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RESUME OF LANE KOLLEN, VICE PRESIDENT 

University of Toledo, BBA 
Accounting 

University of Toledo, MBA 

Certified Public Accountant (CPA) 

Certified Management Accountant ( c m )  

American Institute of Certified Public Accountants 

Georgia Society of Certified Public Accountants 

Institute of Management Accountants 

More than twenty-five years of utility industry experience in the financial, rate, tax, and planning areas. 
Specialization in revenue requirements analyses, taxes, cvalualion of rate and financial impacts of traditional 
and nontraditional ratemaking, utility mergerdacquisition diversification. Expertise in proprietary and 
nonproprietary software systems used hy utilities for budgeting, rate case support and strategic and financial 
planning. 

! 
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Exhibit -(LK-1) 
Page 2 of 26 

RESUME OF LANE KOLLEN, VICE PRESIDENT 

ExFmmxE 

v: Vice President and Principal. Responsible for utility 
stranded cost analysis, revenue requirements analysis, cash flow projections and solvency, 
financial and cash effects of traditional and nontraditional ratenlaking, and research, 
speaking and writing on the effects of tax law changes. Testimony before Connecticut, 
Florida, Georgia, lndiana, Louisiana, Kentucky, Maine, Minnesota, No& Carolina, Ohio, 
Pennsylvania, Tennessee, Texas, and West Virginia state regulatory commissions and the 
Federal Energy Regulatory Commissivn. 

1986 to 
Present: 

1983 to 
1986: v. Lead Consultant. 

Consulting in the areas of strategic and financial planning, traditional and nontraditional 
ratemaking, rate case support and testimony, diversification and generation expansion 
planning. Directed consulting and software development projects utilizing PROSCREEN I1 
and ACUMEN proprietary software products. Utilized ACUMEN detailed corporate 
simulation system, PROSCREEN I1 strategic planning system and other custom developed 
software to support utility rate case filings including test year revenue requirements, rate 
base, operating income and pro-forma adjustments. Also utilized these software products 
for revenue simulation, budget preparation and cost-of-service analyses. 

v: Planning Supervisor. 
Responsible for financial planning activities including generation expansion planning, 
capital and expense budgeting, evaluation of tax law changes, rate case strategy and support 
and computerized financial modeling using proprietary and nonproprietary software 
products. Direcled the modeling and evaluation of planning alternatives including: 

1976 to 
1983: 

Rate phase-ins. 
Construction project cancellations and write-offs 
Construction project delays. 
Capacity swaps. 
Financing alternatives. 
Competitive pricing for off-system sales. 
Salelleasebacks 

J, KENNEDY AND ASSOCIATES, INC. 
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RESUME OF LANE KOLLEN, VICE PRESmENT 

Air Products and Chemicals, Inc. 
Airco Industrial Gases 
Alcan Aluminum 
Armco Advanced Materials co. 
Armco Steel 
Bethlehem Steel 
Connecticut Industrial Energy Consumers 
ELCON 
Enron Gas Pipeline Company 
Florida Industrial Power Users Group 
General Electric Company 
GPU Industrial Intervenors 
Indiana Industrial Group 
Industrial Consumers for 

Industrial Energy Consumers - Ohio 
Kentucky Industrial Utility Customers, Inc. 
Kimberly-Clark Company 

Fair Utility Rates - Indiana 

Lehigh Vatley Power Committee 
Maryland Industrial Group 
Multiple Intervenors Wew York) 
National Southwire 
North Carolina Industrial 

Energy Consumers 
Occidental Chemical Corporation 
Ohio Energy Group 
Ohio Industrial Energy Consumers 
Ohio Manufacturers Association 
Philadelphia Area Industrial Energy 

PSI Industrial Group 
Smith Cogeneration 
Taconite Intervenors (Minnesota) 
West Penn Power Industrial Intervenors 
West Virginia Energy Users Group 
Westvaco Corporation 

Users Group 

! 

Georgia Public Service Commission Staff 
Kentucky Attorney General's Office, Division of Consumer Protection 
Louisiana Public Service Commission staff 
Maine Office of Public Advocate 
New York State Energy Ofiice 
Offke oFPublic Utility Counsel (Texas) 

J. KENNEDY AND ASSOCIATES, NC!. 
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Allegheny Power system 
Atlantic city Electric Company 
Carolina Power & Light Company 
Cleveland Electric Illuminating company 
Delmawa Power & Light company 
Duquesne Light Company 
General Public Utilities 
Georgia Power company 
Middle South Sewices 
Nevada Power company 
Niagara Mohawk Power cOrpora\iOn 

Otter Tail Power Company 
Pacific Gas & Electric COmPY 
Public Service Elecmc C% Gas 
public Service of Oklahoma 
Rochester Gas and EleCtTiC 
Savannah Electrk &Power company , 

Seminole Electric Cooperative 
Southern California Edison 
Talquin Electric Cooperative 
Tampa Electric 
Texas Utilities 
Toledo Edison Company 

J. KF,NNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Date C a s e  Jurlsdlct. Party Utilny Subject 

10186 U-17282 LA 
Interim 

11/86 U-I7282 LA 
Inledm 
Rebuilal 

1286 9613 KY 

1187 U.17282 LA 
Interim 1% Judicial 

!%bk!CL 

LouislanaPublic 

Louisiana Public 
service Commission 
Staff 

Altomey General 
Div. of Consumer 
P m W n  

Louisiana Public 

SIaR 
%N'W COfNIlkiOn 

GuHStates 
UUiW 

Gulf S m  
UWilies 

Bk Rivers 
ElWb-bCoQ 

Gulf Stales 
UliiUes 

Cash revenue requirements 
financial solvency. 

Cash revenue requirements 
financial solvency. 

Revenue requirements 
acmunting adjuslments 
financial nwi!ux~t plan. 

Cash revenue requirements. 
financial solvency. 

3187 General WV Wesl Virginia Energy Monongahela Power Tax Reform Actof 1986. 
Order 236 Users' Group Co. 

4187 U-17282 LA Louisiana Public GullStales PNdeW ol River Bend 1, 
PNdenCe %Nice C o m m W  UUlih wowmic analyses. 

Staff canceilation studies. 

4187 M-1W NC NorVI Camlina Duke Power Co. Tax Reform Act of 1986. 
Sub113 Indusbial Energy 

CoMUmeffi 

387 86524-E- WV 

5187 U-17282 LA 
CaSe 
In Chef 

7/87 U.17282 LA 
Case 
In Chef 
SunebuW 

7187 U-17282 LA 
P N d e m  
Surrebullal 

Wesl Virginia 
Energy Users' 
Group 

Louisiana Pub% 

Slaff 

louidana Pubiic 
Se& Commission 
Staff 

%Nk ConMlMOn 

Louisiana Public 

Monongahela Power 
Co. 

GullSlales 
UbliSes 

Gulf states 
UWi&s 

Revenue requiremenls. 
TaxRelormAcloI 1986. 

Revenue requiremenls. 
River Bend 1 phasein plan, 
financial solvency. 

Revenue requirements 
P k f  Bend 1 phaseln plan, 
financial solvency. 

PNdence of River Bend 1, 
emnwoicanalvses. 
cancellalion sludies. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Date Case Jutisdict. party Utility Subject 

7187 86'524 
E-SC 
Rebutla4 

9885 

wv westvirgw 
Energy Useis' 
GMP 

Anomey General 
~ i v .  of Consumer 
Proteclion 

T m n i b  
Inlervenw 

midental 
Chemical Gorp 

MmcngahetaPower 
co. 

Revenue regukements. 
TaxRefomActof 1986. 

8187 KY Big Riven El@& 
Cwp. 

Financial workwtplan. 

8187 

1087 

E-O15/GR- 
87-223 

MN 

FL 

MinneSola Power 8 
Light@. 

FloMa Power 
COrp. 

Revenue requiremenls, OBM 
expense. Tax Refon Acl 
of 1986. 
Revenue requirements, O8M 
expense, Tax Reform A C ~  
of 1986. 

Tax Reform Act of 1986. 

87022bEl 

11/87 

1/88 

87-0701 C7 Conneckut Industrial 
Energy Consumers 

LwMana PuMic 
Service Canmission 
Slaff 

Kentucky Industrial 
USity C u s t o m  

Kentucky ldusliial 
uliiity CUSbmers 

Connecticul L@hl 
8 Power co. 

GuNSfabs' 
UIIiks 

U-17282 LA Revenue requiremenls, 
River Bend 1 phawin plan, 
rate of durn. 

Emnomics of Trimble County 
COmpleVon. 

Revenue requirements. 08M 
expense. capilal structure, 
excess defemd inwme taxes, 

Financial workout plan. 
Cwp. 

Nonuliliiy generalor defend 
CUSI "overy. 

Nonulili generalor defemd 
mst recovery. 

PNdenceofRiverBend 1 
m i c a n a l y s e s ,  
camllalion sludies, 
financial modeling. 

19lh Judicial 
District Ct. 

2188 

2/88 

9934 KY 

KY 

Louisvilie Gas 
a EIWW CO. 

Louisville Gas 
8 Electric Co. 

1w64 

588 

5188 

586 

688 

10217 KY 

PA 

Aican Aluminum 
National Soulhvine 

GPU Industlid 
Intewnors 

GPU IndusMal 
Intervenors 

Louisiana Publk 
Service Cornmissin 
Staff 

Bg Rivers E M c  

M-87017 
-1coo1 

M87017 
-2CW5 

U-17282 

Mehopolilan 
EdisonCo. 

Pennsylvania 
ElectricCo. 

GuH S l a b  
UIliks 

PA 

LA 
19lh Jud&I 
Disliici CI. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

\ Date Case Jurlsdict. Pattv WlLly Subject 

7 M  M-87017- PA 
-1coo1 

GPU Indudrial 
InleNenors 

Mehopolitan 
€ d i m  Co. 

Nonuliily generator defaned 
cost recovery, SFAS No. 92 

Rebuttal 

7188 M-87017- PA 
-%OD5 

GPU industr$i 
Intervenors 

Pennsylvania 
EleckkCo. 

Nonulllily generator deferred 
mst recovery. SFAS No. 92 

Rebultal 

9/88 8805-25 CT Conneckut 
Industriel Energy 
Consumers 

Kenbcky indus~al 
USi i  Customers 

Ohii Indusbial 
Enemy Consumers 

C o n n W l  Light 
&Power Co. 

Excess deferred taxes, O&M 
expenses. 

9188 10064 KY 
Rehearing 

10188 88-170- OH 
EL-AIR 

Louisvaie Gas 
&Ei&Co. 

Premature retirenenk. interest 
expense. 

Cleveland Elffvlc Revenue requ.remenis, phase-in. 
lllum'nating Co. excess deferred taxes 08M 

erpenses. fnancial 
consdoral'ons, wrksgcaplal 

10188 88.171- OH 
EL-AIR 

Tolwlo W i n  Co Revenue requirements, phasein. 
excess & f e d  taxes, 0 8 M  
expens%, financial 
mnsklerations. working capital. 

Tax Reform Act af 1986, tax 
expenses, O W  expenses. 
pension expense (SFAS No. 87). 

Pension expense (SFAS No. 87). 

10188 8800 FL 
355Et 

Floi%a Induslrkd 
Power Users' G m u ~  

Florida Power 8 
Light Co. 

10188 37804 GA Gwgia Pubiic 
Service Commission 
sun 

Louisiana Publb 
swvice Conmission 
Stan 

Lwisiana PuMic 
Ser& Commissbn 
stan 

Louisiana Pubiic 
SeMm Commission 
Slan 

AUanta Gas Lighl 
co. 

11/88 ~ 1 7 2 8 2  LA 
Remand 

12/88 U-17970 LA 

GuHStates 
U W e S  

Rate base exciushn plan 
(SFAS No. 71) 

AT&T Communimtions 
of Souul Central 
Stales 

Souul Cenb'al 
Bell 

Pension expense (SFAS No. 87) 

1288 U-17949 LA 
Rebullai 

Compensated absences (SFAS No. 
43), pension expense (SFAS No. 
87), Part 32, income tax 
normaiii!bn. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

i Date Case Jurisdlct. Party uniity Subject 

2/89 U-17282 LA 
P h w  11 

Louisiana Public 
Semice Comksbn 
S M  

Talquin &Irk 
Ccnce&e 

Revenue requirement% phasein 
of Wer Bend 1. remvery 01 
canceled plant 

Economic analyses, imremental 
mst~swvice. average 
wsbmer rales. 

Pension exmnse iSFAS No. 87). 

6189 881M)2-EU FL 
890326EU 

TaIquidCity 
of Tallahassee 

. .  

* \  7189 U-17970 LA Louisiana Pubk 
Se~ice Comm'sSnn 
Slaff 

W len la l  Chemical 
cap. 

ATgT CMnmun'kailom 
of Souh Central 
slates 

Houston Llghling 
a Power ~ o .  

compensated absences (SFAS No. 43), 
Part32. 

8/69 8555 TX Cardlation cost recovery, tax 
expense, revenue requirenents. 

Georgia PuMic 
Service Commission 
sten 

%@la Power Co, Pmmotional prxlices, 
advetking. economb 
developmen1 

9/89 U.17282 LA 
Phase I1 
Detailed 

10189 8880 TX 

Louisiana PuMic 
Service Commission 
staff 

Enmn Gas Pipdime 

Gulf Slates 
UliieS 

Revenue requirements, detailed 
investigalion. 

Texas-New Mexico 
Power Co. 

TexasNew M e w  
PowrCo. 

Philaddphia 
EleclticCo. 

Defened accounting keatmenl, 
salekaseback. 

Revenue requiremenla, impuled 
capital slrucuclure.cash 
W n g  capital. 
Revenue requirements. 

10/89 8928 Tx Enron Gas 
Pipelike 

Philadelphia Area 
IndusktalEnergy 
UsersGroup 

Philadelphia Area 
Indusktat EWQY 
Use~Grnup 

Louniana PuMb 
S e ~ i c e  Commissmn 
Slaff 

10189 R-891364 PA 

11/89 R8913M PA 
12/89 SurrebuHal 

(2 Rlings) 

1190 U.17282 LA 
Phas8 II 
De(ailed 
Rebunat 

Philaldphii 
El&Co. 

