 plant costs? 

20 A. Could you say that one more time? I'm 

21 sorry. 

22 Q. Sure. Let me back up. 

23 You're aware, are you not, that AEP Ohio 

24 has a unit of generation called MR5? 
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1 A. Yes. 

2 Q. And you're also aware that there's been 

3 some discussion about that MR5 unit or plant 

is-sfc--- c l o s i n g ? --->-- •: •• . . --.-.̂ î̂ ,..̂ . 

5 A. Yes. 

6 Q. Being retired? 

7 A. Yes. 

8 Q. And my question is: Would it be 

9 appropriate under the stipulation for AEP Ohio to 

10 seek the recovery of the costs associated with 

11 closing MR5 through the GRR as part of the MR6 plant 

12 costs? 

13 A. So in other words, when -- or I should say 

14 if the company makes the requisite filing to flow 

15 costs through the GRR, would it be appropriate to 

16 include any of the closure costs with MR5? To say 

17 it another way. 

18 Q. That's my question. 

19 A. Okay. I have not, and my testimony didn't 

20 look at that issue. And I guess that's an issue 

21 that I would foresee being raised in the context of 

22 whatever that filing might look like. But my 

23 understanding of the statute is that closure costs 

24 aren't the type of costs that are to be flown 

20 

DAVID FEIN 
BARKLEY 
C o u r l R e p o r t e r s \ 



1 through a non-bypassable type of rider pursuant to 

2 that provision of the code. 

3 Q. So your view is it would not be 

4 appropriate,̂ .J:̂ :-.i-nclude. such costs? , 

5 A. I don't believe so. 

6 Q. Is there anything in the stipulation that 

7 prevents AEP Ohio from applying for the recovery of 

8 the cost to close generation units? 

9 A. Is there anything specific in the stip that 

10 would prevent that? 

11 A. I don't -- I'm not aware of anything 

12 directly on point to that fact, other than the fact 

13 that a certain previously proposed rider that was 

14 intended to recover those type of costs was 

15 eliminated as part of the stipulation. 

15 Q. Okay. Well, for example, you're aware 

17 that AEP Ohio had filed for the recovery of costs 

18 associated with closing the Sporn, S P O R N, 5 

19 unit, correct? 

20 A. Yes, generally familiar with that. 

21 Q. And there's nothing in the stipulation 

22 that would prevent AEP Ohio from filing for the 

23 recovery of all costs of closing other units in 

24 other separate proceedings, correct? 
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A. I don't believe there is, no. 

Q. And would your answer be the same with 

respect to an attempt by AEP to recover 

undepre.c-iated' plant costs assoclat-ad.^with closed _ 

facilities — in other words, that they could, AEP 

could file separate proceedings to recover such 

costs? 

A. Yes. 

Q. You're familiar with a rider called Rider 

MTR, correct? 

A. Yes. 

Q. And would it be fair to say that Rider MTR 

is purely generation related? 

A. Yes. 

Q. And would it be fair to say that those who 

are shopping shouldn't have to pay for it? 

A. Well, I'm pausing a little bit because as I 

understand Rider MTR, it's a bit of a rate design 

change to a tariff that obviously is a credit and is 

a charge 

Q. 

A. 

Q. 

for certain classes of customers. 

Can you answer my question? 

I'm trying to remember it. 

The question was: Would it be fair to say 

that those who are shopping shouldn't have to pay 
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1 for it — that is. Rider MTR? 

2 A. Generally speaking, customers should not 

3 have to pay for generation-related charges if 

•4 they-i^i%?:'-shopping. . -.̂..-, ... ,̂ .̂  

5 Q. Is it your view that Rider MTR is revenue 

6 neutral? 

7 A. That's my understanding of it. 

8 Q. Are you aware of whether there would be 

9 . any increases, rate increases, or I should say 

10 revenue increases, as a result of any part of the 

11 implementation of Rider MTR? 

12 A. I'm not aware. 

13 Q. Would your view of the propriety of Rider 

14 MTR change if that rider was not revenue neutral? 

15 A. It may or may not. Obviously it's one item 

16 that's part of a comprehensive settlement. 

17 Q. Now, would it be fair to say that under a 

18 competitive bidding process for POLR, P O L R , load 

19 procurement, all risks are borne by a competitive 

20 wholesale supplier instead of customers? 

21 A. Correct. 

22 Q. Is it also the case that a competitive 

23 bidding process for POLR load procurement provides a 

24 proper balance for the most competitive prices while 
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1 maintaining a reasonable level of price stability? 

2 A. I agree with that. 

3 Q. Let me refer you to Page 36 of your direct 

4 •:• ̂  ^ ' t e s t i m o n y . • --. -—,ti«=-r-e-- „- . - - ^ ^ 

5 A . I ' m there. 

6 Q. And let me refer you to the paragraph that 

7 begins on Line 7 and goes through Line 23. 

8 A. Yes. 

9 Q. And at this point of your direct 

10 testimony, you're discussing the benefits of 

11 competitive bidding process procurement structure, 

12 correct? 

13 A. Correct. 

14 Q. Are the statements that you made here 

15 true? 

16 A. Yes, they are. 

17 Q. And they're still true, correct? 

18 A. Yes, they are. 

19 Q. Now, would it be fair to say that the 

20 stipulation does not require AEP Ohio to engage in a 

21 competitive bidding process for any load until the 

22 load that is to be delivered on -- starting on 

23 June 2015, correct? 

24 A. Under the stipulation, the first 
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1 competitive bid, if you will, is set to occur in the 

2 fall of 2012. That bid is for a product that, 

3 you're correct, would not be delivered until June 1, 

4 • •'^•7Hf-e.i-5. - .. - --..--. -

5 Q. So the benefits of a competitive bidding 

6 process in AEP Ohio would not be felt by 

7 non-shopping customers until June of 2015, correct? 

8 A. If by that you mean they won't be able to 

9 have power priced in such a way until then, I guess 

10 that's an accurate statement, yes. 

11 Q. Now, under the stipulation, is it fair to 

12 say that until June of 2015, shopping customers may 

13 pay one of two capacity prices? 

14 A. That's generally correct, yes. 

15 Q. And I should say in given period, correct? 

16. A. I will agree with you, yeah, that's 

17 correct. 

18 Q. And one of the prices, capacity prices 

19 would be an RPM-based price, correct? 

20 A. Correct. 

21 Q. And the other price would be what I'll 

22 just call the 255 price; fair to say? 

23 A. Yes. 

24 Q. Now, is there any difference in the 

25 

DAVID FEIN 
B A R K L E Y I 
C o u r t R e p o r t e r s \ 



1 capacity that will be priced at 255 versus the 

2 price — the capacity price at the RPM level? 

3 A. No. 

Q.- The stjpy,L,a-tion . particularly, through 

5 Appendix C, establishes a priority for customers to 

6 receive the RPM price, correct? 

7 A. Yes. That's the RPM set-aside allotment 

rules? 

9 Q. Yes. 

10 A. Correct. 

11 Q. And particularly Appendix C sets up five 

12 groups, correct? 

13 A. Yes, that's correct. 

14 MR. KUTIK: Let's go off the record for a 

15 minute. 

16 (Discussion off the record.) 

17 MR. KUTIK: Back on the record. 

18 BY MR. KUTIK: 

19 Q. Now, one group of customers that gets, I 

20 guess, the best price, folks that would be in 

21 Group 1 , would be customers that have shopped as of 

22 July of this year, correct? 

23 A. That's correct. 

24 Q. And what is the basis to prefer those 
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1 customers over other customers? 