Revenue requiremen&, 
salelleaseback. 

GuifSlales 
Ulliias 

Revenue requirements , 
detailed investigalbn. 

J. KENNEDY AND ASSOCIATES, INC. 
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i 

Date Case Jurlsdict 

Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Party Utility Subject 

1190 U-17282 LA 
Phase 111 

3190 B90314EI FL 

4190 890314EI FL 
Rebultal 

4190 L!-17282 LA 
1 9  Judicial 
DisIM Cl. 

9/90 90158 KY 

12% U-17282 LA 
Phase IV 

3191 29327. NY 
et al. 

5191 9945 TX 

9191 P-910511 PA 
P-910512 

9191 91-231 WV 
-E-NC 

11191 U-17282 LA 

Louisiana Public 
Service Commission 
Staff 

Florida indusbbl 
Power Users Group 

Flow lodas~d 
Power Usen Gmup 

Louisiana Public 
Se~'i%Commissk+~ 
Sl# 

Kentucky Industrial 
Utiiily Cuslomen 

Louisiana Public 
Service Commission 
Staff 

Mulliple 
lnlervenm 

O f h  of Public 
Utility Counsd 
of Texas 

Allegheny Ludlum Cop., 
A m  A d v W  Male& 
Co.. The Wesl Penn Wwer 
lndusliial Users' Gmup 

Wesl Virginia Energy 
Users Group 

Louisiana Public 
Seivica Commiasssion 
stafl 

Gun States 
Uliiilies 

florida P o w  
a light CO. 

Florida Power 
& Lghl Co. 

Gulf stabs 
Ufilitks 

Louisville Gas 8 
Elecftk Co. 

Gulf Slales 
Utibtias 

Niagara Mohawk 
Power Cop. 

El PasoEleefric 
Co. 

West Penn Power Co. 

Monongahela P o w  
co. 
Gulf Slales 
Uliiiles 

Phaseio of River Bend 1, 
deregulated asset plan. 

OBM expenses, Tax Reform 
Act of 1986. 

OBM expenses, Tax Reform 
Actof 1986. 

Fuel dause, gain on sale 
d utility assels. 

Revenue requiiemenls, poselest 
year additions, forecasted test 
yea:. 

Revenue wuirernenh. 

Incentive regulation. 

Financial madeling, m o m i c  
anafpes. prudence of Palo 
Vede 3. 

Remveryof CAAAmts, 
least msl financing. 

Recovery of CAAA costs, least 
mst financing. 

Asset impairmenl, deregulated 
asset plan, revenue quire. 
ments. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expett Testimony Appearances 
Of 

Lane Kollen 
As of January 2006 

Subject Dab Case Jurisdict. 

12191 91.410 OH 
EL-AIR 

AirProdUclSaod 
Chemicals, InC., 
A m  SWI Co., 
General EleclrkGa., 
lndusbial EnBrgy 
consumers 

Of PUMk 
UUy Counsel 
of Texas 

Occidenw Chemical 
Qrp. 

Giocinnati Gas 
a ElechicCo. 

Revenue requimnk., phasein 
plan. 

12191 10200 TX TemNew Mexlw 
PowrCo. 

Financial inlegrib, slralegic 
planning, declined business 
affillalions. 

Revenue requiremenb, OBM expense, 
pension expense, OPEB expense, 
fossil dismantling, nuclear 
decommissioning. 

lnoentlve rqlulabn, perionance 
rewards, purchased power risk. 
OPEB expense. 

OPEB expense. 

582 910890-El FL %Ma Power Corp. 

8192 R40922314 PA GPU lndusbial 
lnlervenon 

Melropolil&i Edison 
Co. 

9192 92043 KY 

982 920324El FL 

9192 39348 IN 

982 910840-PU FL 

9192 39314 IN 

11/92 U-19904 LA 

Kenlucky IndUsW 
UWily Consumrs 

Floirla hxlusbial 
Power Users' Group 

Indiana Industn'al 
Group 

Florida indusbiai 
P o w  Uses' Group 

IldUSIrial Consumers 
for Fair Ubliy Raks 

Louisiana W c  
Ser& Commission 
Slalf 

WestvaCoCorp., 
Easlalco Aluminum Co. 

Ohb Mandxlurers 
As%&Llon 

Generic Proceeding 

TampaEMCo.  OPE6 excense 

Generic Pmoeeding OPEB expense 

Generic Pmoeeding OPEB expense. 

Indiana Michigan 
Power Co. 

Gulf Slates 
UlililieslEnlergy 
c o p  

Pobmx Edison Co. 

OPEB expense. 

Merger. 

11192 8649 MD OPEB excense. 

11192 92-1715 OH 
AUCOI 

OPEB expense. Generk Proceeding 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Date Case Jurisdlct. Party Utillty Subject 

12192 R-00922378 PA 

12192 U-19949 LA 

12192 

ID3 

1193 

3193 

3193 

3193 

3193 

4193 

4193 

R-00922479 PA 

8487 MD 

39498 IN 

92-11-11 CT 

U-19904 LA 
(Surrebuttal) 

93.01 OH 
EL-EFC 

EC92- FERC 
21000 
ER92$06000 

92-1464. OH 
EL-AIR 

E W -  FERC 
21000 
ER92.806000 
(Rebutlal) 

Armm Advaneed 
MatehIsCo., 
The WPP Industrial 
lntelvenon 

Louisiara Public 
Seivica Commissbn 
Slan 

Philadelphia Area 
Industial Energy 
Usen' Group 

Maryland lnduaal 
G ~ P  

PSI IndusbiaiGroup 

COnn&?ut Indust& 
EnwsyconsUmws 

Louisiana Public 
Swke Conmission 
Stall 

Ohio Industrial 
Energy Cansumen 

Louisiana Public 
SewiceCommi5sion 
StaR 

Air Produds 
A m  steet 
Induslnal Energy 
Consumers 

Lwkiana Public 
Seivke Commission 
staff 

West Penn Paver Co. 

Souul Cenhal Bell 

Philadelphia 
ElecbicCO. 

Balmare Gas 8 
El& CO.. 
Bethlehem Steel Cop 

PSI Energy. Iw. 

COnnec(iwl Lsht 
&Power Co. 

Gulf States 
UQliUedEnteggy 

Oho Power CO. 

Gulf States 
UliMeslEntergy 
Carp. 

CincinnaQ Gas & 
ElechCo. 

Gulf States 
UliiilieslEntergy 
coip. 

Incentive regulalion. 
performance rewards. 
purchased paver rkk, 
OPEBexpense. 

Aeliate IransacQons, 
msl ailocatbns, merger. 

OPEBexpense. 

OPEB expense. deferred 
fual.CWIPinratebase 

Refunds due to over- 
mllectbn dtaxeson 
Matble Hiil cancallation. 

OPEBexpense. 

Merger. 

Corn. 

Amliate Iransac(i0ns. fuel. 

Merger 

Revenue requirements. 
phass-in plan. 

J. KENNEDY AND ASSOCIATES, INC. 
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Date Case JurisdM 

9D3 95113 KY 

9193 92.190, KY 
92.190As 
90360-c 

10193 U-17735 LA 

1194 U-20647 LA 

5194 U.20178 LA 

9M v-19904 LA 
lliliai Post. 
hbrger Earnings 
ReViiW 

w uim LA 

IOM 3%U GA 

iw 5255U GA 

Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

uutity subjeci Party 

Kentucky lodustrid Kentucky UWes Fuel c l a w  and ma( mntract 
UW$ custom refund. 

B!g Riven Ekkic Oiialbwames and resti\uIim IW 
W COas illegal and 

improger payments recovery of mine 

Kentucky InUoSWd 

Kenhcky AnOmeY 
urn Cusromsn and Cop. 

General dosure WSb. 

LouManaPublc c% ~klr ic Power Revenue rtquimnls,debt 
SeNb Cornrnk&n cooperalive mccunng a g r m n t .  Rwer Bend 
Stag coslr8myery. 

Louisiana Public Gulf States Audit and invesbgalion into fuel 

Stall 
Sewb COmmiWn U l l i ~ C O .  clause casls. 

Louisiana PuMic Gull States Nuclear and fossil unil 
se~commissim UBlitks performance. fuel cost+. 
Stan hiel d a m  principles and 

guidelines. 

Louisiana PuMic bubiana Power & Planning and quanliftcaEonisSues 
ServiCOmmissbn tight CO. of bas1 mst integral& resource 
Skff plan. 

Louisiana Public Gulf Stales River Bend phase-in pian. 
Service ComMnn Utili%BS co. dereguialed asset pian, capital 

Steff structure, other revenue 
r e q u i m l  iwes. 

Louisiana Publc Cajun M C  G&T cooperative mmaKmg 
s,?rvbeCommi&n Power coopeta#ve pali~ie~, exclusbn of *r Bend, 

other revenue requiremenl issues sbn 
Gmgia Public swulfm Ben lwntive rale plan, earnings 
Se~iCe Cmission Teleptm Co. review. 
Stat 

Gmgia Public Wwm Bell Alternative regulation, mst 

Staff 
W b  Commisswn Telephone Co. alloca~m. 
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Expert Testimony Appearances 
of 

Lane Kollen 
AS of January 2005 

Utlllty Subject Date Case Jurlsdict. 

11194 U - 1 W  
Mia1 Post- 
Merger Earnings 
Review 
(RebuUal) 

lllM U-17735 
(Rebutld) 

4195 R-ow43271 

6195 3905-U 

6195 U-19904 
(oirecl) 

1w95 9502614 

It195 u-19901 
(surrebunaf) 

LA 

?A 

GA 

LA 

TN 

LA 

LA 

11/95 U.21485 LA 

12195 u-21485 
(Supplemenla1 oirrcl) 

(Surrebullal) 

Louisiana PuWc 
Serv i cemis ion  
Slaf 

Lwiiana Public 
SeNb2CoIIWW 
Slat 

PP&Lindusltial 
Cusbmer A i lem 

Georgla Public 
S e N i c e c W n ~ l l  

Lwisiana Public 
Sew& Gmm'%ion 

Tennew G l ib  d 
Lhe Anomay General 
Consumer Advocate 

LoWana Public 
service Comm'ksbn 

Louisiana Fubb 
Servke Cmn#sibn 

Louisina Public 
Servke G m r n i i n  

Gulf Stales 
UBiIiea Co. 

Cajun E k W k  
POWercooperauUe 

PennsylvaniaPower 
a Lighl ca 

Soulhem Bell 
Telephone Ca. 

Guif Stales 
UWikesCo. 

BellsOUul 
TelecommunicaSons. 
Inc. 

Gull slates 
U6lik.s Co. 

Gull Slates 
Ulililies Co. 
oiNKi%l 

Gull Stales 
U~lIliesCo. 

River Bend phasein plan, 
d a ~ u l a k d a m ~ $ a n ,  eapilal 
sbucbre, olher revenue 
requikement issues. 

G&T mperative atemaking poky, 
exclusion of RiverBend, olher 
revenue requirement issueS. 

Revenue requiremenb. Fmi l  
dismanuing, nuclear 
decommisioning. 

incentive replatien, amale 
bansaclions, revenue requiremenls, 
rate refund. 

Gas,caal, nuclear fuel wsts, 
mnwt prudence. basem 
reaiisnmenl. 

Affikb baniaosactians. 

N m a r  O&M, River Bsnd ph8Ee-b 
plan. baseKwi realignmenl, NOL 
andAllMinasset defermd ias, 
&r rewnue reiluirement iwes. 

Gas,wal. nuclearhiel wsls, 
conlrstpNdenoe, b W e 1  
realisnment 

Nuclear OW, River Bend phase-in 
plan, baseKuelrealignment NDL 
and AliMm assel deletied kes .  
otier revenue requiremenlissues. 

- 

J. KENNEDY AND ASSOCIATES, ZNC. 
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Expert Testimony Appearances 
of 

Cane Kollen 
As of January 2006 

Ulllny Subject Dale Case Jurisdlct. 

1196 95.299. OH 
EL-AIR 
95300 
EL-AIR 

2% PUCNO. Tx 
14967 

7D6 6125 MD 

10196 96317 m 

2E97 RM)9138n PA 

3197 96.489 m 

6D7 TO47397 MO 

IndusM EWQY 
Consumen 

MfKx, of Pubhc 
Utility CMKWel 

city Of L a  cmw 

The Maryland 
IndusMal Group 
and Redhnd 
Genslar, Inc. 

Louiiana Public 

phiwdphia Area 
lndusuial Enem 
Lsen Gmup 

Die T M o  E C i n  Co. 
IheCleve!and 
Ekuic 
Illumina(ing Co. 

Cenbdl Power& 
Light 

EIPasoEWCo. 

BdUmre Ges 
&Ekbtccn.. 
PotomacElecbic 
power CQ and 
CWKLeilafmn Energy 
cop. 

Enlergy Gulf 
Slates. hc. 

Big Fivm 
O&bicCOrp. 

PECO Energy Co. 

Kenw Powr Co. 

souviweslem BeN 
T W o n e  Co. 

compeli(ion, assetwileoffsand 
revaiuation. OBM expense. oher 
revenue wu'uemntisues. 

Nudear dwmmikswning. 

Slranded msl rwvery. 
nMnieiilza\iMI. 

Merger savings, Wking mechanism. 
earnings sharing plan, revenue 
requirwnenlSsues. 

Fiver @em phasein plan, baseHue1 
realignment, NOL and NWbn asel  
defemd taxes, other revenue 
requiremot isw. allccaWn of 
regulaledlnoniegulated msts. 

Environmental surcharge 
rwverable wsts. 

SMded WI recovery, regufa!orv 
assets and liabilities, intangible 
vansinioncharge. revenue 
requirements. 

Envimnmentd surdarge rwverable 
msw. system qreemenk. 
abwance inventory, 
jurixliibbnal allocabn. 

Price cap qulabn, 
wenuereguiremnb. rate 
ot return. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Party utility Date 

- 
w97 

Subject Case Jurlsdlct 

RW73953 PA Philadelphia Area PECO Energy Ca 
lndusbial Enemy 
UsersGmup 

Resbvdurhg, deregulation, 
sbandedmsls. regu!atwy 
assets, IiabiWs, nudear 
and fossil decommissioning 

Resbuclun’ng, deregula8on. 
slranded costs, regulatory 
assels, liabililies, nuciear 
and loss3 decommkioning 

Depieeiahn rates and 
methcdo!cgies, Kier Bend 
p h w i n  plan. 

Meger p k y ,  cost savings, 
surcredil shating mechanism. 
revenue requirements. 
ralaof return. 

Resbucluring, deregutahn, 
skanded costs, regulaloty 
assets, rkbilibs, nuclear 
and fossii decommissioning 

Reskciuring, revenue 
requirements, reasonableness 

Resbucluting, deregulahn, 
skanded costs, regulatoty 
assets, tiabiiik, nuclear 
and fossil decommissioning, 
revenw requirements. 

Reshucluring, deregulation, 
slranded costs. reguiatoty 
assets. liabilities, nuclear 
and fossil demmmissioning. 
revenue requirements. 

Reslruclu~, revenue 
requirements, reasonableness 
of rates,mst allocation. 

7197 R-00973954 PA PPBL lnduslriat Penmyivania Power 
Customer Alliance & Lghl Co. 

7197 

8197 

u - m 2  LA Lou’siana Public Entergy Gulf 
SelviceCommission states. Inc 
Skll 

Kentucky lndusbial LouisviileGas 
Utiiily Cuslomers, Im. B Uec4t.z Ca. and 

Kenlucky UliiiW 
co. 

PPaL Indusht Pennsylvania Power 
Customer Alliance &Light Co. 

97.300 KY 

8197 ROO973954 PA 
(Sunebultal) 

10197 

10197 

97-204 KY 

R-974008 PA 

A h  Aluminum C q .  Big Kiers 
souviwire co. EktkCarp.  

Metmpolilan Ed i in  Melopolitan 
Industtial Users W i n  Ca. 
Gmup 

10197 R-9740W PA Pendec tnduslrial Pennsylvania 
Customer Aillanee Eleclric Ca. 

11/97 977-204 Ky 
(RebuHai) 

Akan Aluminum Carp. Big Rim 
SOUth~reCa. E k l k  Corp. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Date Case Jurisdlet. party Utility Subject 

11197 

11im 

11197 

11197 

1 287 

1 2t97 

1198 

2t98 

U.22491 LA 

Rdw73953 PA 
(SUrrebUHal) 

R-973981 PA 

R.974104 PA 

R-973981 PA 
(SUrrebUbl) 

R-9741M PA 
(Surrebutlal) 

U-22491 LA 
(Sumbubl) 

8774 MD 

Louisiana Public 
Sewkx Cwnmission 

Philadelphia Area 
IndusMal Energy 
Usen Gmup 

Wesl Penn Power 
Indusliial lntelvenon 

Duquesne lndusliial 
tnlervenors 

Wesl Penn Power 
lndushial lnlelvenm 

Duquesne Indusm 
lnlervenon 

Louisiana Public 
ScwicaCMlmKwn 
staff 

Enteigy Gull Allocation of regulated and 
Slabs. Inc. nonregulated awls, oiher 

revenue requirement issues. 

PECO Energy Co. Resmcluring, deregulalb, 
sbandedmsls, regulabiy 
awls, liabililies, nuclear 
and lass8 demmm'sioning. 

West Penn Rest~cluhg. deregulabn, 
Power GO. slranded costs. regulalory 

assets, iiabililbs, lossii 
decommissioning, revenue 
requirements. securilization. 

Duquesne Light Co. Resmcluring. deregulation, 
slranded costs, regulatoiy 
assets, liabilitks, nuclear 
and lassii decwomissbning. 
revenue quiremenls, 
securitization. 

West Penn Reshcluring, deregulation, 
POWalCo. sbnded cosls, regulatory 

assB1.s. liabilities, fossil 
demmmisiooing. revenue 
requirements. 

Duquesne Light Co. ResbucWring, deregulaliwn, 
smnded costs, regulatoiy 
awls.  liabiiiles, nuclear 
and fossildecommlsbning, 
revenue requirements, 
secUribli0n. 

Enbrgy GUN Ailccalionolregulaled and 
Slales. Im. nonregulated costs. 

other revenue 
quiremen1 issues. 

Merger of Duquesne. AE, wstomer 
safeguards, savings sharing. 

PobrnacEcMn Co. 

J. KENNEDY AND ASSOCIATES, INC. 
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Dete Case Jurisdict 

Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Paw Utility 

31% U-22w2 LA 
(Aliwaied 
stranded cost Issues) 

3198 mu GA 

3198 u-22092 LA 
(Allocated 
StRndedCost Issues) 
(Sumbunal) 

lOD8 97-596 ME 

1oh8 9355.u GA 

1OJSS U-17735 LA 

11198 U-’23327 LA 

121% U-23358 LA 
(Erect) 

12198 90577 ME 

1199 98.1047 CT 

Louisiana Pubk Enlergy Gulf 
service Cammission Slab, IN. 
Stafl 

Georgia Natural AUanla Gas 
GasGrmp, L!ghlhlco. 
h q i a  Tea% 
Manuf@urersAsm. 

Louisiana PUWC Entergy Gulf 
Service Commission Stales, Inc. 
SlaR 

Mame ORoeof the Bangor Hydro- 
Publii Advocate ElecUicCo. 

Georgia Pubk se” Gwrgia power&. 
Commirsbn Adversary Stail 

Louisiana Pub& SWEPCO, CSW and 
%Nice COmmision AEP 
SM 

Louisiana Public Enlergy Gulf 
Service Cammission Slab, 1m. 
StaA 

MaineOffioeof Mdne Fublio 
Public Advocate %Nice co. 

Cci~wWlndus~al Unied liiumlnaling 
Energy CMsumen co. 

Subject 

Resbcturing.sbanded wsls, 
regulatory awls,  securilizalian, 
qulabiy mi8gaalion. 

Resbcturing. unbunding, 
slrandedmslr, incsntive 
regulllion, revenue 
requirements. 

Resbuclurjng. stranded cosls, 
regulatory assets. securikalion, 
quialory mlligaton. 

Resbcturing. unbundling, StRnded 
wls, T&D revenue requirewnts. 

A W e  bananslc!im. 

GaT cqera8ve ralemakmg 
poky, ouler revenue requirement 
issues. 

M e p r  poiii, savings sharing 
mechanism, affiliate kansacton 
wndilions 

Alkalhn of repbted and 
nonregubled wsls, tax isues. 
and other revenue requiremen1 
issues. 

ResbctoIing, unbundling, 
sfsanded mI. TBD revenue 
rLquiRmenls. 

slranded costs, investment lax 
uedib, accumulated deferred 
inmnm laxes, excess defemd 
i n m  taxes. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Party Utility Subject Date Case Jurlsdict. 

3/99 u-23358 LA 
(Surrebuital) 

Louisiana Public 
Senice Canmisston 
Stan 

Enlergy Gulf 
S!ateS.lnc. 

Allaeabn of regulated and 
nonregulated msk. tax issues, 
andobr  revenue requirement 
issUsS. 

Revenue requirements, a l k m a k  
forms of regulahn. 

Revenue requirements. alternative 
1onnsofreguiaUon. 

Revenue requirement% 

3/99 98474 KY Kenhky Induskid 
UWy Customen 

Kenlucky lnduskial 
Utitiiy Customen 

Kenhlcky Induslial 
Wlity Customen 

Kenlucky induslial 
Utiliiy Customers 

Louisiana Public 

Louisvk Gas 
andElecbicCo 

Kenlucky U t i l i b  
co. 

LoukviUe Gas 
and Eleclric Ca 

Kenlucky Ullihs 
co. 
Entergy Gulf 
S!aIes. Inc. 

3199 98426 KY 

3/99 94082 KY 

3199 99083 KY Revenue requiremenk 

4199 U-23358 LA 
(Supplemenlal 
Surrebunal) 

Allocation01 regulated and 
nonregulaled msts, bx  issues, 
and o!her revenue requirement 
issues. 

Regulatory assets and liabilities, 
slranded mts. mveiy 

4199 990504 CT Connecticut Induskid 
Energy Consumen 
mechanisms. 

C o n w k u l  IndusSal 
Ulliiy Customen 
mechanisms. 

United Illuminating 
co. 

4/99 940205 CT Cmneckul Lghl 
and Power Co. 

Regulaalory asseb and liabilib 
slranded msts. recovery 

5/99 98426 KY 
94082 

Kenlucky Indusm 
Utiliiy customers 

LouisviileGas 
a o d E M C o .  

Revenue requirements 

(AddMnal Cirecl) 

5R9 9E474 KY 
94Mu 

Kenbcky Industrial 
Utiliiy Customen 

Kenlucky Utilities 
co. 

Revenue requirements. 

(Additional 
Direct) 

5/99 98426 KY 
95474 
(Response lo 
Amended Appiltions) 

Kenbcky Industrial 
uri icuslomea 
Kenbxky ULililies CO. 

Louisville Gas 
and EleclicCa. and 

Altemabve regublon. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Date Case Jurisdict. partv Utility Subject 

6/99 97-596 ME 

6199 U-2.3358 lA 

7/99 990335 CT 

7199 11.23327 LA 

7m 97-596 ME 
(SumbuttaIJ 

1/99 960452- W a  
E-GI 

8/99 98577 ME 
(Sumbultal) 

8/99 98426 m 
9408.2 
(Rebuttal) 

8/99 98474 m 
98083 
(RebU(ta1) 

8199 980452- W a  
€-GI 
(Rebutfal) 

Maine Mfice of 
Public AdvoCale 

Lwkiana Public 
Public Sew Cwnm. 
sLan 

C o n n W l  
lndusbial Energy 
CWlSUIWrs 

Louisiana P@ii 
sew& commission 
Staff 

Maine ORcs of 
Public AdvoSte 

West Virgin$ Energy 
Users Gmup 

Mime O W  of 
Public Adwale 

KenWky Idusbial 
Ublity Cuslomers 

Kentucky lndusbial 
U6lItycustaneB 

West Virginia Energy 
Users Gmup 

BengaHydro 
El& Co. 

Entergy Gull 
Slates, lffi. 

UniM i l iumimlq 
co. 

SouUweslem Eiectrk 
Power CQ., Central 
and South West COIQ, 
and A m W n  Eleclric 
Power Co. 

Bangor Hydn, 
Eiec!rb Co. 

Monongahela Power, 
Polornac Edison, 
Appalachian Power, 
Wheeling Power 

Maine Public 
service co. 

Kentuucky Ullities 
co. 

Louisville Gas 
and EIec!rb Co. and 
Kenlucky Utililiss Co. 

MoMngaheia Power, 
Potomac Edson, 
Appalachian Pow. 
Wheallng Powr 

Request for accounting 
order regarding elecbic 
induslry reshclurirg costs. 

Aftiiate transacbns, 
mslallmtions. 

Stranded costs, regulatoty 
awls,  tax effeds of 
asseldivesliture. 

Merger SeHleemenl 
Sloulation. 

ReStrUChhg. unbundling, stranded 
cosl, TBD revenue requirements. 

Regulatory assets and 
liabilities. 

Reshcturing. unbundling. 
slranded cosls. TRD revenue 
requirements. 

Revenue requirements 

Allernative forms of regulation. 

Regulatoryassetsand 
liabililiss. 

J. KENNEDY AND ASSOCIATES, INC. 
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Of 

Lane Kollen 
As of January 2006 

Date Case Jurisdict. Party Utility Subject 

Aiimlion of regulaled and 
nonregulakd wsk, afiiiiate 
transaclions, tax issues, 
and other revenue requirement 
issues. 

ResL!UcbJring. stranded 
msts. taxes. wrilizalion 

101% U.24182 LA 
(Died) 

L o u i s h  Public 
Service Commission 
Slaff 

Entetgy Gull 
slales. inc. 

11/99 21527 TX DaliasFl.Worlh 
H0Sp.M cwncil and 
cwli lnof Independent 
Col!eges and Universiks 

TXU Uecbic 

11/99 U-23358 LA 
Sunebullal 
Affiiiaie 
Transaclions Review 

MI00 994212-EL-ETPOH 
991213.EL-ATA 
991214-EL-AAM 

01100 U-24182 LA 
(Sunebubi) 

Louisiana Public Enlergy Gulf 
Slales. Inc. 

Se& wmpany affiiiate 
transaction wsk. Service CMMniasiDn 

SlaH 

Greater Ceveiand 
G ~ A ~ h n  

First Energy (Cleveland 
Ehbic iiiumhaling, 
Toledo Edison) 

EnlergyGuH 
slates, iw 

Historical revbw, slranded costs. 
reguialory assets. iiabiNks. 

Louisiana Public Allmiion of regulaled and 
nonreguialed costs. affdiate 
transaclions, tax issues, 
and ober revenue requiremen1 
issues. 

ECR surcharge miiin to base rates. 

Service Commission 
Stan 

051W 2OW-107 KY Kenlucky Indusbial 
Utilily Custmrs 

Louisiana Public 

Kentucky P o w  Co. 

051W U-24182 LA 
(Supplemental Direcl) 

Entergy Gut 
slates. Ik. 

PECO Energy 

Affiliate expense 
pmfma adjustments SeNicecOmmissi 

Slaff 

05100 A-110550FO147 PA Philadelphia Area 
indusbial Energy 
UsersGmup 

The Dallas-Fort worth 
Hospital Courml and The 
Coaiibn of lndeperntenl 
Colleges and Universilies 

AK S k i  Cap. 

Merger between PECO and Uniwm. 

07/03 22344 TX S l a W e  Genek 
Proceeding 

Emlalion of 08M expenses for 
unbundled TBD revenue requirements 
In pmjecled lest year. 

051W 99165B OH 
ELXIP 

Cincinnali Gas 8 Eiecbic Co, ReauiaW lansibncosts. indudina - .  
regulatory assek and liabikies, SFiS 
10S,ADIT, EDIT, ITC. 