2 A. In my view, the basis would be to allow 

3 those customers who had made decisions to take 

- service from---i--GRES—provider to essentxaj-lx-.^ot have 

5 their existing arrangements with that CRES provided 

6 interfered with, if you will, by this -- by the ESP 

7 proceeding. 

8 Q. Would you consider having a shopping 

9 customer having to pay for capacity at 255 an 

10 interference? 

11 A. Well, it potentially changes the economics, 

12 you know, of a particular contract they may have 

13 with a CRES provider with the following proviso: 

14 Obviously I'm not intimate into the details of what 

15 any o n e supplier might be handling, the issue of 

16 capacity in a retail contract. But certainly for 

17 someone who maybe fixed that amount based upon the 

18 then applicable capacity paradigm in the AEP service 

19 territory, yes. 

20 Q. Okay. What would be the basis for giving 

21 those folks priority -- that is, the customers that 

22 have been shopping since July or as of July of this 

23 year versus customers who were shopping as of 

24 September 7th of this year? 
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1 A. You know, I believe that that date was 

2 picked — Well, to be honest with you, I don't 

3 recall why specifically that date was picked as an 

• 4 appropriatf̂ -r-̂ ŵ̂ t-,: of cutoff period,, ,. if, you will, for 

5 that Group 1. 

6 Q. So you cannot, sitting here today, give me 

7 a basis for distinguishing Group 1 customers from 

8 Group 2 customers; fair to say? 

9 A. Yes, that's fair to say. 

10 Q. And the rationale that you gave me 

11 earlier -- that is, that you wouldn't want to 

12 interfere with the arrangement between the CRES 

13 provider and the customer — would be the rationale 

14 for preferring or giving priority to Group 1 and 2 

15 customers over other groups, correct? 

16 A. Correct. 

17 Q. Now, Group 3 customers are customers that 

18 are not in Group 1 or Group 2 but wish to expand, 

19 correct? 

20 A. Correct. 

21 Q. What is the basis of preferring those 

22 customers over other customers that are not in 

23 Group 1 or Group 2? 

24 A. Yeah, I'm not sure if I'm reading or if my 
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understanding of the Group 3 customer necessarily is 

exclusive of 1 and 2. 

Q. Okay. Well, is it your understanding that 

Groiip'-ir-'-customers- could also ber̂ /̂.TtOiip, 3 customers? 

A. Well, Group 1 does include sort of that 

same concept, although it doesn't have that 

10 percent figure. You know, the Group 1 customer 

is allowed to increase its usage above the cap for 

existing or expanded load. 

Q. Okay. Go ahead. 

A. So that's specifically addressed without a 

10 percent figure in Group 1. 

Group 2, though, doesn't have that same 

provision. So I view that maybe a customer who was 

in Group 2, it was designed to potentially help 

those customers expand load and potentially exceed 

the cap, you know, the idea there being, of course, 

that this would be some means to help promote 

potentially economic development from a facility 

that was expanding in Ohio. 

Q. And would you believe that that would be 

the rationale behind preferring Group 3 customers 

over Group 4 and 5 customers? 

A. Yes, I believe that was some of the 
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thinking behind it. 

Q. Okay. Well, what other thinking was 

behind it? 

,̂..,-.>,îP--,..-,-_r,jg]_2̂  l-]-̂g whole—o-oncspt of the different„̂ ..,_̂ .̂ 

groups and the priorities. This is similar, not 

identical, but similar to a process utilized in the 

state of Michigan with respect to how you manage a 

queueing process with respect to the cap that they 

have on competition. And I think some of the 

thinking behind the process was borrowed from that 

procedure. 

Q. And you're familiar with the Michigan 

rules? 

A. I am. 

Q. You're familiar with the statute on which 

those rules are based? 

A. I am. 

Q. I think as you indicated, a statute 

provides hard caps for shopping; do they not? 

A. Unfortunately they do, yes. 

Q. And there is not a similar statute in 

Ohio, correct? 

A. That's correct. 

Q. Now, is it your view that the set-asides 
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1 effectively set shopping caps? 

2 A. I don't -- I would not agree that there are 

3 effective hard caps on shopping. 

4 ... . ̂„--- '̂ Q-.' 1 didn't say-^fla^^^were effective .hard ..caps..,., 

5 on shopping. I said they were effective caps on 

6 shopping. 

7 A. I would describe it as a potential 

8 limitation on shopping just because of the economics 

9 for the capacity charged. But it's not necessarily 

10 a cap on shopping in that your capacity costs, you 

11 know, are a component of your total energy price. 

12 Q. But wouldn't you agree with me that 

13 compared to a capacity price set at the RPM level, 

14 it is less likely a customer would shop if a 

15 customer had to pay a capacity price of 255? 

16 A. It may not be depending upon the length of 

17 time that a customer is seeking to contract. 

18 Q. So you don't believe that it would be less 

19 likely that a customer would shop if they had to pay 

20 255 for capacity as opposed to the RPM process in 

21 the ESP period we're talking about? 

22 A. It may lead to a customer being less likely 

23 to shop during the period of, you know, Jan. 1 until 

24 the RPM goes into construct underneath the 
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stipulation; but it's ce 

Q. 

capacity 

-̂ --̂ '̂ '-sKŝ ^̂ p̂ '-r s a e 

A. 

MR. 

question? 

Do you believe 

prices over the 

ffect on- svhoppi^ 

Do I think? I 

KUTIK: Rachel, 

rtainly not an 

that dramatic 

RPM price will 

-g? 

'm sorry. 

could you read 

(Record read as reque 

BY THE WITNESS: 

A. 

Q. 

A. 

impact on 

You mean durint 

Generally. 

I believe that 

shopping. 

J the ESP term? 

it can have a 

absolute. 

increases in 

have an 

•:-**'•: j:Pj3n>-=--

the 

sted.) 

negative 

A. 

Q. 

A. 

impact on 

you 

Q. 

You mean during the ESP term? 

Generally. 

I believe that it can have a negative 

shopping. 

And, for example, previously in this case 

had testified about what you felt would be the 

effect of 

correct? 

A. 

testimony^ 

Q. 

a 400 percent increase in capacity costs. 

If you're referring to my prefiled direct 

, that's correct. 

In fact, you felt that such a dramatic 

increase of 4 00 percent would harm retail consumers 

and eliminate competition, correct? 

A. 

Q. 

Correct. 

Would you feel the same way about an 
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1 increase of over 200 percent? 

2 A. It's certainly a much smaller amount. And 

3 taken as a package and where at least the right 

• -direction that AF.'SŴ ffe-̂ o.-.seems to be goij},g,̂ p-iJ.r.s.uant, 

5 to the stipulation, it will allow shopping to 

6 continue and to expand over the term of the ESP 

7 period until we get to full market pricing. 

Q. I'm not sure that answers my question, so 

9 let me put it to you again. 

10 Do you feel that an increase of over 

11 200 percent in capacity prices will harm retail 

12 customers and eliminate competition? 

13 A. I do not believe it will eliminate retail 

14 competition. 

15 Q. But will it limit retail competition? 

16 A. It may limit retail competition. 

17 Q. Are you familiar with a case involving the 

18 two AEP Ohio companies that is sometimes referred to 

19 as the ETP case? 

20 A. I'm generally familiar with it. 

21 Q. And were you -- When you say you're 

22 generally familiar with it, what does that mean? 