J. KENNEDY AND ASSOCIATES. INC. 
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of 

Lane Kollen 
As of January 2006 

Date Case Jurisdld. Party Utility Subject 

07/W U-21453 tA 

i 
, . I  .. . ., 
. . ,  . ... 
.. .: 
. .. , .  woo u-24064 LA 

10100 PUC22350 TX 
SOAH475w.1015 

1Oiw R60974104 PA 
(Afidavil) 

12/W U-21453, LA 
u-20925. u-22092 
(SuWcckelC) 
(Sumbutlal) 

OIDl U-24993 
(Direcl) 

01/01 U-21453. U-20925 
and U.22092 
(Subdockel EI) 
(Surrebutlal) 

01/01 CaseNo. KY 
2053-386 

01/01 CaseNo. KY 
m 3 9  

Louisiana Public 
SeriiceCOmmisson 

Lou'siana PuWc 
S e ~ ' ~ C O m m i s s ~ n  
S M  

The Dalbs-FL Worlh 
Hospital Councg and 
Thecoalillon of 
Independent Colleges 
And UniveMes 

DuqueSne lndusbial 
lntewemrs 

Metropolilan Edwn 
lndusbial Users Gmup 
Pendec lnduslrial 
Cuslomer Aliwnce 

Louisiana Public 
Sewice Commission 
Staff 
f 

Louisiana PuMic 
%Nice CMvniSsmn 
S M  

Louisiana Public 
S e ~ b  Commission 
Staff 

Kentucky lndusbial 
Ulility Customers, Inc. 

Kenlucky Indusbial 
Utility Cusbmars. hc. 

SWEFCO 

CLECO 

TXU Elacbic Co 

Duquesne LighlCo. 

Melropafilan Edisan Co. 
Pennsylvania Eleclrk Co, 

SWEPCO 

EnlergyGull 
stales. 1m. 

Enlergy GuH 
Stabs, Inc.. 

Louisville Gas 
a n ~ b i c  CO. 

Kenlucky 
UtililiesCo. 

Stranded costs, regulatory assets 
and liwbililias. 

Affiliale bansadion pricing ratemaking 
principles. subskitlalion of nonreguialed 
afMiales. r a m k i n g  adjustments. 

Reslnrcluring. TWJ revenue 
requirements, mi@alion, 
regulalory assets and liabililies 

Final acmunUng for stranded 
msts, including treabnenlof 
auc6on pmceeds, taxes. capital 
costs, swilchback msts. and 
excess pension fumling. 

Final acmunling for stranded msts, 
including ireabnenlof aucbn proceeds, 
taxes, regulatory assets and 
iiabililies, h n s a b n  costs. 

Stranded costs. reguiabry assets. 

AilccaSon of regulaled and 
nmqulated msts, tax issues. 
and olher revenue requirement 
Issues. 

lnduslry restrucfuring, business 
separallon plan, organ'mlion 
slnrcIult, hold hamless 
mndilhns, financing. 

Recovery of envimmenlal mts, 
surcharge mechanbm. 

Recovery of environmental costs. 
surcharge mechanism. 

J. KENNEDY AND ASSOCIATES, INC. 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Date Case Jurlsdict. Patty Utllny Subject 

02101 Rii0300F0095 PA &!.Ed industrial 

Pmlec lnduslrial 
Customer Allance 

A-110400FOMO Users Group 

03101 P-CilCO18W PA MetEd IndW 

Penelec lndusbial 
Cmtomer Allianoe 

P-woo1861 Users Group 

04/01 U-21453, LA Loulsiana Puble 
UXlB25, Public S e d C o m m .  
u-22092 Staff 
(Suklocket 6) 
%!!hen! T e n  Sheet 

04/01 U-21453. LA Lwisnna Public 
U-20925, 
u-22092 

Public S e N k  COmm. 
Stat 

(Subdocket 8) 
Contested issues 

05/01 U-21453, U Louisiana Public 
U.20925, Public SBN'M Comm. 
u.22092 Stafl 
(SubdockelB) 
Conbled Issues 
Transmlsrjon and Dkbibubn 
(Rehlld) 

07/01 U-21453. U Louisiana Public 
U-20925. 
u-22092 

Public SWviceComin. 
Staff 

(Subdocket B) 
Tmmmissmn and D'ikibubnTen Sheet 

lo101 14COC-U GA Georgia Publt 
Service Canmission 
Advwsary Staff 

i l l01 14311-u GA Georgia Public 
(Direct) Servke Commission 

Adversaiy Stafl 

hMi@i!an Edson 
Co. and Penmy+vania 
EkcbicCo. 

Entergy Gulf 
states. IN. 

Entergy Gull 
states. lne. 

En!ergyGulf 
States. Inc. 

Enlergy Gulf 
states, 1%. 

Georgia Power Co. 

AlanlaGasLightCo. 

Merger, savings. reliability. 

Remvery of wts due to 
provider of last resMt obligabn. 

Business separabn plan: 
se~ementagreemenlonoverall plan structure. 

Business separabn plan: 
agreements, hdd hannlesswndibns, 
sepaiabns melhcdolcgy. 

Businessseparabn plan: 
agreements, M d  harmless cordilbns. 
Separations melhcddogy. 

Bushes separatim plan: seluwnent 
agreement on TBD issues, agreements 
necessary to impkment T&D separabns, 
hdd harmless mndilons, separabns 
methodology. 

Review requiremenk. Rate Plan, fuel 
dause recovery. 

Revenue requirements. revenue fwecast, 
OgM expense, depreciabn, pianl addibns. 
cash woi?dng capital. 

J. KENNEDY AND ASSOCIATES, INC. 
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3101 U-25667 LA 
(&@I) 

WAX 25230 Tx 

om2 u-zm LA 
[Webubl)  

ON2 14311-U GA 
(Rebuthi) 

! 

04102 U-25887 l.4 
(Supplemenlal SurrebuW) 

MMZ U.21453. U-20925 
and U-22092 
( S u r n t C )  

0802 ELO1- FERC 
88@0 

08102 u-25888 LA 

09102 2002-00224 KY 
200250225 

11/02 zooz~oi46 KY 
200200147 

O l M j  2002-00169 Ky 

Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

Party UUIny 

Loukiana Public 
serUm&unmission 

EnleIgy' GuH Sta(es. Inc 

Dallas R-Wor81 M i a 1  TXU EleChiC 
Covnc'd 8 Ute hlwn of 
Independent CDlWes 8 Univelsilies 

LouiaPuMic Enlergy Gulf Stales. Ira 
senice Commisbn 

Georgia Pubic AUant?GaslightCo. 
W c e  COmlssiw, 
Adversa? S M  

South FioridaKospllal Florida Power 8CKlhlcO 
and HealthcareAw. 

Louisiana Public 
W e  Commission 

Louisiana Public SWEPCO 
S e l v i c e G m ~ W n  
Stafl 

LouisianaPublic Enlergy serUikeS,lw. 
senice W i & n  
SbU CMnpanks 

Louisiana Pubk 
Sewice W i i o n  

k n W y  Industid Kenlucky UNiJes cOi 
UWes Customers, Iw. 

Kentucky Indusbial Kenlucky Ilklilies CO. 
Uhii!jesCus(omen, lnc. LoukvilleGas 8 ElecbicCo. 

knenhicky lndushial Kenbcb Power CO 
u!Ws Cuslonws. lnc. 

Enlergy GuH Slales. Inc. 

and The Enlergy Opraling 

Enletgy Gulf Stales. Inc. 
and Enlergy COuMana, Iw. 

Lwisville Gas 8 Ele& CQ. 

Subjact 

River Bend upAle. 

Revenue rqukemenls, coporale franchise 
1%. wnvenbn ID LLC. River Bend upmte. 

Revenue requimmenb, earnings sharing 
pbn, s w i m  qualily standards. 

Reuenue requirements. Nuclear 
Ilileexlensbn, slamdamageaccruals 
and r w e ,  ca@tel shrcbre. 08M expense. 

Revenue requirements, coprale franchise 
iax.mnvenion loUC, River Bend uprate. 

Business seDara6on Dlan, 180 Tern Sheel, 
separations melhoddlogies, hoM hannless 
condilions. 

Syslem Agreement, pmdWlbn cost 
equalizakbn. tar%. 

System Agreemen1 PmducWn cost 
disparitbs, FOJI%W% 

Envimnmenbl compliance msls and 
surcharge rwvev. 

J. KENNEDY AND ASSOCIATES, IhT. 
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of 

Lane Kollen 
As of January 2006 

Utility Subject Date Case JuriadicL 

04103 200240429 KY Kentucky Indus4M 
200260430 uMy c u s t a m .  inc. 

Louisiana &bk 
%N'M Commission 

0 4 ~ 3  u-26527 LA 

06Aw ELOI- FERC M M n a  Public 
8awo Seivice Commkskm 
Rebunat Swf 

11/03 ER03.753&30 FERC Louisiana Publib 
SeNice Commission 
SlaH 

ERo5682Mx). 
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Expert Testimony Appearances 
of 

Lane Kollen 
As of January 2006 

UIiilV subject Date Case Jurisdiet. Paw 

03104 U.26527 LA 
Supplemental 
Sunebubl 

03W 2005W434 KY 

SOAHDoclieI TX 
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Energy Houston Electric 
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he-up revenues, Wresl 

Interest on slranded Eod purSUant to 
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Fud and purchased power expenses 
wovefable brm~h fuel adjustmsnt daw, 
Wing activibs,wmpliancewiIh termsoi 
vaiouslPSCOrden. 

Revenue reouiremenls. 
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05W45.EI FL 
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Panelwith 
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2005iXJ352 
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SeN& Cornision 
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cus~omers, inc. Louisville Gas and 
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m c o .  
recovery and shared saviw through 
VDTsurwediL 

-- 
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OJS Exhibit No. 1 

DIRECT TESTIMONY OF 
OLIVER J SEVER 

ON BEHALF OF APPALACHIAN POWER COMPANY AND 
WHEELING POWER COMPANY 

BEFORE THE PUBLIC SERVICE COMMISSION 
OF WEST VIRGINIA IN CASE NO. 05-1278-E-PC-PW-42T 

Q. 

A. 

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION. 

My name is Oliver J. Sever. My business address is 1 Riverside Plaza, Columbus, 

Ohio 43215. I am employed by American Elechic Power Service Corporation 

(AEPSC), as Managing Director of Financial Forecasting. AEPSC supplies 

engineering, financing, accounting and similar planning and advisory services to the 

subsidiaries of American Electric Power Company, Inc. (AEP), of which Appalachian 

Power Company (APCo) and Wheeling Power Company (WPCo) are operating 

subsidiaries. Hereinafter I will refer to these companies either individually as APCo 

or WPCo or jointly as “the Companies”. 

PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND 

AND BUSINESS EXPERIENCE. 

I received a Bachelor of Science Degree in Business Administration fiom The Ohio 

State University in 1979, and a Master of Business Administration &om the University 

of Dayton in 1983. In addition, I completed the Darden Partnership Program at the 

Darden Graduate School of Business Administration, University of Virginia, in 

February 1997. 

Q. 

A. 

After working in the Controller’s Division of a non-affiliated utility for the 

period 1979 to 1983, I joined AEPSC in 1983 as an Assistant Financial Analyst in 
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the Controller’s Department (now Corporate Planning and Budgeting Division). I was 

promoted to Financial Analyst in June 1984, Senior Financial Analyst in January 

1987, Senior Administrative Assistant I1 in January 1990, Senior Administrative 

Assistant 1 in January 1992, Manager of Financial Planning and Forecasting in April 

1992 and Director of Financial Planning and Forecasting in January 1998. I was 

elected Vice President of Financial Planning in June 2000 and assumed my current 

position in July 2005. 

WHAT ARE YOUR DUTIES AND RESPONSIBlLITlES AS MANAGING 

DIRECTOR OF FINANCIAL FORECASTLNG? 

I am responsible for the administration and supervision of the financial forecasting 

processes for the AEP System. In this capacity, I coordinate utilization of short-term 

and long-term financial planning models used in the development of operating and 

capital expenditure forecasts for the AEP System, provide management with the 

projected operational data underlying the financial forecast, monitor actual 

performance and review the prepmation of forecasted information for use in regulatory 

proceedings. 

HAVE YOU EVER APPEARED AS A WITNESS BEFORE A REGULATORY 

COMMISSION? 

Yes, in addition to previous testimony filed before this Commission, 1 have testified 

on behalf of APCo before the Virginia State Corporation Commission and the Federal 

Energy Regulatory Commission (FERC). I have also testified on behalf of Indiana 

Michigan Power Company before the Michigan Public Service Commission and the 

Q. 

A. 

Q. 

A. 
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Q. 

A. 

Q. 
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Indiana Utility Regulatory Commission and have testified on behalf of Ohio Power 

Company (OPCo) before. the Public Utilities Commission of Ohio. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 

The purpose of my testimony can be divided into three parts, which I have organized 

in sections. In Section 1, I will present the forecast of the Companies’ Expanded Net 

Energy Cost (ENEC) and Requirement for the periods ending December 31,2006, 

2007 and 2008. In Section 2, I support certain total going-level adjustments to the 

test-year level of revenue and expense. These adjustments recognize the planned shift 

of Century Aluminum and Pechiney from OPCo to APCo and modify the test-year 

level of steam plant maintenance to recognize the post test-year in-service date of the 

Amos Selective Catalytic Reduction (SCR) facilities. 

actual capital structure and associated cost of debt and preferred stock as of December 

2004 for the Companies, as well as projections of the same information for the years 

ended December 2005,2006,2007 and 2008. I also support the Companies’ 

projected level of construction expenditures for 2005,2006 and 2007 and the related 

use and sources of funds statement shown in Statement C, pages 34 and 35 of 38. 

Finally, I support the forecasted dollars of investment used by Company witness Eads 

to calculate the individual revenue requirements associated with the proposed 

incremental surcharges. 

WERE THE DATA YOU ARE RELYING ON PREPARED BY YOU OR 

UNDER YOUR SUPERVISION? 

In Section 3, I provide the 
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Yes. They represent the combined efforts ofnumerous AEP personnel. I have 

reviewed the data and believe they are based on valid assumptions and are 

representative of revenues and costs expected in the future. 