23 A. It means that I was not directly involved 

24 in either of those cases. And my knowledge of that 
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is based upon, you know, sort of cursory review of 

prior orders and other testimony addressing those 

earlier cases that predates some of the period of 

tim.e that -1-̂  wa*- fosu-sed-on .Ohio energy*_.PiQ,1.4.cy. 

Q. Those cases took place before you came to 

Constellation, correct? 

A. They did. 

MS. BRADY: Can we go off the record for just a 

sec? 

(Discussion off the record.) 

MR. KUTIK: Okay. Back on the record. 

BY MR. KUTIK: 

Q. Are you aware that there was a — 

THE COURT REPORTER: I'm sorry. With the door 

closing, I couldn't hear the question. 

MR. KUTIK:. Let me do it again. 

BY MR. KUTIK: 

Q. Were you aware that there was a 

stipulation in those cases -- that is, the ETP 

cases? 

A. I am aware that there was a stipulation in 

those cases. 

Q. Were you aware of whether as a result of 

those cases, there was any limitations on AEP's --
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the two AEP Ohio companies recoveries of regulatory 

transition costs or generation transition costs? 

A. I believe that there was some aspect of 

•that addrf̂ ,-fl>ĉ ^̂ -3:4.-n, the..., stipulatiori.,., ...... 

Q. As a matter of fact, under Ohio law, there 

are limitations as to when or over what period those 

costs may be recovered, correct? 

A. I believe that's correct. 

Q. Let me refer you, now, back to your direct 

testimony on Page 38. 

A. Okay. 

Q. I want to direct you specifically to the 

answer that begins on Line 13. Are you there? 

A. Yes. 

Q. And my question -- and we'll go through 

each of these — is whether the stipulation provides 

for a change in any of these things. So, for 

example, does the stipulation require AEP Ohio to 

implement rate-ready and bill-ready billing? 

A. No, it does not. 

Q. Does it require AEP Ohio to implement a 

purchase of receivables program? 

A. Not specifically, no. 

Q. When you say "not specifically," what does 
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that mean? 

A. Well, it doesn't really address it one way 

or other. I guess what I describe there, they have 

a Gur-:ŝ ftt program- that's akin.. t;̂ ,̂ ,g.<.-p.yrchas.e of 

receivables program that is not addressed by this 

stipulation. 

Q. So there's no change in the purchase of 

receivables program as a result of the stipulation, 

correct? 

A. That's correct. 

Q. Does the statute — Or excuse me. Does 

the stipulation require an elimination of the 

12-month minimum stay it requirement? 

A. It does. 

Q. So is it your view that AEP Ohio cannot 

require customers to stay for a 12-month minimum 

stay? 

A. Effective June 1, correct. 

Q. Now, does the stipulation require AEP to 

provide CRES providers with a list of customers that 

is refreshed and updated in each quarter? 

A. The stipulation has them updating such a 

list on an annual basis. 

Q. So it's not updated each quarter? 

36 

DAVID FEIN 
B A R K L E Y 
C o u r t R e p o r t e r s 



1 A. Correct. 

2 Q. Does the stipulation require AEP Ohio to 

3 provide web-based electronic access to key customer 

4 us''-'»¥̂ 5̂SffH?:d:-account data that^ cap..,be accessed via a 

5 supplier website that presents data and information 

6 in a format that can be automatically scraped? 

7 A. It does not. 

8 Q. Does the stipulation require AEP to 

9 provide data access for validation, error detection, 

10 and editing data hosted via electronic data 

11 interchange post? 

12 A. It does not. 

13 Q. Does it — Does the stipulation require 

14 AEP Ohio to provide data access to 867 historical 

15 usage and historical interval usage data? 

15 A. The settlement does not. 

17 Q. Does the stipulation require AEP Ohio to 

18 provide data access regarding 867 monthly usage and 

19 interval usage data? 

20 A. The stipulation does not. 

21 Q. Does the stipulation require AEP Ohio to 

22 provide data access regarding transmission and 

23 capacity peak load contributions in 867s? 

24 A. Yes, it does. 
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Q. 

provide d 

capacity 

• - -->-«ŷ u -about 

A. 

Does the stipulation 

ata access regarding 

requ. ire AEP 

transmission 

peak load contributions --

that, didn ' t., T.̂,-̂s.-*,.. 

No, I don't think yo 

yes, though. 

Q. 

usage dat 

A. 

Q. 

Okay. So it does re 

a and interval usage 

Correct. 

And does it reguire 

u did 

quire 

data. 

Ohio 

and 

to 

I already asked 

. That 

, - ^ - . - i — 

one is a 

867 monthly 

correct? 

— that is, the 

stipulation, does it reguire AEP Ohio to provide 

transmission and capacity peak 

867s? 

A. 

format as 

Q. 

It requires it to be 

load contributions in 

provided in that 

well as on the master customer list. 

Does the stipulation require AEP 

provide data access regarding meter-

information? 

A. 

Q. 

The stipulation does 

Does the stipulation 

not. 

Ohio 

-read cycle 

require AEP Ohio 

to 

to 

provide access regarding accounts requested together 

should come back together unless there would be an 

unnecessary delay for a particular subset of 

accounts? 
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1 A. It stipulation does not. 

2 Q. Does the stipulation provide data access 

3 regarding a quarterly updated sync, S Y N C , list 

4.:-:.--*̂-̂5,i:.-55>i,cald be includeH-,,t-Q CRE.S p,roviders on a .̂  ,,, ,-..̂„.,., 

5 confidential basis showing the accounts enrolled 

6 with a CRES provider? 

7 A. The stipulation does not. 

8 Q. Let me refer you to Page 41 of your direct 

9 testimony. 

10 A. Okay. 

11 Q. And specially I want to direct you to your 

12 testimony starting at Line 15. 

13 A. Uh-huh. 

14 Q. Is that a yes? 

15 A. Yes, sorry. 

16 Q. Does the stipulation require -- Well, I'll 

17 back up. 

18 Here in your direct testimony, starting at 

19 Line 15 on Page 41 and going over to Line 16 on 

20 Page 42 — 

21 A. Yes. 

22 Q. -- you provide what you believe AEP Ohio 

23 should provide to CRES providers and others who 

24 might be interested in serving customers in AEP 
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1 Ohio, correct? 

2 A. Yeah. Here I talk about a web-based system 

3 that would include certain data and information, 

,_̂ 4 --•--that' s • correct .-„ .̂*_-vi*.-,,,,. ., ^ .., .,̂-...-, 

5 Q. Does the stipulation require AEP Ohio to 

6 do this? 

7 A. The stipulation does not require AEP Ohio 

8 to set up a web-based system to allow access to this 

9 type of information. 

10 However, it does include a large chunk of 

11 this data information on the so-called master 

12 customer list. 

13 Q. Can you tell me what information AEP is 

14 not required to provide on the master customer list 

15 that you list beginning on Line 15 of Page 41 of 

16 your direct testimony? 

17 A. I don't have an accurate list of what they 

18 currently provided, what's modified by the 

19 stipulation compared to this. I can't do that right 

20 now, no. 

21 Q. So we don't know what information is 

22 required or not required in this list; fair to say? 

23 A. I have a fair understanding of what is 

24 included. It's not all of it. 
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1 Q. And so you can't tell me what AEP is not 

2 required to provide sitting here today? 

3 A. Well, I could try. 

?-4.- - Q. .. Ohp^^ Please.-do. . ...,,. :;.,.,,,„, 

5 A. Well, those items, the item on Line 21, 

6 email addresses, I don't believe they're required to 

7 provide that on the master customer list. I don't 

8 believe they have meter types or interval meter 

9 flag. I don't believe that the rate code indicator 

10 or load profile group indicator appears currently. 

11 Q. And is it your view that those things are 

12 not required by the stipulation? 

13 A. That's correct. 

14 Q. Anything else on your list on Page 42 of 

15 your direct testimony that's not required? 

16 A. Yes. I don't believe the items that appear 

17 on Lines 11, 12, 13, 14, or 16 appear on the master 

18 customer list. 

19 Q. And they're not required by the 

20 stipulation? 

21 A. That's correct. 

22 Q. And those items are effective dates for 

23 current and pending rate class? 

24 A. Correct. 
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1 Q. Default service indicators, if on default 

2 service? 

3 A. Correct. 

4 • Q. - M-3-:';>d̂-m-um. stay dates,.^ if., .app.l 1 cable? 

5 A. Correct. 

6 Q. Identifiers whether customers have 

7 participated in budget plans? 

A. Correct. 

Q. Identify if a customer is in PRO program? 

10 A. Correct. 

11 Q. Let me direct you to Page 43 of your 

12 testimony. Here you are -- You are indicating some 

13 other information that you believe AEP Ohio should 

14 be required to provide, correct? 

15 A. Correct. 

16 Q. Does the stipulation require AEP Ohio to 

17 provide notification to the CRES provider of record 

18 before a drop occurs providing the CRES providers 

19 the ability to cure the situation? 

20 A. No, it does not. 

21 Q. Does the stipulation require AEP Ohio to 

22 provide legacy customer numbers? 

23 A. No, it does not. 

24 Q. Does the stipulation reguire AEP Ohio to 
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provide regular and electronic -- excuse me --

regular electronic mail notifications of tariff, 

supplements, modifications, or changes when filed 

with-fe-ha- Comma SS ion? . ,̂ - .-...„ ̂,., 

A. It does not. 

Q. Does the stipulation require AEP Ohio to 

engage in semi-annual or quarterly meetings or 

conference calls with CRES providers to discuss 

proposed tariff changes, business practices, or 

other information? 

A. It does not. 

Q. What was your role in the negotiation of 

the stipulation of this case? 

A. My role was to represent my company in that 

process. 

Q. Did you participate in those negotiations? 

A. I did participate in many of those 

negotiations. 

Q. Did you do any analysis, quantitative 

analysis of comparing the MRO, or an MRO versus the 

proposed ESP based upon the stipulation? 

A. I did not. 

Q. And in your participation in this case and 

other cases, you've become familiar with 
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calculations and how ana 

ESPs and 

A. 

i.p, ,^c5ja..g,g-.^_„ 

MROs, correct? 

Yes, I've seen 

whe.re that i.ssu 

the commission, yes. 

Q. 

entitled 

lysts go about comparing 

— I've been a participant 

e-.-has ..been addressed befcre , 

Now, is it your view that AEP Ohio was 

to recover a ca 

around $355 per megawatt 

A. 

entitled 

Q. 

A. 

Q. 

quantify 

discount 

in the st 

A. 

the actua 

so that's 

testimony 

process. 

Q. 

then, tha 

MRO benef 

Is it my -- Is 

pacify charge at a level 

day? 

it my opinion they're 

to a $355 per megawatt day capacity charge? 

Yes? 

No. 

Do you believe 

the benefit of 

it is an appropriate way to 

the ESP, to calculate the 

of capacity from 355 to the capacity prices 

ipulation? 

Again, I don't 

1 calculations 

not an area th 

profess to be an expert on 

of the requisite comparison; 

at I focused on either in 

or in my participation in any settlement 

Well, certainl 

t you could not 

it calculation. 

/ would it be your view. 

support as part of an ESP 

a quantification of 
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4.. 

1 benefits that was based on a discount from the 355 

2 capacity charge? 

3 A. Again, that's not an area of where I would 

~^=-offar-any-expertise. .,,. ...-̂-̂î,-.,,. ^ _ ,.._;_ .,,.... 

5 Q. All right. Well, did you review 

6 Mr. Allen's testimony in support of the stipulation? 

7 A. I don't recall if I did or not. I 

certainly did with attention to some of the issues 

9 affecting a CRES provider that Mr. Allen addressed, 

10 but I don't have the testimony in front of me. 

11 Q. Well, do you recall that Mr. Allen 

12 attempted to quantify a benefit of the ESP based 

13 upon the discounted capacity prices from 355? 

14 A. I'm generally familiar that he may have 

15 done that. 

16 Q. And would you agree with me that for that 

17 benefit to be proper, AEP would have in the first 

18 place been entitled to a charge, a capacity price of 

19 355? 

20 A. I guess when you use the word "entitled," 

21 you mean that the commission or some other 

22 regulatory agency allowed them to collect that type 

23 of capacity charge. 

24 Q. Well, that's not exactly what I meant. 
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But takin 

question? 

A. 

---̂ ^̂ î̂ rsooh a n i sm. 

one 

bit 

g that definition, could 

If there had been some a 

you answer my 

pproval 

that had-.-t,hat. Level, then I 

comparison you could make. Ag 

out o f my expertise in pricing 

comparison test. 

Q. 

price for 

well 

the 

A. 

Well, you don't view the 

capacity, do you? 

You know, it's a number 

. above current RPM rates, but 

nature of the process and the 

to set a 

of these 

355 

Q. 

price 

A. 

Q. 

calculate 

that 

355 

as a 

state compensation mechan 

--

That wasn't my question. 

My question is: Did you 

a proper capacity price? 

No, we did not. 

And would it be fair to 

ain. 

and 

355 

that 

we a 

gues 

it' 

the 

as 

is, 

Iso 

commissi 

ism 

bel 

say 

a discount from a 355 price 

benefit, one would have 

was proper in the first place? 

A. 

Q. 

I see your point. 

Do you agree with it? 
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A. 

Q. 

Appendix 

- -- - A. 

Q. 

A. 

received 

Q. 

A. 

Q. 

MR. 

objection 

goes into 

answer, i 

I agree with it. 

When did you first receive a draft of 

C? 

Is that<?=̂ .fea-̂ RPM set-aside, ai..l.otment. .rules? . 

Yes. 

I do not recall the first date that I 

that. 

Was it a month before September 7th? 

No, I don't believe so. 

Was it a week before September 7th? 

PETRICOFF: I'm going to interpose an 

L to the line of questioning here. This 

how the negotiations were conducted. 

However, having said that, David, you can 

f you can. 

BY THE WITNESS: 

A. 

receive i 

Q. 

A. 

filing? 

Q. 

A. 

it was wi 

I think your last guestion was did you 

t a week before? 

Within a week, yes. 

Within a week prior to the September 7th 

September 7th. 

I would say to the best of my recollection. 

thin a week to two weeks. 
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1 Q. And did you provide any comments on the 

2 draft you received? 

3 MR. PETRICOFF: Okay. This time I am going to 

^^A^ -L -object. .- T hsci-- g o-es- -into the p a r t i c i pjj: ip.on .̂ i n the 

5 negotiation, and I think that's beyond the line. 

6 MR. CONWAY: I object also. This is Dan 

7 Conway. 

8 MR. KUTIK: Are you instructing him not to 

9 answer, Howard? 

10 MR. PETRICOFF: On what his participation was, 

11 that's correct. 