Section 1 -Expanded Net E n e m  Cost (ENEC) and Reauirement 

HAVE YOU FILED EXHIBITS TO SUPPORT YOUR TESTIMONY 

REGARDING ENEC? 

Yes, I am sponsoring the following exhibits: 

OJS Exhibit No. 2 summarizes the Companies’ forecasted ENEC and 

Requirement for the years 2006 - 2008; 

OJS Exhibit No. 3 is a sources and uses of energy statement for the years 2006 - 

2008; and 

OJS Exhibit No. 4 details the projected West Virginia jurisdictional sales for the 

years 2006 - 2008. 

. 
WOULD YOU PLEASE DEFINE ENEC? 

15 A. As shown on OJS Exhibit No. 2, ENEC is defined as the net cost of all sources of 

16 

17 

18 

19 

20 

21 

energy incurred in supplying the Companies’ internal load plus certain other costs and 

credits. OJS Exhibit No. 2, page 1 of 2, provides the ENEC and OJS Exhibit No. 2, 

page 2 of 2 provides the corresponding energy requirement. The costs include fossil 

fuel consumed, purchased power from external sources, and System Pool transactions, 

which are offket by revenues from off-system sales. In addition, ENEC includes 

certain other revenues associated with transmission service and emission allowance 

22 gains, as well as certain other production costs. These costs are primarily for fuel 
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Q. 

A. 
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handling and environmental costs such as chemicals and the cost of emission 

allowances. 

WAS THE PROJECTED ENEC DEVELOPED USING THE SAME BASIC 

METHODOLOGY USED FOR FORECASTING ENEC IN THE MOST 

RECENT RATE PROCEEDING BEFORE THIS COMMISSION? 

Generally, the process and intent of the ENEC schedules has not changed from the 

last filing. However, since that time, the items included in the ENEC have been 

expanded to include additional variable costs. Most notable is the cost of 

“consumables” related to environmental facilities. In addition to the cost of the fuel, 

incremental consumable expenses associated with operating SCR and Flue Gas 

Desulfurization environmental facilities are now included in the derivation of ENEC. 

In addition to the total APCo ENEC for APCo West Virginia, OJS Exhibit No. 2 

includes footnotes relating to the cost to serve WPCo’s retail customers. 

Fuel Expense and Fuel Handling (OJS Exhibit No. 2. PaPe 1. lines 3.4) 

Q. PLEASE DESCRIBE HOW APCO’S PROJECTED COSTS OF FUEL 

CONSUMED AND FUEL HANDLING WERE CALCULATED? 

The cost of fossil fuel consumed was based on the generation forecast for each of 

APCo’s fossil generating units as projected for the years 2006 through 2008 by 

AEPSC’s Resource Planning Section utilizing the simulation model PROMOD. 

PROMOD utilizes the cost of fuel delivered, as supplied by Company witness Baker, 

scheduled maintenance outages and forced outage factors to determine the level of 

generation required to meet load. 

A. 
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APPAIACHIAN POWER COMPANY 
AND WHEELING POWER COMPANY 

Expanded Net Energy Cast and Requirement 
For the Years 2006 - 2008 

OJS Exhibit No. 2 
Page 1 of 2 

($000) 

Expanded Net Energy Cost and Requirement ($000) 

Fossil Generation (Energy) 
Fuel Expense 
Fuel Handling 

Plus: 
Purchased Power (Demand) 
Purchased Power (Energy) 
Capacity Settlement (Demand) 
Off-System Sales Received from Pool (Demand) 
Off-System Sales Received from Pool (Energy) 
Primary Energy Received (Energy) 
PJM Costs - Excluding Admin (Damand) 
SO2 and NOx Expenses (Energy) 

Less: 
Energy Delivered to Pool for Off-System Sales (Demand) 
Energy Delivered to Pool for Off-System Sales (Energy) 
Primary Energy Delivered (Energy) 
CSW Tie Revenue (Energy) 
Transmission Settlement (Demand) 
3rd Party Transmission Revenue (Demand) 
Off-System Sales Revenue (Demend) 
Off-System Sales Revenue (Energy) 
FTR Revenue Net of Congestion Cosls (Demand) 
Gainl(Loss) on Sale of Allowances (Energy) 

Sub-Total Expanded Net Energy Cost ($000) 

Year Year Year 
2006 2007 2008 

531.855 547,303 523,091 
13.651 13,797 1 1,495 

32,626 31,074 
52,238 59.596 

172.041 181.995 

116.829 117.986 
186,588 157,068 

9.177 10,242 
14.113 22,901 

- 

- 
116,822 119,002 

34 
27,272 29,553 
11,680 32.074 
42,129 27.108 

294,150 275.711 
4.086 
9,135 9,728 

- 

37,704 
41,364 

196,017 

129,302 
205,471 
10,133 
28,445 

- 

- 
122.619 

28,162 
35,771 
26,820 

290,260 

1,124 

- 

- 

621.687 648,608 680,568 

Wyoming-Jacksons Ferry Loss Factor Adjustment (Demand) (5,737) (6,893) 
WyomingJacksons Feny Loss Faclor Adjustment (Energy) 293 339 

Total Adjusted Expanded Net Energy Cost ($000) 621.687 643,164 674,014 

Expanded Net Energy Cost and Requirement (Demand 8 Energy) 

Total Demand 
Total Energy 

155,949 158,392 174,370 
465.738 484,772 499.644 

Total Expanded Net Energy Cost ($000) 621,687 643.164 674,014 

Memo Items: 
Wheeling Purchases (Demand) 
Wheeling Purchases (Energy) 

24,199 24,595 24.809 
41,315 46.527 48,513 
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APPALACHIAN POWER COMPANY 
AND WHEELING POWER COMPANY 

UyMnded Net Energy Cost and Requirement 
For the Years 2006 - 2008 

OJS Exhiblt No. 2 
Page 2 of 2 

Expanded Net Energy Cost and Requirement (GWh) 

Fossil Generation 
Hydro Generation 

Tola1 Generatjon 

Plus: 
Purchased Power 
Off-System Sales Received from Pool 
Primary Energy Received 
Other 

Less: 
Energy Delivered to Pool for OR-System Sales 
Primary Energy Delivered 
Off-System Sales 

Expanded Net Energy Cost and Requirement (GWh) 

Year Year Year 
2006 2007 2006 

Memo Item: 
Wheeling Purchases 

28,676 31,363 30,239 
605 620 626 

29,281 31,983 30,865 

3,454 3,679 3,410 
6,133 5,915 6.2W 
13,361 10.841 12,373 - - 

5,332 5,347 5,121 - 2 - 
8,592 8,341 8,527 

38.305 38.728 39,199 

2.190 2,228 2,255 
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Agreement, which is subject to the jurisdiction of the FERC, regulates the inter- 

company charges and credits for capacity and energy among the AEP Operating 

companies with genesiting facilities (Pool members). The Pool members are APCo, 

Columbus Southem Power Company, OPCo, Kentucky Power Company and Indiana 

Michigan Power Company. 

In accordance with the Pool Agreement, APCo’s capacity settlement charges 

were calculated by multiplying its projected capacity deficit by the equalization rate. 

APCo is a deficit member of the Pool and its deficit position was determined by 

multiplying its Member Load Ratio (MLR) by the total system capacity, and 

comparing that result to its own capacity. The equalization rate is composed of a fixed 

investment rate and a fixed operatingrate based on thecost of the surplus companies. 

To the extent there is more than one surplus company then the deficit companies’ 

equalization rate will be based on the weighted rates of the surplus companies. 

14 OtrSvstem Sales Received &om Pool (OJS Exhibit No. 2. uaee 1. lines 9,101 

15 Q. DEFINE TEE COSTS INCLUDED LN OFF-SYSTEM SALES RECEIVED 

16 FROM TEE AEP POOL. 

17 A. 

18 

19 

20 

In accordance with the Pool Agreement, the cost of off-system sales received from the 

Pool is APCo’s MLR share of the total costs incurred by the AEP System, less its 

MLR share of the APCo-owned generation for off-system sales. This item is APCo’s 

allocated share of the total system cost incurred to make these sales to third parties. 

21 Primary Enerprv Received fOJS Exhibit No. 2. uam 1. line 11) 

1 
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1 Q- HOW WAS PRIMARY ENERGY RECEIVED CALCULATED? 

2 A. 

3 

4 delivering energy to APCo. 

i. 

i In accordance with the Pool Agreement, the charges for primary energy received were 

pried at the average variable cost (fuel + % maintenance expense) of the company 

5 P<2) 

I/ 

6 Q. 

7 ADMIN”. 

8 A. 

9 

10 

11 

DESCRIBE T€fE COSTS INCLUDED IN “PJM COSTS - EXCLUDING 

This value is the forecasted cost of operating within the PJM environment (the benefits 

of PJMmembership are embedded in other components of ENEC). Included are 

estimated exit and SECA (Seams Elimination Cost Assignment) costs. Exit costs are 

for fin and non-firm, point-to-point transmission costs to transfer power within PJM. 

12 

13 

SECA costs are transitional costdrevenues approved by FERC for the recovery of lost 

revenues associated with the elimination of rate pancaking between PJM and the 

14 Midwest ISO. 

15 SO? and NO, Exoensa (01s Exhibit No. 2. page I ,  line 13) 

16 Q. DESCRIBE THE COSTS INCLUDED IN “SOz AND NOx EXPENSES”. 

I7 A. 

18 

19 

20 

“SO2 and NOx Expenses’’ include the costs of consumed emission allowances and 

chemical consumables used to minimize emissions. The expenses associated with SO2 

have been estimated pursuant to the methodology established in the FERC-approved 

AEP Interim Allowance Agreement (MA). NOx expenses are projected to be zero 
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during the forecast period ending December 3 1,2006. Other expenses for 

consumables include, but may not be limited to lime, limestone, urea and trona. 

3 Energv Delivered to Pool for Off-Svstem Sales (OJS Exhibit No. 2, naee 1. lines 15.16) 

4 Q. PLEASE EXPLAIN ENERGY DELIVERED TO POOL FOR OFF-SYSTEM 

5 SALES. 

6 A. The credits associated with the energy delivered to the Pool for off-system sales are 

7 

8 

9 

10 

the cost of APCo's generation or purchases assigned to those sales. Those credits 

were reduced by APCo's MLR share of its own generation used for off-system sales in 

order.to prevent recording a sale of energy to itself. This component of the Pool 

reduces the ENEC for costs incurred by APCo, but assigned off-system. 

1 1 Primarv Energv Delivered (OJS Exhiiit No. 2. naee 1. line 17) 

I 
I 

12 Q. DESCRIBE HOW PRIMARY ENERGY DELIVERED IS CALCULATED. 

13 A. 

14 

15 

16 

17 Pool in 2007. 

To the extent APCo has energy available for other member companies during an hour, 

PROMOD would sell that energy to the Pool. APCo would be reimbursed based on 

its average variable cost of production (fuel + % maintenance expense). No such sales 

are projected for 2006; however, a minor level of energy is projected to be sold to the 

18 

19 Q. PLEASE EXPLAIN CSW TIE REVENUE. 

20 A. 

21 

CSW Tie Revenue (OJS Exhibit No. 2. naee I ,  line 18) 

To the extent that AEP's east zone has available power to sell to AEP's west zone, the 

power is sold between zones at mark& prices. The FERC-approved AEP System 
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Integration Agreement governs these inter-zone transactions. When such transactions 

occur, the east companies generating for the sale are reimbursed for their costs and 

receive their MLR share of the margin generated by the sale. The value on line 18 is 

the projected amount for sales to the west zone of AEP. 

5 Transmission Settlement (OJS Exhibit No.2. aage 1. line 19) 

6 Q. 
I A. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

EXPLAIN HOW THE TRANSMISSION SE'ITLEMENT IS CALCULATED. 

APCo's transmission settlement revenue is calculated in accordance with the FERC- 

approved AEP Transmission Equalization Agreement (TEA). The TEA regulates the 

interampany charges and credits for high-voltage.transmission investment among 

the same AEP Operating companies which are parties to the Pool Agreement. In 

accordance with the TEA, APCo's transmission revenue is calculated by multiplying 

its projected transmission investment surplus by its carrying charge rate. With the 

completion of the Wyoming-Jacksons Ferry line in mid 2006, APCo is projected to be 

a surplus member of the transmission pool and its surplus position is determined by 

multiplying the MLR by the total system investment, and comparing that result to its 

own investment. 

17 Third Partv Transmission Revenue (OJS Exhibit No. 2. Dage 1, line 20) 

18 Q. EXPLAIN HOW THIRD PARTY TRANSMISSION REVENUE IS 

19 PROJECTED. 

20 A. 

21 

Third party transmission revenue consists of fees paid to the AEP east companies for 

use of their transmission lines. The AEP east companies are reimbursed in accordance 
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with the FERC-approved OATT (Open Access Transmission Tariff) and APCo shares 

in these reimbursements based on its MLR. 

3 Off-Svstem Sales Revenue (OJS Exhibit No. 2, DWC 1. lines 21.22) 

4 Q* 

5 

6 A. 

7 

8 

9 

10 

1 1  

12 

13 

DESCRIBE HOW REVENUES FROM OFF-SYSTEM SALES WERE 

DETERMINED. 

Revenues from the various components of off-system sales were developed on a 

System basis with APCo receiving credit for its MLR share of such revenue. 

Specifically, the revenues were based on the kwh sales levels included in the AEPSC 

Load Forecast. Revenues related to known off-system sales were developed in 

accordance with the terms of the specific existing agreements goveming those known 

off-system sales. The remaining sales are assumed sales with unknown parties. The 

revenues for such sales assume the recovery of costs incurred to make the sale along 

with a forecast of net realization or margin. 

14 FTR Revenue Net of Coneestion Costs fOJS Exhibit No 2. Dam 1. line 23) 

15 Q. PLEASE EXPLAIN FTR REVENUE NET OF CONGESTION COSTS? 

16 A. 

17 

18 

19 

20 

Within the PJM RTO, members receive FTR revenues and incur congestion costs, 

which may or may not offset each other. FTRs are financial instruments, which entitle 

the holder to receive compensation for certain congestion-related transmission charges 

that arise when the grid is congested. APCo’s share of FTR revenues is forecasted to 

exceed its congestion costs in 2006 by approximately $4 million. 