12 MR. KUTIK: My question again was whether he 

13 provided any comments on that. And you are 

14 instructing him not to answer that question? 

15 MR. PETRICOFF: That's right because that goes 

16 to what the settlement process -- his participation 

17 in the settlement process. 

18 MR. KUTIK: And why is that a basis to instruct 

19 him not to answer? 

20 MR. PETRICOFF: Because the settlement process 

21 is privileged. 

22 MR. KUTIK: And what is your basis for saying 

23 that the settlement process is privileged. 

24 MR. PETRICOFF: I'm just giving you my basis. 

48 

DAVID FEIN 
B A R K L E Y i 
Co u r f R e p o r t e r s I 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

We can call the hearing examiner, if you want, to 

overrule it. 

MR. KUTIK: Well, do you have any basis that 

you can p;̂ 5-j%i4e., me t.oday that .t.he, settlement process 

is privileged? 

MR. PETRICOFF: I can give you proper citations 

later. But in Commission practice, settlement 

negotiations have always been protected and 

privilege 

MR. 

;d. 

CONWAY: And would reiterate or support 

that view. That was the context in which settlement 

discussions were conducted in this proceeding. 

MR. 

free and 

PETRICOFF: Otherwise you couldn't have 

open settlement in what would be a disputed 

or partial stipulation. 

MR. 

position. 

KUTIK: And let me put on the record my 

and that is that although I understand 

that settlement discussions may or may not be 

admissibl 

Evidence, 

is not a 

settlemen 

there are 

e under Rule 408 of the Ohio Rules of 

that is not a basis, their inadmissibility 

basis to preclude examination on a 

t process in a deposition. 

Since you may be referring to a privilege. 

privileges that exist like attorney-client 
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privilege or like a joint defense privilege. You 

have not indicated that this is attorney-client 

privilege. Rather you've indicated it's a 

sGi-tl-^ment- p-rivi-lege . ,-.̂-:;.--,-« . __ • .. „ .,̂_. 

Further, with respect to the joint defense 

privilege, there cannot be a joint defense privilege 

because to have a joint defense privilege, there 

would have to be a common interest. And no common 

interest existed between Constellation or any other 

party that was part of the stipulation, particularly 

parties like AEP Ohio because those parties were 

adverse up until the time the stipulation was 

reached, so there can be no privilege reached on 

that. That's my position. 

MR. PETRICOFF: If you wish, we can continue 

on. If you wish to call the hearing examiner for 

ruling, that's fine with me too. 

MR. KUTIK: Well, we will probably pursue it at 

some other time. But at this point in time, you do 

not -- you are still going to instruct him not to 

answer? 

MR. PETRICOFF: That's correct. 

BY MR. KUTIK: 

Q. And, Mr. Fein, just so that we can make 
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1 sure we're not fighting about nothing, but for your 

2 counsel's instruction, could you answer the question 

3 with an answer other than I don't know or I don't 

4 reiR^^wteer-? ., .--,.-. . rf_ -

5 A. Yes. 

6 Q. Now, as part of your review of Appendix C, 

7 did you do any analysis with respect to how the 

8 proposed level of set-asides -- that is, the 

9 percentages -- compared to current levels of 

10 shopping? 

11 A. I looked at the current shopping data 

12 during the process. 

13 Q. So is the answer to my question yes? 

14 A. Well, you used the word "analysis." So I 

15 don't know if you'd call that an analysis but 

16 certainly was aware of the current — some of the 

17 current shopping data that's available. 

18 Q. Did you compare the percentage set asides 

19 with the level of shopping from the data that you 

20 had seen? 

21 A. Yes. 

22 Q. Did you come to any conclusion as to 

23 whether any class of customers was near or above the 

24 proposed level of set-asides? 
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1 A. Had some ideas. But due to the nature of 

2 the type of data that's provided on switching, the 

3 only data you really had were, you know, were actual 

4 - -.-shopping numbers. •, ̂ f^s^- ,̂̂ .... 

5 Q. When you said you had an idea, what does 

6 that mean? 

7 A. Well, the way in which the data is provided 

8 isn't a perfect match for the groups, if you will, 

9 in Appendix C. And then you have the whole question 

10 of the group of customers that would be in the 

11 so-called 90-day notice bucket. 

12 So it was an imprecise comparison or an 

13 imprecise set of data to make certain assumptions or 

14 comparisons. 

15 Q. Well, the data you looked at, did that 

16 include the data that was on the PCO website? 

17 A. Yes. 

18 Q. And would that be data that reflected 

19 shopping as of June 30th of this year? 

20 A. That's correct. 

21 Q. Would it be fair to say that you also had 

22 some internal Constellation data? 

23 A. No. That wouldn't be correct. 

24 Q. Okay. So all the data you had was 
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1 publicly available? 

2 A. All the data we had was either 

3 data publicly available or data that may have.been 

.,̂.=-7?-...=̂.-,.provided through .the discovery process. ^̂.ĵ,. .,. 

5 Q. Okay. So did you come to any conclusions 

6 about the level of shopping compared to the 

7 set-aside percentages? 

8 A. Came to some conclusions that it was more 

9 likely that you'd see the commercial class fill up 

10 quickly, if not already filled up. 

11 Q. Any other conclusions? 

12 A. That — When I say "filled up," I should 

13 say for the 2012 period. 

14 Q. And when you say "filled up," basically 

15 that the allotment for that customer class would be 

16 filled? 

17 A. That's right. The RPM set-aside allotment 

18 would have been filled for calendar, year 2012. 

19 Q. Did you come to any other conclusions? 

20 A. No. 

21 Q. Did you come to any conclusions about the 

22 industrial class? 

23 A. Only conclusions there was that there 

24 appeared to be -- there appeared to be a 
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sufficient -- you know, that class based on the 

information at that time was not fully subscribed 

the allotment level for that class. 

r- - - - Q. And hci_v-,̂i-d-,--'--he relative percentage of 

to 

allotments for industrials compared to the relative 

percentage of allotments for residentials? 

A. There was much greater, on a percentage 

basis, space under the allotment for the residential 

class than the industrial class. 

Q. So the industrials were closer to being 

filled than the residentials? 

A. Correct. At least that was my 

recollection. 

Q. Now, outside of the settlement 

discussions, are you aware of any statements made by ' 

AEP regarding the likelihood of whether any customer 

class would be oversubscribed or nearly subscribed? 

MR. PETRICOFF: Rachel, could I have that 

question read back? 

(Record read as requested.) 

BY MR. KUTIK: 

Q. I used the word "settlement." I 

apologize. It should be, are you aware of AEP 

making any statement, again outside the settlement 
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1 process, that certain customer classes were 

2 oversubscribed or nearly subscribed. 

3 A. You mean like public statements? 

5 A. No, I'm not. 

6 Q. Did you attend or listen to the webinar 

7 that AEP conducted with Appendix C? 

8 A. Unfortunately I was unable to participate 

9 in that webinar. 

10 Q. So you didn't see it live, and you haven't 

11 seen it since? 

12 A. No. I registered for it, but unfortunately 

13 other matters prevented me from watching it live or 

14 on tape. 

15 Q. Have you seen' any data since the signing 

16 , of the stipulation that would confirm or rebut the 

17 conclusions that you just told me about in terms of 

18 the commercial class being oversubscribed and the 

19 industrial class being closer to being subscribed 

20 than the residential class? 

21 A. Yes. On this past Friday, I believe a 

22 notification went out from AEP Ohio to CRES 

23 providers registered on their system providing an 

24 update on where the allotments stand based upon the 
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1 RPM, basically based upon Appendix C. 

2 Q. And did that cause you to change your 

3 conclusions at all? 

4 A. ,«Jii,-̂ ôQ.nfirmed my cqnclus.ion. regarding the 

5 commercial class. And then the notifications as of 

6 September 23rd, which was Friday, was to advise 

7 parties that the industrial class RPM set-aside had 

8 been fully subscribed. 

9 Q. So it appeared that based upon the data 

10 that AEP Ohio had regarding shopping, that the 

11 commercial and industrial class set-asides would 

12 already be taken? 

13 A. It appears as of the September 23rd 

14 notification that CRES providers received, that 

15 those two classes are now fully subscribed as it 

16 relates to the RPM price capacity. 

17 Q. And would it be fair to say that the data 

18 that AEP Ohio has reflects those customers who would 

19 be in Group 1 or Group 2? 

20 A. Yes. 

21 MR. KUTIK: Okay. Let's go off the record. 

22 (A short break was had.) 

23 MR. KUTIK: Let's go back on the record. 

24 BY MR. KUTIK: 
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1 Q. Does Constellation keep track of which 

2 municipalities in Ohio have municipal aggregation 

3 ordinances? 

4 - - -As I- knov7 we follov; that--:is sue. I don't -- ,_ 

5 When you say "track," I'm not sure how mechanical 

6 that is. But we try to stay abreast of those 

7 matters, yes. 

8 Q. Well, would it be fair to say that you 

9 could not tell me what municipalities within AEP 

10 Ohio have currently passed municipal aggregation 

11 ordinances? 

12 A. I could not tell you that, no. 

13 Q. Could you tell me any? 

14 A. No, not off the top of my head. 

15 Q. Does Constellation have — And by 

16 "Constellation" I mean all, any of the companies 

17 that you are involved with -- have any contracts 

18 with any municipality in AEP Ohio pursuant to a 

19 government aggregation contract or ordinance? 

20 A. If we do, I am not aware of any contracts 

21 that we have with any municipalities within the AEP 

22 footprint for electric municipal aggregation. 

23 Q. Have you reviewed such contracts that 

24 municipalities might have with other CRES providers? 
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1 A. I don't believe I have. 

2 Q. Would you view a contract between a CRES 

3 provider and a municipality for government 

4 a-«jî »̂=̂ 4=fe-t-ion to be a copt.raot between those two 

5 parties on behalf of customers within that 

6 municipality? 

7 MR. PETRICOFF: I'm going to object. 

8 You can answer, if you can, David. 

9 BY THE WITNESS: 

10 A. The question was, would I view a contract 

11 between a CRES provider and municipality -- I'm 

12 sorry. I lost the question. 

13 Q. Sure. 

14 MR. KUTIK: Rachel, could you read it, please? 

15 (Record read 3.S requested.) 

16 BY THE WITNESS: 

17 A. I would agree that's sort of the nature of 

18 those types of arrangements, yes. 

19 Q. Are you aware of any municipalities within 

20 AEP Ohio that have municipal aggregation ordinances 

21 up for consideration on the ballot this November? 

22 A. I do not. 

23 Q. Are you aware of whether there are any 

24 such ordinances within AEP Ohio up for 
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1 consideration? 

2 A. I am not aware if there are any. 

3 Q. Are you aware of the process entailed once 

—^-^the-'-eiection results ---.*vfes?4i.in once the el.ect.l,pD .-, 

5 occurs? 

6 A. I am generally familiar with sort of the 

7 steps that then take place after a referendum is 

considered and I guess a referendum is approved, I 

9 should say. 

10 Q. And are you generally familiar with the 

11 time that those steps take? 

12 A. Generally. 

13 Q. Would it be fair to say that for any 

14 municipality that had a municipal aggregation 

15 ordinance on its ballot, that it would be likely 

16 that any customers that might be signed up through 

17 that process, assuming that the ballot or referendum 

18 passes, could not be a group in Appendix C other 

19 than Group 5? 

20 A. I'm hesitating only because I'm trying to 

21 figure out whether they could fall into Group 4. If 

22 there would have been a way -- No, probably not. So 

23 more likely than not, they'd be a Group 5 customer. 

24 Q. Now, you're aware that one of the things 

59 

DAVID FEIN 
BARKLEYI 
Co u r t R e p o r t e r s 



1 

2 

3 

- A : 

'̂  x~ 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

that is called for under the stipulation with 

respect to the RPM set-asides is the development of 

a detailed implementation plan, correct? 

A. With. ro«-p«ct'to municipal aggreg3yj:.ir.Qn? , 

Q. No. With respect to the RPM set-asides. 

A. Oh, I'm sorry. Yes, that would be 

Appendix C. 

Q. And what is the process for the 

development of that plan? 

A. Well, the process for development of the 

allocation, the set-aside plan?-

Q. Well, you understood that there was going 

to be developed a detailed implementation plan. 

correct? 

A. 

essentia 

about in 

company. 

Q. 

process 

know? 

A. 

know, a 

regardin 

Yes. And the product of that is 

lly Appendix C and everything that's talked 

Appendix C that's to be developed by the 

And my question to you is: What is the 

for the development of that plan, do you 

Well, as far as the process, I think, you 

lot of the process is outlined in Appendix C 

g the allotment system and process and 
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1 notifications and so forth as well as the 

2 development of a so-called cap tracking system 

3 that's to appear on the company's website and the 

""• information, tfeft̂ T̂era-epi-f ic information-that ,'..=:_,to be 

5 contained there. 

6 Q. Well, you just told me about certain 

7 things that are going to be in the detailed 

implementation plan, and that wasn't my guestion. 

9 My question really is more about the 

10 process for developing the plan. What is the 

11 process for developing the plan? 

12 A. I think you've seen — I guess that's what 

13 I was trying to answer was you've seen most of that 

14 already with respect to what is contained in 

15 Appendix C as well as the other information that is 

16 to be developed and presented on the company's 

17 website. 

18 Q. So there is still some -- There are still 

19 some things that are going to be developed to be 

20 part of this plan, correct? 

21 A. Presumably, yes. 

22 Q. And those things are going to be developed 

23 by the company, correct? 

24 A. Correct. 
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1 Q. Do you expect that you will have some 

2 input with respect to these other things that are 

3 going to be developed to be part of the plan? 

^4'- A.. ' - :::r .-woul-cr-hope that they woi-,3J-dj?,.«̂e..ek some 

5 input from the CRES providers. 

6 Q. Are they -- Go ahead. 

7 A. Who would be, you know, affected by this 

8 process. 

9 Q. Is AEP Ohio reguired to do that? 

10 A. I don't know if those specific words appear 

11 in the stipulation, but I'd like to think that they 

12 would work with the CRES providers on that based 

13 upon the nature of the stipulation. 

14 Q. So your answer is they may not be 

15 required, but they should do it? 

16 A. Yes. 

17 Q. Does the stipulation require AEP Ohio to 

18 have the plan reviewed by the Commission? 

19 A. No. 

20 Q. Should AEP Ohio do that — that is, seek 

21 Commission approval? 

22 A. I don't know that it's necessary for formal 

23 Commission approval, but would certainly welcome the 

24 participation of the Commission staff and any 
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1 ongoing development or implementation of this 

2 process. 

3 Q. Now, there is a queue that is developed 

4 under Apf-i*>'̂ «H«!--&, correct? . .- - . . ...... 