21 GainNLoss) on Sale of Allowances (OJS Exhibit No. 2. DaEe 1. line 24) 
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1 Q- 

2 ALLOWANCES. 

3 A. 

4 

5 

6 

7 allowance transactions. 

8 

9 Q. DESCRIBE THE WYOMINGJACKSONS FERRY ADJUSTMENT. 

EXPLAIN WHAT IS INCLUDED IN GAIN/(LOSS) ON SALE OF 
~ 

Gain/(Coss) on Sale of Allowances includes the proceeds from the sale of withheld 

allowances in the annual EPA auction, gains associated with the reallocation of 

allowances related to the Gavin Scrubber and gains associated with market sales of 

allowances. The provisions of the previously mentioned IAA also govern these 

I 

Wvominp-Jacksons Fern, Coss Factor Adiustment (OJS Exhibit No. 2. DaPe 1. lines 26.27) 

10 A. 

11 

12 

13 

14 

15 

16 Q. 

17 ENDING 2006,2007 AND 2008? 

18 A. 

19 

20 

21 

When the demand forecast was developed, the level of line losses was based on 

historical relationships prior to the completion of the Wyoming-Jacksons Feny line. 

The benefits of the line will begin immediately when the tine goes into service; 

however, the 58MW reduction in APCo’s peak demand will not be realized until the 

expected winter peak in January 2007. The amounts on lines 26 and 27 are a 

quantification of APCo’s reduced MLR. 

WHAT ARE THE PROJECTED ENEC AMOUNTS FOR THE PERIODS 

AS shown on OJS Exhibit No. 2, APCo’s projected ENEC for 2006 is $621.7 million 

and 38,305 GWh; for 2007, $643.2 million and 38,728 GWh; and for 2008, $674.0 

million and 39,199 GWh. I have provided this information to Company witnesses 

Eads and Ferguson for their use. 

1 
1 
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November 19,2004 

Elizabeth O'Domell, Executive Director 
Public Service Commission of Kentucky 
21 I sower Boulevard 
P.O. Box615 
Fmkfort,Kent~cky 40602 

Attention: Mr. Isaac S. Scott 

Subject: Monthly Environmental Surcharge Report 

RECEIVED 
NOV I 9 2004 
puBucswvIcE 
COMMWSKN 

Pursuant to KRS 278.183(3), Kenlucky Utilities Company (KU) files herewith the 
original and 5 copies of its Environmental Surcharge Report for the month of October 
2004. 7x1 accor&ance with the Commission's O n k  in Case No. 2000439, KU has 
included the calculation and supporting documentation of the Environmentai Surcharge 
Factor effactive during the December 2004 billing month. 

RobcrtM.Conroy 
Managrr, Rates 

Enclosures 



W Form 1.0 

I 
i 

! 
r 

i 

KENTUCKY UTILITIES COMPANY 
ENVIRONMENT& SURCHARGE REPORT 

CESF. fmm ES F m  1 .I 
BESF, from Case No. 2oMM0430 

MESF 

a 3.15% 
t 0.30% 

2.85% - - 

Date Subtnllted: Nwmber 1% 2004 



ES Fcm, 1.00 

KEWTUCKY VnllTIES COMPANY 

i 
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KPCO CAPITALIZATION AND COST OF CAPITAL 
TESTYEAR ENDING 613012005 

KPCO Capitalition, Cost of Capital, and Grow Revenue Convenlon Factor Per Filing 

KPCO 
Per KPCO KPCO Reapportioned Kentucky 

Book Proforma Adjusted Adjusted Capital Component Weighted Grossed Up Jurisdictional Revenue 
Baiana Adjustments Capitaliiation Capitaliiation Ratio Cosk Avg Cost COSt Factor Requirement 

Short Tenn Debt 3,350,473 3,350.473 3,374,508 0.39% 3.34% 0.0131% 0.0131% 99.00% 112,111 
Long Term Debt 487,716,122 (3,921,902) 483,794220 487,264,770 56.55% 5.70% 3.2232% 3.2384% 99.00% 27,626,957 
Acds Receivable Financing 30,139,598 30,139,596 30,355,608 3.52% 2.99% 0.1053% 0.1058% 99.00% 902,830 
Common Equity 331,354,481 6,923,708 338,278,189 340,704,864 39.54% 11.50% 4.5469% 7.5736% 99.M)% 64,609,239 

Sub Total 649,210,201 6,352,279 855,552,480 861,699,950 100.00% 90.93% 93,251,138 

Job Development Tax Cradd 6.137.470 6.1 37,470 

Total Capdal 855,347,671 6,352279 861,699.950 861,699,950 100.00% 

KPCO CapMkatiOn, Cost of Capltal, and Orour Revenue Conmcslm Factor Adjusting CapitalkaWII for: 
Capitalization Adjustment 1 -Reduction to Reflect 13 Month Average M&S Inventory 

10.93% 93,251.138 

KIUC 
Adjusted 

KPCO Reapportioned KiUC 
Reapportioned KIUC Capitaliiation Adjusted 

Adjusted Pmforma After Capital 
Capitarkation Adjustment I Adjustment 1 Ralio 

Short Term Debt 3,374,508 (2.210,oM)) 1,164,448 0.14% 
Long Term Debt 487,264,770 - 487,264,770 56.69% 
Accts Receivable Financing 30,355,808 30,355808 3.53% 
Common Equity 340,704,864 340,704,864 39.64% 

Total Capital 861,699,950 (2,210,060) 859,489,890 100.00% 

Kentucky Incremental 

cost Avg Cost Cost Fador Requirement Requirement 
Component Weighted Gmssed Up Jurlsdiclionai Revenue Revenue 

3.34% 0.0045% 0.0045% 99.00% 38,687 (73.425) 
5.70% 3.2315% 3.2468% 99.00% 27,626.957 
2.99% 0.1056% 0.1061% 99.W% 902.830 
11.50% 4.5586% 7.5931% 99.00% 64,609,239 

7.90% 10.95% 93 177713 (73,425)- 
___--I___ -- 



KPCO CAPITALEXTION AND COST OF CAPITAL 
TEST YEAR ENDING 6130/2005 

11. KPCO CapltalMion, Cost of Capital, and Gross Revenue Conversion Factor Adjudng Capitalizalion for: 
Capitalization Adjustments 1 8 2.  Removal oi KPCO's Rellabllity Capital Adjustments 

KlUC KlUC , 
Adjusted Adjusted 

Profoforma 
incremental 

Revenue 
Factor Requirement Requirement 

99.00% 32,154 (6,532) ShofiTem Debt 1,164,448 (196,622) 967.826 0.11% 324% o . ~ a a %  0.0038% (180,397) 
99.M)% 27,446,560 5.70% 3.2312% 3.2465% 56.69% 

30,355,808 3.55% 2.99% 0.1063% 0.1068% (409.924) 
487,264.770 (3,181.718) 484,083,052 

99.00% 64.199.315 

Long Term Debt 

39.64% 11.50% 4.5591% 7.5939% 
A& Receivable Financing 30,355,808 
Common EquW 340,744,864 12.161,6W) 338.543.204 

Kentucky 
ReappoItiQned Reapportioned KlUC 

Capitatiation Adhied capitalhation KlUC 
Capital Component weighted Grossed up Jurisdictional Revenue 

Cost 
Aner 

Avg COSt Cost 
After 

Adjustment 1 Adjustmnt 1 Adiustment 2 Ratio 

99.00% wz.a30 

10 95% 92,580,859 (596.854) 7.90% 
-iSIcI== 

100 00% T O I ~  Capital 859,489,890 cs.sco.ooo) 853.949,890 

J. KPCO Capltalizatbn. CMt of CaplWl, and G r o u  Revenue Conversion Factor Adjustlw Capltalirstion for: 
CapiWllzaticn Adjustments 1.2 a 3 -Recognize Additional PBNlon Funding in 2005 

KIU- KIUC 
I 

Adjusted Adjusted 
ReappoItioned Reapportioned KlUC Kentucky Inaemental 
Capitaliiilon KIUC Capitellation Adjusted Revenue 

Fedor Requirement Reauirement 
proforma 

Adjustment 2 Adluslment 3 Adiustment 3 
Component Weighted Grossed up Jurisclidionai Revenue 

cost 
capital 
Ratio cost 

After 
AVQ Cast 

After 

99.00% 31.925 (2s). 
(195,786) 

(6,440) 
(457.957) 

3.34%. 0.0038% 0.0038% 
5.70% 3.2312% 3.2455% 
2.99% 0.1063% 0.1068% 

11.50% 4.5591% 7.5939% 

99.00% 27,250,774 
99.00% 896.390 
99.00% 63,741,358 

0.11% 
56.69% 
3.55% 

39.64% 

960.922 Shorl Term DBM 967,826 (6,944) 
484,083,052 (3,453,136) 480,629316 

(216,539) 30,139,269 
Long Term Debt 
~ c c t s  Rearivabk Financing 30,355,808 
Common Equity 338,543,204 (2,414,949) 336,128255 

7.90% 10.95% 91,920,447 . s L  
__I_- 

100.00% Total Capital 853.949.890 a 4 7 . w ~ ~  _I__ 



KPCO CAPITALIIATION AM) COST OF CAPITAL 
TEST YEAR ENDING 615012005 

1. KPCO Capttalintion, Cosl of Capbl. and Gross Revenue Conversion Factor AdJrriUng Capibliwllon for: 
Capitallration Adjustments 1,Z.S 6 4 ~ Remove Prim Delernl of RTO Fnmatlon COm 

KlUC KlUC 
Adiusted Adjusted 

Reapportionad ReappoNoned KiUC 
Capitalhaion KlUC Capitalizaiiofl Adjusted 

Affer Profma ARer CapRal 
Adjustment 3 Adiwmnt 4 Adiustment 4 Ratio 

Short Term Debt 960,922 sSo,922 0.11% 
Long Term Oebt 480,629,916 - 480,629,916 56.73% 
Accts Receivable Financing 30,139.269 - 30,159,289 3.56% 
Common Equily 936,128,255 (en.767) w,450,4ea 39.W~ 

847 858 362 847,180,595 lOO.W% - Total Capital 

Kenhlcky incremental 

cost Avg Cost cost Factor Requirement Re4 uiremnt 
Component Welghled Grossed Up Jurisdwinai Revenue Revenue 

3.34% 0.0038% 0.0038% 99.00% 31.925 
5.70% 5.2330% 3.2491% 99.00% 27,250,774 
2.99% 0.1(164% 0.1069% 99.oD% 896.390 

SS.W% 83,612,851 (128.528L 11.50% 4.5536% 7.5846% 

7.m 10.94% 91,791,920 a 
-7 

$1. KPCO Capibli i t ion and Cost of Capital: Gross R m n u s  Convenion Faear Adjusted to Reduce Capi(alIzati0n and to Remove ON and M TaXeS 

KlUC KIUC 
Adjusted AdiUsted t(0WCky Jncremental 

Keapprlioned Capital Component Weighted Grossed Up Juri&iiional Rev@nue Revenue 
Capitaliition Ratio Cost Avg Cost Cost Factor Requirement Requkement 

snon Term Debt 
Long Term Debt 
A& Receivable Finandng 
Common Equty 

Total caphzl 

960,922 0.11% 3.34% 0.0038% 0.0038% 99.00% 31.925 
480,629,916 56.73% 5.70% 3.2338% 3.2491% SS.W% 27,250,774 

30,138,269 3.58% 2.99% a.iw% o.i06s% 98.00% 896,390 
935,450,488 39.M)% 11 SO% 4.5538% 7.568$% 99.00% 63,477,986 (134,843L 

84?,~80,595 1OO.W% 7.80% 10.93% 91,657,977 (134.843)- 
-_I___ 



KPCO CAPITALIZATION AND COST OF CAPITAL 
TEST YEAR ENDING 6/3012005 

Wl. KPCO CapitalizaUon and Cost of Capita(; GrDss Revenue Conversion Factor Adjusted to Reduce Capltalhtion, Remove OH and WV Taxes and 
Reflect Kentucky Tax Rate ReducUon 

Short Term Debt 
Long Term Debt 
Accts Receivable Financing 
Common EquW 

Total capital 

lnaemental 
Reapportioned Capkai component Weighted Grossed Up Jurisdictional Revenue Revenue 
Capitalization Ratio CCSt Avg Cost cost Factor Requirement Requirement 

960,922 0.11% 3.24% 0.0038% 0'0038% 99.W% 31,925 
480,629,916 56.73% 5.70% 3.2338% 3.2491% 99.00% 27,25O,i74 

3.56% 2.99% 0.1(164% 0.1069% 99.00% 896.390 
(875.2981 335.450486 39.60% 11.50% 4.5538% 7.4880% 99.00% 62,802,690 

847,180,895 100.00% 7.90% 10.85% 90.98i.ng (675,298l 

KIUC KIUC 
Adjusted Adjusted Kentucky 

30,139,259 

- -=__.lj 

Vlfl. KPCO Capitallmtlon and Cost of Capital: Gross Revenue Conversion Factor Adjusted to Reduce Capitalization, Remeve OH 8 W Taxes, Reflect Kentuchi 
Tax Rate Reducfion, and include WSS Deductiorts 

Inereremental 
Revenue Reapportioned Capltal Component Weighted G r o w d  Up Jurisdidionel Revenue 

CapitalSation Ratio cost Avg Cost cost Factor Requirement Rmuirement 

KIUC KIUC 
Adjusted KentuW Adjusted 

Shotf Term Debt 
Long Term Debt 
Ams Receivable Financing 
Common Equity-Produaion 
Common Equi!y.Non Pmductiin 

960,922 0.11% 3.34% 0.0038% 0.0038% 99.00% 31.925 
5.70% 3.2338% 3.2491% 99.00% 27,250,774 