5 A. Correct. 

6 Q. When does the queue begin? 

7 A. The queue, I guess, essentially begins, if 

8 you will, as the allotment is filled. 

9 Q. So has the queue already begun? 

10 A. Yes. 

11 Q. Now, one of the things you mentioned that 

12 was going to be developed as part of the detailed 

13 implementation plan was a cap tracker mechanism, 

14 correct? 

15 A. Correct. 

16 Q. What does that mean? 

17 A. It means a system that would be publicly 

18 available on their website that would provide a 

19 running or ongoing status update regarding the 

20 allotment, the cap number that it would show a 

21 variety of information that appears on Page -- the 

22 last page of Appendix C. 

23 Q. And do you have any notion as to when that 

24 cap tracker mechanism will be available? 
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1 A. I don't. I do believe that a form of it 

2 appeared on their website on Friday. I personally 

3 did not go to the website and view it myself but was 

' 4 ad-v/l'oed of•• that from one of Q4̂ r,-..qn.erational . _. ^̂_,_̂  

5 personnel. 

6 Q. That was, for lack of a better term, a 

7 beta version? 

8 A. I think so, yes. 

9 Q. And was it made available for comment, or 

10 why was it made available? 

11 A. I do not believe that it was made available 

12 for comment. I believe — Well, I don't know. I'm 

13 assuming that since a notification was sent out in 

14 an email format to register CRES providers, that the 

15 company may have determined they should update the 

16 website as well with the same information. 

17 Q. So this was just for informational 

18 purposes as to what the cap tracker would look like? 

19 A. When you say this ... 

20 Q. What was made available on the website you 

21 just mentioned? 

22 A. Oh, like I said, I did not go view it 

23 myself, so I'm not entirely certain. It's my 

24 understanding that it included the information that 
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1 I mentioned previously about the current status of 

2 enrollments and allotments for the various customer 

3 classes. 

4 •,.„,*̂^̂*-̂,r,,.,-..̂. Beyond that.,- J--...Q-aB.nc>t tell you what is^„.,^^^ 

5 there on their website. 

6 Q. So at this point in time, you don't know 

7 whether AEP Ohio has developed a web-based cap 

8 tracker mechanism that it intends to use as part of 

9 the implementation of the specification? 

10 A. I don't know specifically. I am guessing, 

11 and I'll take your word for it, that maybe what 

12 appeared was a beta version, maybe it was the final 

13 version -- I just don't know -- that had this 

14 information that was made available on Friday on the 

15 website. 

16 Q. Do you have any information as to when the 

17 cap tracker mechanism that will be available on the 

18 web will be up and running? 

19 A. I do not possess that information. 

20 Q. Do you have any information as to whether 

21 AEP intends to keep track of the cap, so to speak, 

22 before they put the cap tracker information up on 

23 the web? 

24 A. I'm sorry. Can you say that one more time. 

65 

DAVID FEIN 
BARKLEY! 
C o u r t R e p o r t e r 



1 

2 

3 

-4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

MR. 

please? 

'——BY-T-HE WI 

A. 

Q. 

reguires 

the queue 

A. 

Q. 

of severa 

KUTIK: Sure Rachel 

(Record read 

TNESS: 

I don't. 

Now, one of 

-'^^-s*^'-*-- - • 

the thine 

could you read it. 

as requested.) 

. - • • — . „ . -• '• • . - -1 - -

fs that the Appendix 

for a customer potentially to be put into 

is an affidavit, correct? 

Correct. 

And just to be clear. 

1 things that could ge 

queue, correct? 

A. 

Q. 

handshake 

Correct. 

Now, with respect to 

. 

C 

the affidavit is one 

t a customer in the 

an affidavit, would 

deal be sufficient for a CRES provider tc 

supply customer information via 

A. Pursuant to 

here is that the CRES 

affidavit to AEP Ohio 

Appendix 

provider 

regarding 

an affidavit? 

C, what's mentioned 

is submitting an 

the existence of a 

a 

validly executed contract. 

Q. So is the answer to my question yes or no? 

A. As you say, a handshake deal? 

Q. Yes. 

A. If that's considered a validly executed 
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1 contract, I guess so. 

2 Q. Would you? 

3 A. Yeah, I haven't taken contracts law in a 

-,*'*-̂.;'w-uile . ̂  Rut yeah,--.I-don'-t know if that' s- Qfî ug,lcleJ".ed 

5 a validly executed contract. Obviously it's not a 

6 defined term in the Appendix C, of course. 

7 Q. So you don't have a view as to whether a 

handshake deal would be sufficient to be included in 

9 an affidavit that would be submitted under 

10 Appendix C? 

11 A. I guess a couple points there, if I could. 

12 At least as of when I left the office at 7:30 this 

13 morning, I had not seen an approved form of 

14 affidavit that the company is accepting, so I don't 

15 know if there is a template for that and whether 

16 there are any words in that affidavit that maybe 

17 address your point. 

18 Two, you know, I believe in practice on how 

19 a similar mechanism has worked is that in order to 

20 submit that affidavit, there should be a fully 

21 executed contract, meaning signatures on a contract 

22 as opposed to a handshake. 

23 Q. So if AEP asked you whether a handshake 

24 deal is good enough to be included in the affidavit. 
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1 would your answer be no? 

2 A. I think Constellation's view would be no. 

3 Q. Now, you said in answering two answers ago 

4 ""• that there were---'f-asfite-r situ.ations... ths-t-would 

5 require, I think you said, a written contract, 

6 correct? 

7 A. Yeah. The concept behind the affidavit --

8 the affidavit concept was something that if you're 

9 familiar with this, I'm sure your client is, that 

10 Duke Energy Ohio has used for a number of years 

11 regarding shopping customers signing an affidavit in 

12 order to have certain charges made bypassable if 

13 they agree when they return to the company that they 

14 could come to some market-based rate as opposed to 

15 the SSO. 

16 So that was sort of the concept that at 

17 least was in mind, I think, as that was drafted. 

18 But, again, like I indicated earlier, I have not 

19 seen the evidence to date to see what words might be 

20 in there to really address this issue. 

21 Q. So when you were referring before to 

22 similar situations, you were referring to affidavits 

23 that Duke requires in Ohio? 

24 A. Yes. I believe that was a product of --
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Well, it 

updated. 

before th 

Q--

affidavit 

a contrac 

certainly was their last ESP. It was 

and I think it had been in existence well 

at ESP. 

-̂-"Set me-ask you- another -cfi>̂ :â .4.fin.-,about 

s . 

Assume that the CRES provider enters into 

t with a customer that is contingent upon 

the customer actually getting the RPM price, would 

that cont 

affidavit 

A. 

Q. 

90-day no 

this year 

A. 

Q. 

November, 

ract be sufficient to submit through an 

7 

I would think so. 

Now, in terms of the 90-day notice, the 

tice is still required through the end of 

, correct? 

Correct. 

If a customer provided a 90-day notice in 

do they have to wait until February to get 

in the gueue. 

A. I don't think so, but it's a practical 

guestion. 

Q. So your view would be that they could get 

in the gueue as early as January 1st even though 

they did not give the full 90-day notice? 

A. Right. I would agree with that. 
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Q. We talked before about Group 3 customers, 

correct? 

A. Yes, uh-huh. 

Q .•"•̂'-̂ ^̂ f?3'"--6roup 3 customer-'r-- are-voustomers that 

wish to expand their load, correct? 