30,139,269 3.56% 2.99% 0.1064% 0.1069% 99.00% 896,390 
480,629,916 56.73% 

116,621,910 13.77% 11.$0% 1.5831% 2.5379% 99.00% 21,285,512 (546.320) 
218,828,578 25.83% I 1.50% 2.9705% 4.8a4a% 99.00% 40.96a.858 

90 433 459 548.329 Total Capital 847,180,595 ___^T 100.00% =IxE13- 7.90% 10.78% .L 

IX. KPCO Capitaliration and CDst of Capital; Gross Revenue Conversion Factor Adjusted to Reduce Capitaliration. Remove OH 8 WV Taxss, Reflect Kentuchi 
Tax Rate Reduction, lnctude $199 Deductions, and Adjust ROE 

KIUC 
Incremental 
Revenue Reapportioned Capital Component Weighted Grossed Up Jurisdictional Revenue 

Capitalization Ratio cost Avg Cost cost Factor Requirement Requirement 

KIUC 
Adjusted Adjusted Kentucky 

Short Term Debt 
Long Term DeM 
A& Receivable Financing 
Common Equity-Production 
Common Equ'Ry-Non Production 

Total Capital 

960,922 0.11% 324% 0.0038% 0.0038% 99.00% 31,925 
480,629.916 56.73% 5.70% 3.2338% 3.2491% 99.00% 27.250.774 

99.00% 896.390 
116,621,910 13.~1% 9.35% 1.2871% 2.0634% 99.00% 99.00% 33,309.463 17,306.047 (3.979.485) 17,659,3951 
218,828,578 25.83% 

30,139,269 3.56% 2.99% 0.1064% 0.1069% 

9.35% 2.4151% 3.971 5% 

78.794398 (11.63s.ffiO2. a47 180 595 100.00% f.05% 9.39% 
I__- - - 
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20050904-3016 Issued by !i'ERC OSEC 04/04/2005 in Docket+: ACO4-101-000 
I 
I 

KPSC case No. 2005ME141 
KlUC 2nd set Data Requests 

Item No. 33 
Pass 11 oi l2  

i 
e l  

HDJBALENERGY REGULATORY COMMISSION 
WASHINGTON, D.C. 20426 

In Reply Refer To: 
OMlR-CA 
DWket NO. Ac04-101-MX) 

4i4i05 

American Klsctric Power Swvice Corporation 
Attention: Leonard V. Assante 
Vice President Regulatory Accounting Services 
1 Riverside Plaza 
COl~bUS, Ohio 43215-2373 

Thank you for your August 27,2004 letter, on behalf of certain of American 
Electric Power Company, Inc.'s public utility electric operating companies (AEP), asking 
us to approve your request to transfer regional transmission organization @TO) start-up 
and integration costs, inclusive of mlated carrying charges, from Account 186, 
Miscellaneous Deferred Debits, to Account 182.3, Other Regulatory Assets.' You also 
request authorization to amortize a portion of the regulatory assets on a straight-line basis 
over a period of 15 years beginning January 1,2005, and to defer a wrying charge in 
Account 182.3 on the unamortized balance of the regulatory assets until the & f e d  
costs are fully amortized. 

Your pposed accounting is approved. This a roval i s  for accounting purposes 
only and is not detenninative for ratemaking purposes. T 

AEP's o p t i n g  companies subject to this request include Appalachian Power 
Company, Columbus Southern Power Company, Indiana Michigan Power Company, 
Kentucky Power Company, Kingsport Power Company, Ohio Power Company, and 
Wheeling Power Company. 

disallowed costs should be charged to Account 426.5, Other Deductions, at the time of 
the disallowance. 

If rate recovery of all or part of the defend costs is later disallowed, the 



20050404-3016 Issued by FERC OSEC 04/04/2005 i n  Docket#:  ACOO-101-000 
KPSC Case No. 2005.00341 
KIUC 2nd Set Data Request5 

Item No. 33 
Page 12 of 12 

This letter order constitutes final agency action. To request that the Commission 
I rehear your me, you must ffle a request within 30 days of the date of this letter order 

(see 18 C.F.R. 0 385.713). i 
Sincerely, 

James K. Guest 
Chief Accountant 
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FEDJBALJWRGY REGUMTORY C O W S I O N  
U’MHINGl9N. D.C. 20426 

In Reply Refer To: 
OMTR-CA 
DWket No. AC04-101-OOO 

4/4/05 

American Electric Power Service Copration 
Attention: Leonard V. Assante 
Vice President Regulatory Accounting Services 
1 Riverside Plaza 
ColUmbus, Ohio 43215-2373 

Thank yon for your August 27,2004 letter, on behalf of certain of American 
Electric Power Company, Inc.3 public utility electric operating companies (AEP), asking 
us to a p v e  your request to Wsfer regional transmission organization @TO) start-up 
and integration costs, inclusive of related carrying charges, from Account 186, 
Miscellaneous Deferred Debits, to Account 182.3, Other Regulatory Assets.‘ You also 
request authorization to am0fiiz.e a poxtion of the regulatory assets on a straight-line basis 
over a period of 15 years beginning January 1,2005, and to defer a carrying charge in 
Account 182.3 on the unamortized balance of the regulatory assets nntil the deferred 
costs are fully amoaized 

Your proposed accounting is approved. This a mval is for accounting purposes 
only and is not deteuninative for ratemaking purposes. PP 

AEP’s opxating companies subject to this request include Appalachian Power 
Company, Columbus Southern Power Company, Indiana Michigan Power Company, 
Kentucky Power Company, Kingsport Power Company, Ohio Power Company, and 
Wheeling Power Company. 

’ If rate recovery of all or part of the deferred costs is later disallowed, tbe 
disallowed costs should be charged to Account 426.5, Other Deductions, at the time of 

j the disallowance. 
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This letter order constitutes hnal agency action. To quest that the Commission 
rehear your me, you must fie a request within 30 days of the date of this letter order 
(see 18 C.F.R. 5 385.713). 

sincerely, 

. .  I .. ..., 
, ., . . I  

. . .  .:.. : i  . , . . .  . ,  

.' . 1 .., 
. .. , . ,  

lames K. Guest 
Chief Accountant 
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November I, 2005 

ORIGINAL 

i 

Honorable Magalie Roman Salas, Scoremy 
Fedcral Energy replatory Commission 
888 Fint Street, N.E. 
Washington, D.C. 20426 

Re: American Electric Powcr scruic+ Corporation 
met NO. ERW&IOO 

I. INTRODUCTION 
-\ American E l d c  Power Service Corpnation. on W f  of certain openuing companies of the\ 

American Electric Power syslan' (collectively "AEP") submim for f ibg  an original and five 
oopiea of a PropWaf amendment to the System Inlclpation Apcmcnt ('SIA"') among the 
indiceted operating companies. The SIA was sazpal for Wing by the Commission in 2000 in 
Docket No. ER98-2770. 7hc proposed amendment is being made in accordance with the tmns 
ofthe SIA. 

11. BACKGROUND 

AEP is a multi-state electric utility bolding unnpany systao, providing service st raail Md 
wholesale to custbmcn in par& of dmn statp, Prior to 2000, the AEP system Consisted of 
scvenopcratingcompMiwprovidineJaviceinpsrtrof~svenstlt*,-APCOinVirsinlaand 
Wen V w a ,  i&M in Indiana and Michigan, KPCO in Kcnhroky, OPCO and CSP in Ohio, 
whcclig Power Company in West Virlphia md KinpPpDlt Power Cumpany in Tmcssec. As a 
public utility holding wmpany systan registered under the Public Utility Holdin8 Company Act 
of 1935 ("PUHCA") the AEP system WIW plennui and operstcd on an integrated basis, p m t  

~ T h c ~ ~ p . A E p T Q u ~ c c m p l n y ~ ~ ~ A E p T a c a N o n h c m p p l n y c M c * ) , A p p r * l c b t a  

, 
' 

' 

PowoCIlmpmyP1APCO").~~SwtbcnPORI~C~~'),ladionM*bigu,POarerComp.ay 
claM"t, ~~paarercarpuy~~7,(HdopoaercomplllyCyIpco'),pvtruc scrvkacompnrof 
Ol*hrrm.~PSw~rad S u U h w a k n l E l a r r i c P o w C w y u n y ~ .  ~ ~ P O a r e r C ~ U r d  
Kingrpon P o w  Campay o m  no prwa myply h i l i i  .nd m mt pui&a (0 fk SIA. 

W A S H I N C . T O N  N I Y Y O R K  P H 0 L h ; l X  LOS ANCLLLS , LOXDON B R t l S S t l . S  
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Honorable Magalie Roman Sdas, sca*nty ST E PTOE &JON N SO N UP 
Novnnba 1. 2005 
Page 2 

to M lntmnnection Agreement dated IU of July 6,19541~ amended (“East Pool Agncmenl”). 
In ZOW, AEP muged with the fme? central and South W e  (“CSW”) System a rcgistacd 
el&c utility holding company sptm Conristing of four Opaating companies providing service 
in parts of four states - SWEPCO in Arkam& Louisiana and Texas, PSO in Oklahoma and TCC 
and Th-C in Texas. The CSW systan wan planned and operated on an integrated basis p\nsuwt 
to the CSW opaaling Alp&ment, dated IU ofJanuary 1,1997. as ammded (‘WcsI Pool 
Agnement”). 

in Mard, 2o00, the Commission approved the AEPlCSW merger, subject to cutein conditions 
not ha :  pertinent. I\J part of its appmval of the merger, the Commission found the SIA, with 
&n modifications ordered by the Commission, to be j\ut and nmonable? The SIA providcs 
for the wordbation of power supply nsounr, of the prc-merger AEP opasting C0mpSnieS 
(“East Zone Companies”) with tboJc of the fma CSW compaajes (“west Zone Companies”) 
to the extent aohieMble given SMilSblc ElansmisSion capabilitybetwan the two zones. The SIA 
is 8 supp~ement, not a substitute for, the Eagt Pool Agreement and the West Pool Agnxment. In 
other words, it is a “bridge agpxment”behveen the Easl and West pool agnements. The two 
pool agreements wcn preserved iatsa to avoid coa shifts among the operating compenies and 
zones and to reflect the existing ownership of gencnuing units. 

The SIA provides for the distributioa of carain costs and benefi8 between the East and West 
Zones. while the existing pool bgrccments continue to control the distribution of costs and 
benefits within each zone. Under this afm&~~, the wsts of gemrating capacity in the East Zone 
are sbarul among the opaating companies in that zone, and the costs of generating capacity in 
the West Zone m shared among theopedng companies in thst mne. Ihe SIA provides for the 
transfa of capacity and enngy W e e n  the two mnes when such transfeR m economical afta 
loads are served in each zone, l i i  by trsnSmission availability between the zones. As 
specifically relevant here, it also provides for the sharing of the profits associated with off- 
system trading and mnrketing activities. 

The SIA Contains four s d o c  schedules: Schedule A which governs the allocation of capacity 
and purdmsui power am, Schedule B wbich g o v m  pricine of syatern w p d t y  ucchsnges; 
Schedule C which governs pricing for sycdem cmgy exchanges; and Schedule D which governs 
the dloccUion of Tmdiig and M&&g R ~ l i i t i ~ n ~ ” ,  i.e., nct nvenues or margins fmm off- 
systcem sales. 

111. SCHEDULE D - ALLOCATION OF TRADING AND MARKETING 
REALIZATIONS 

AEP proposes to amend only Service Schedule D. Under the nunnt)y effective Semi% 
Schedule D, margins fmm long-term off system sales (sale of one year or mom entered into prior 
to the merger) are directly assirpled to the Zone in which such sales originated. Margins fmm alt 
other transsctiom are all& according to a two-tie system. Thc fimt tier uscs relative 

i 
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historical levels of margins in a Base Yau, &tined 89 the twelve calendar months befm the 
coMummatl 'on of the merger. B d  on such historical npaimce, appoximately 91% of !he 
fust-tier margins arc alloataf to the East Zone and 9?? to the West, The semnd tier consists of 
margins above Base Year kve1s, which an allocated basat on gcnaating capacity owned by the 
wmpania in each zone - resulting in a ment allocation of lrpproximatcly 71% to the East 
zone and 29?? to the west. 

Service Schedule D, unlike the other Service Schedules, contains a "mset" pmvision, calling 
for a zwaluation of the allocation of T d i n g  and Marketing Rdizations after five yam' 

ST E P T 0 E & J0 H N s 0 N UP 

I 

1 

npaimce. The Schedule p v i k  

This allocation of W i g  Wet nalization shall k in effact until the lapt day of 
the fifth full calendar yau following the mwvmmation of the merger. At least 
sixty days prior to the day specified in the pcCaiing sentence, Agent shall file 

allocate W i g  market realizations thacaiter, suppormi by evidence 
demonstrating the justness and naronableaes~ of the filed methodology, (SIA, 

Since the merger was consummated in June, 2000, the filing required by section D-3 must be 
made by Novanba I ,  2005. 

The sunset provision WIU added &!I a d t  of a stipulation between the merger applicants (AEP 
and CSW) and the Commission Trial SM, bsped on a w m  of the Staff, that, inter u/h, the 
base period allocation " d d  baome stale or inappmp&~.'~ This pvisim thmfore rdlects 
an agreement that, a h  the initial five-pr paid, the allocatioa of tnding and markaing 
revenues would k modified, if and as naaruny, to reflect updated actual expricnoc. 

IV. AEP'S PROPOSED AMENDMENT 

I 

, with the FERC undrx Seetion 205 of the Federal Power Act the mahodology to 

Schedule D-3, Orjginal Sheet NO. 36). 