A. Yes. 

Q. What information will a Group 3 customer 

or a potential Group 3 customer have to provide? 

A. That I don't know. 

Q. Do you know whether -- or would it be 

Constellation's view that any information that was 

provided by a Group 3 customer should be confirmed 

or validated? 

A. Yes, I think that would be prudent. 

Q. If there is a shopping customer who has 

been shopping prior to July of this year and in 

January of next year that customer moves, does that 

customer retain its allotment? 

A. Yes. Yes, they do. 

Q. The stipulation does provide that AEP is 

to form certain advisory groups, correct? 

A. Yes, I believe so. 

Q. Is AEP required under the stipulation to 

follow the recommendation of any of those groups? 

• • * ^ ; « ( G * : » ' > ^ 
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A. I don't recall offhand. 

Q. Now, one of the things that the 

stipulation deals with is corporate separation, 

correct?""" " • •'~~,if^:a:f:':_^ , .. , .-̂ ^ ., 

A. Yes, it does. 

Q. And that AEP Ohio is required to separate 

its generation operations except perhaps for Turning 

Point 2 and MR6, correct? 

A. Correct. 

Q. Other than that detail, has AEP provided, 

as far as you know, any other details as to how that 

process will work? 

A. You know, other than what appears in 

Appendix B, as far as certain time lines, no. 

Q. Is it your view that -- Well, I'll back 

up. 

Is it your understanding that one of the 

things that AEP Ohio will have to do is set up an 

entity to own and to operate its generation? 

A. The generation that they're separating. 

Q. So the answer is yes, the generation that 

they're separating? 

A. That's my understanding of what they plan 

to do, yes. 
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1 Q. And so let's call that, that new entity, 

2 the genco, right? 

3 A. Uh-huh. 

4 -'̂ :̂̂ -:̂ :î 'Q-̂ - Does that gsnoMj/ is that - genco requir'=̂ ;?r̂ vtO: 

5 offer all of the generation that it owns and 

6 operates into the RPM auction? 

7 A. That's my understanding. 

8 Q. Let me have you refer now to your 

9 stipulation testimony. 

10 A. Okay. 

11 Q. And particularly Page 8. 

12 A. Okay. 

13 Q. I'm.sorry. I meant your direct testimony. 

14 A. Also Page 8? 

15 Q. Yes. 

16 A. Okay. All right. 

17 Q. I'm sorry. I had the wrong page, though. 

18 Let me have you turn back to your stipulation 

19 testimony. I was wrong. 

20 A. Okay. 

21 Q. The first word on Page 8 is penalties, 

22 correct? 

23 A. Yes. 

24 Q. And there in your stipulation testimony. 
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you're discussing penalties if certain milestones 

are not met, correct? 

A. Correct. 

""'"Q. -These are m-î tessfeD-Ros relating to pĉ n&por.̂ te 

separation, correct? 

A. Yes. As well as the -- I was going to say 

as well as the pool dissolution amendment. 

Q. What penalties exist under the stipulation 

if those are not met? 

A. There are -- There are penalties in the 

form of what any of the signatory parties can do 

before the Commission. There are provisions 

regarding acceleration of auctions. Those all 

appear in the stipulation. 

Q. Okay. Well, you said that there are 

penalties with respect to what certain parties can 

do before the Commission. What do you mean by that? 

A. Well, the parties are provided with the 

ability to file a pleading with the Commission. And 

actually the Commission has the ability to open a 

proceeding to determine whether the company has, you 

know, unduly delayed progress in these proceedings. 

Q. And does the stipulation provide what's to 

happen if the companies are found to have unduly 
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delayed the process? 

A. The Commission would have, I believe, 

pretty broad discretion to take action against AEP 

Q. Is there anything specifically set out in 

the stipulation as to what penalty AEP would have to 

bear if the Coxranission found that AEP had had unduly 

delayed the process? 

A. There is not a specific remedy there, no. 

Q. Another thing you said was that one of the 

penalties with respect to corporate separation would 

be an acceleration of auctions, correct? 

A. Yes. 

Q. What did you mean by that? 

A. That the -- That there would be some 

ability to potentially change the dates for those 

auctions if these items are not completed. 

Q. Would the date for the delivery of power 

under those auctions change? 

A. I don't believe so. 

Q. Now, is it correct that at least based 

upon your understanding, Ohio law requires AEP to 

separate its generation, generating operations, 

generation operations from its transition and 
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1 distribution operations, correct? 

2 A. That's correct. 

3 Q. And is there anything in the stipulation 

4" "• that provides -:'̂ <'*ts«s-d:ditiona.I .requ.ire.ment for-AEP.. in. 

5 terms of corporate separation other than it's 

6 already required to do under Ohio law? 

7 A. Not specifically, no. 

8 MR. KUTIK: Let's go off the record. 

9 (Brief pause.) 

10 MR. KUTIK: Let's go back on the record. 

11 BY MR. KUTIK: 

12 Q. Mr. Fein, now referring again to your 

13 stipulation testimony, are you aware of any 

14 additions or corrections that you wish to make to 

15 that testimony? 

16 A. No, I'm not. 

17 MR. KUTIK: That is all the questions I have. 

18 Does anyone else on the phone have any 

19 questions? Hearing none, as you know, Mr. Fein, as 

20 part of the deposition process, you have the right 

21 to review the deposition transcript and request any 

22 transcription errors. You also have the ability to 

23 waive the right. 

24 Can you indicate or your counsel can 
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1 indicate on the record whether you wish to read the 

2 transcript or whether you wish to waive that right? 

3 MR. PETRICOFF: We wish to — Excuse me. We 

:;«««s«̂ -4 . - vvTish to -i:ew±- arfd'-revrew.- -;.?«-««->---,. 

5 MR. KUTIK: Thank you. And so we are 

6 concluded. 

7 (Witness excused.) 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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BEFORE THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the 
Application of Ohio Power 
Company.--.af'£%-'Cslum.bus Southern 
Power Company for Authority 
to Merge and Related 
Approvals, et al. 

) Case No. 
.)-, 10--2 37 6~EL-UNC, 
) et al. ..̂ ms&e-. 
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I, DAVID FEIN, state that I have read the 

foregoing transcript of the testimony given by me at 

my deposition on the 29th day of September, A.D., 

2011, and that said transcript constitutes a true 

and correct record of the testimony given by me at 

the said deposition except as I have so indicated on 

the errata sheets provided herein. 

DAVID FEIN 

SUBSCRIBED AND SWORN to 
before me this day 
of , 2011. 

NOTARY PUBLIC 
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STATE OF ILLINOIS ) 
) SS: 

COUNTY OF C O O K ) 

-: "'•---» Îv RACHEL F. GARD,..̂ SĴ ,̂ ^̂ n̂LR, , a 
Certified Shorthand Reporter within and for 
the State of Illinois, do hereby certify: 

That previous to the commencement 
of the examination of the witness, the 
witness was duly sworn to testify the whole 
truth concerning the matters herein; 

That the foregoing deposition was 
reported stenographically by me, was 
thereafter reduced to a printed transcript 
by me, and constitutes a true record of the 
testimony given and the proceedings had; 

That the said deposition was taken 
before me at the time and place specified; 

That the reading and signing by 
the witness of the deposition transcript 
was agreed upon as stated herein; 

That I am not a relative or 
employee or attorney or counsel, nor a 
relative or employee of such attorney or 
counsel for any of the parties hereto, nor 
interested directly or indirectly in the 
outcome of this action. 
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