1 

As arntemplsted by the suwd provilon discuwx) above, AEP haJ wdwed a d  upcrience 
during the fust five yuus of the merger. B w d  on that duntion, AEP proposes to revise the 
method of allocating Trading and Marketing Rditions. The pIoposcd mahad would rctain 
the existing arrangement until the end of the month in which thc Commission issues an order 
accepting or approving a revised mcthod for allocating thae RealiZa(i0tu that is no longer 
subject to suspension or potential refund. Thaeefter, it would allocate margins bawd on a direa 
assignment method in lieu of using himrid cxpuiara fium I I  tcst period and owned gcnaation 
11s a proxy for actual sales. Under this direct assignment methodology, Trading and Mtwketing 
Realizations will be sllocsttd to thc zone in which the undatying tranractiorw dccumd or 
originated. DcJuiptions of the diza t iom that will be allocated to each zone an described 
blow: 
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la) AEP East Zon c - Trading and Markeiing Rditations allocated to the AEP East 
Zone include the following: (1) Tnding and Marketing Realizations resulting from Tradiag 
and Marketing Activities at l d o ~  served by either the regional transmission or(taniZati0n 
PJM IntmnncUion, L.L.C. (“PJh4”) or the Midwest lndcpendcnt Transmission System 
Operator, lnc. (“MISO”);‘ (2) Trading and Markehg Realizations nsulting h m  Trading 
and M n r k b g  Activities at othcr locatio~ that an initidly assigned to originate or taminate 
within PJM/MISO and an ultimately settled financially without physical delivay or lltr 
senled with power from a 1 0 ~ ~ ~ 0 0  diffixcnt thrn PJM/MISO. 

AEP West Zone -Trading and Marketing R d i m  allocated to the AEP West 
Zone include the fbllowing: (1) Trading and Marketing  realization^ resulting fiwn ‘Tbding 
and Marketing Activities at locationS saved by either the Electric Rdisbility Council of 
Texas (“ERCOT“) or the Southwest Power Pool CSPP”); (2) Trading and Marketing 
Realizations resulting h m  Trading and Marketing Activities at otha locations that an 
initially assigned to originate or terminate within either ERCOT or SPP and arc ultimately 
settled financially without physical delivery or an settled with power from M area diff-t 
than ERCOT or SPP. 

(c) Any Trading and Marketing activities that originate in either the AEP East or 
West Zone and terminate in the otha zone shsll be assigned to the originntion zone. 

fd\ AEP East Zone and AE P West Zone - Any Trsding and Marketing Rtaljzations tha~ 
cannot be direaly assigned to either the AJiP East Zone or AEP West Zone bascd on the above 
criteria, will be allocatal between the two zones. Such allocation wilt be based on the d o  of 
cach zone’s Tnding and Marketing Rcalizarionm for the ovmnt month unda (a), (b) and (c) 
above plus each zone’s totd Trading and Marketing Realizations for the previous dnrm (1 1) 
months, excluding any months that occumcd prior to the effective date of this Revised Schedule 
D. 

V. EVIDENCE THAT THE PROPOSED ALLOCATION IS JUST AND 
REASONABLE 

Schedule D-3 provida that the required Section 205 filiig must include “wideace demonstrating 
the justnw and rtasmableaw of the propod methodology." AEP submits h d t h  the 
affidavit of J Craig Baker, Senior V i a  Presideat - Regdotory Services for American Electric 
P o w  Service Corporation. Mr. Baker discursos how the proposed direct awignmcnt method is 
jwt  and rrssonsblc becsuse it dects, more (LcNI1I1cIy than the two-timed mahod wrcntly in 
effect, the relative contribution to sy~rcm yla nvmufil of the two zones. Tbe prrsent method 
was a m d y  found just and rrssonsble by the commission b a d  on a pmxy that was 
ressonable bascd on the fans available at the time of the merger. However, the proposed 
mahod doa not rtly on proxies and has the d i e d  advantage of refl&.hg d expaicnce 

‘ ~ u s t ~ C i m p m a m m s m b c n o f P l h f .  PIMmdMlSOPeinrhgmcarof&vclop@~join(md 
commonmmivx .nd,punumt l o c o n m i u h d h ~ ~  ukat mpJ I(eplb0v.nllhllsD.i. includiqj dm 
Climinslion of t)fmugh ad out r u u  in UIC combii  PIM/MISO qion md dcwlopw~~ ofi Iomt OpermnB 
Agrumu~l knmn MIS0 end PJM. 
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during the time period in which reatizdtions cnr bcing sllocatd. Mi. Baker explains how 
changed cimrm~ta~xs since the time of the merger make the use of a static allocation 
methodology, as wed in the tint tier, and an allocation b d  on gcncration oapacity as in the 
scwnd tia, less mflective of achlal Coatributions of the zones to W i g  and Marketing 
RcalitS(i0ns than the proposed method. In addition, since the Earc md West Pool Aprrancnw, 
which m a i n  inlael, allocate the cwts of g d n g  Fapacity d i d y  to each zone (accept as 
involved in surplus capacity acchangw b w a a  the two zones) a direct assignment of the 
margins made possiile by the existence of such genefation is highly Cgrpropriatc. Finally, Mr. 
Baker explains that the proposed methodology automatically sddnsscs inherent d i f f m u s  
between the system agnancntJ and m t  settlements that am unique within the Easi and West 
Zones that result m inconsistent treatment of allocations under the current formula. ln sum, Mr. 
Baker explains that the proposed methodology is wnsistmt with the purpose of the SIA to 
provide, fnter alia "an equitable sharing of the benefits and wsts of such coordinated 
arnmgements." 

Mr. Baker also diread the preparation of Exhibit 1 to this filing, comparing allocations that 
d in the 12 months ended frmc 30,2005 under the ~nrent methodology with those that 
would OCCUI under the proposal dimat & p e n t  mabod. 

Vi. STATUS OF ERCOT OPERATING COMPANIES 

The data submitted with this filing showing the effect of the proposed changes to the SM 
includes a demonstration of the effm without TCC nnd TNC (Exbibit 1, p. 2 of 2). The reason 
is that TCC and TNC will no longer have MY retail or wholesale lorids to which such d i o n s  
could bc allocStai and have almost completed the divaMun of their generating murccs. For 
thcsc muons, AEP plans, in the nau tidwv, to mdic a fibs with the commiapion moving 
TCC and TNC fran the West Pool Agnxment along with certain dalioataf wntmcls listed, for 
informatid purposes, on Attachment A to this filing. Under the Texas R*rtnrchuing Act,' the 
two wmponies arc wmpl&g the final stage of exiting the generation business and have 
already exited the busiiesp of sewing rrcail load. The two wmpanies will thus no longm bc 
involved in the coordinslal planning aad o p l i o n  of power supply faditiu as contemplated by 
both the Wcst Pool AgnmKnt aod the SIA. A wnfonning BmQLQllcnt moving the m u  of 
the two mm@w 6um the SIA will be mde when the filing formally moving the two 
companies trmn the West Pool Algcancnt is made. 

VI1. EFFECIWEDATE 

AEP requests an effective date of January 1,2006. Reposed Service Schedule D, aa filed, 
provides that the existing allocstioo method mnain in place during an Initid P a i d  d n g  the 
last day of the month aAer the date of a Commission orda in this dookci that scyrts or appmvcg 
a chanscd atlocation m*hodology without Suspension or potential rcM. Acmdigly, if the 
Commission issua M orda nccc.;pting this Wig witbout suspension and not subject to nfiuul 
them may be no lnitial Period. and the change to the allocation mc(hodo1ogy cnn p into effect 

' Tu. Ulil. Code Ann. Chapter 39 (Vmmn 1998 br Supp 2005). 



mof 0 lclal 

1 

I 

': ! 

. ,.. .I :. , . ~  
. .  . .  

.... . . .., 
. .  . .  
, .  

. . 3  
.I .: , 

I 

FERC-Generated PDF of 20051104-0266 Recelved by E'ERC OSEC 11/01/2005 In Docket#: ERO6-141-000 

Honorable Magalie Roman Sdss, Saartsry 
N o v a n k  I ,  2005 
Page 6 

ST EPTOE 8 JOH NSON 11. 

on Janunry 1,2006. If the Commission finds that the filing could be unjust and unressonable, 
and issues an order suspending the filing and setting it for hearing, the change in alloclltion 
mahods would not take effect until the month following the date of the Commission's order 
after the htering is concluded. 

This proposed tnstmcnt produces a W t  that is consistent with the Commission's typical 
b.eaemcnt of allocation filings like this one. Even if the Cammission WQC to suspend AEP's 
filing, it would be inamistent with cwmnission pracdent f a  the Commission to order 
rehds  in these CirWnstM c*l. The punting of m h d s  unda the P A  is discretionary, not 
mandatory.? Refunds we catainly spproPriate what a utility has bwn determined to have been 
charging a rate higher than that ultimately found just and die; but in cases w h  the issue 
is the apportionment of costs among opaating compania in a hold- company system, the 
Commission typically has exwised its d i d o n  and not punted rehds. It W its rationale 
for doing so in Southern Compny Services. Inc. a 

The ordering of rrfuMfs [under Scotion 205(e)] is disationary. In a 
case inwlvins cost-of-service issues and nrtc levels, the Commiaaion 
typically ordm rdiands of amounts collected in exocss of the mount 
ultimately found just and nasonable. In other instsnc*r, such as cases 
involving rate deaign, however, the Commission often hru aacised 
its discntion and not ordered nfunds. Tht prcwnt C i q  
involve the Sourhem pooling agreement whae the amounts involved 
do not, ovaall, nprrccnt excess nvarues to the Southem System. 
Them i s  no issue in this C(ISC as to the legitimacy of these pmduction 
O&M expenses or as to the aKpropriate totid level of production O&M 
apenses; the sole isauc is their cleclsificntion, and thus their 
apportiommt among the opuating companies. Additionally, 
operational decisions made while the opuating companies' pmposcd 
costs classification was in df* and thus made in Fcliance on that 
classification, cannot be undone. 

Liiewisc, in a case involving another AEP pool agnanay the commipsion, declined to issue 
nhoauive refhds despite its finding that the agreement should have been impiancntal 
immediately rather than being p h d  in o v a  a period of years as ori@ndly proposed by AEP. 
Ihc commission said 

Rct~vactive elhimtion of the --in provision as well as 
mtnxctive implancntation of some of the other chsnges onkrcd in 
the Agmment would mult in a significimt likelihood of 
undcrcolleaion of costa. The AEP operating m@es that paid 
"too little" in light of rdmac(ive applicntion would be required to 
make additional payma*r to the surplus companies but might well 

' Su. 8.g.. AmrriolnElrcmcPowrSnweCorpomrion.28 FERC161228(19M). 
' Tmnu ofConmrd. N o d  d Wrllrdn, v. FERC. 995 F Zd 67-73 (D.C. Cir. 19911 
'64FERC161,033(1993). 
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bcunabIetorecovertha~amounls fromthcirownautomm. The 
result would be to leave the AEP System as a whole 
uncompeasatai lor some of its cats. We shdl therelore drst 
AEP Savice to eliminmc the PhspCFin pvision Vrosgeaively 
from the date of this Opinion, while allowing h~hau.iin 
pvision to retain its effcctimao nhwrctively. 

tn fact, AEP submits that the Commission lacks StaMOry authority to order rrhmds of amounts 
colloctcd under the rate changa 61ed in this proCeaiing. Section 205 of the FPA, under which 
this filmg is being made, pmvida for rates to be made subject to refund only m the case of 
inweused ram 01 charges. The amcndmcot filed herein docs not seck to i n a w e  any rate or 
charge. It merely skks to change the allocation among operating mmpanics of off-systnn sales 
margins that SCM to decreuse the costa of the aft'@ opndiag ccmpanies. The AEP system, 
as a whole, Will nccivC no increase in menucs as a d t  of the proposal amendment. It 
merely sccks a change in the way that benefits are allocated among the operating companies. 

Acmrdip3yt AEP propos*r, and hss mflsaed in the amendment rn filed, thaa the cumnt 
allocation mahod employed under Service Schedule D will m a i n  in effcct until the 
Commission issues M order accepting or appoving this filing without suPpcnsion 01 potential 
refund. Such tnatmcnt would be consistent with the Commission's discmtionrpy =fund policy, 
discussat ebon, becaw it would avoid the necesoity of AEP putting one set of pmposed rates 
into effect subject to refid, to be replaced by later rates that an approved by tha Commission. 
Moreover, the amcnl method, which AEP pmposes to leave in place until the Commission bas 
issued M ordcr approving the rate changc, has heen lound by the Commission to be just and 
reasonable based on information available at the time of the mergn.'' 

XIIl. REQUESTED RELIEF- SETTLEMENT PROCEDURES 

AEP mpectfdly requests the commission ta accept the pmposcd amendment for filing without 
suspasion, investigation M hearing. However, if the Commission issues an ankr ~uspcnding 
aad investiSatjng this mnttcr, AEP qwb that scttlunent judge pmcrdurcs be invoked to allow 
AEP to pursue mlution -0% AEP and affected stalrdsotdsss without litigation. 

XI. COMPLIANCE WFllI THE REQUIREMENTS OF 18 C.F.R. I) 35.13 

A, Llrt of D o r t r ~ ~ ~ &  Eneloicd - 8 35.13 @) (I). 

Submitted with thii filing am the filing doamen@, in hard copy and cle&mnic fannat: 
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I .  This Leaer of Tnmsmittd. 

2. Proposed amcndmmt to Schedule D of the SIA, submitted in red-line and clean 
~ O n S ,  With 8 p p " h t C  tariff dCY@mtiON. 

3. Affidavit of J. Craig Baker. 

4. Exhibit I, showing thc allocation of Trsding and Marketing Reatitions for the 12 
month paid a d d  June 30,2005, cornparat with the altocation that would have 
resulted if the pmposed direct & p e n t  a l l d o n  metbod had ken in effect. 

5. Attachment A -a list ofTCC and TNC dedicated amtracts submitted for 
infonnationai purposc. 

6. Attachment B - a list of pa so^ upon whom this filiihas bcen served. 

B. plopcwcd E f f d C  D8tC - 8 3S13 @) (2). 

AEP sedrs an effective date for the proposal amendment Of h W U y  I ,  2006. 

C. N8- Md Ad- of Penoar smd -scaiOn 35.13 (B) (3)- 

Copia of this filing have ban served upon the state public suvics commissions of Arkamas, 
Indiana, KcntuCLy, Louisiana, Michigan, Ohio, Oklahoma, T m c s ~ ,  Texas, Virgiaia, West 
VirgiNa and csch of AEP's power sales NstDmar whose mta d d  be affected by the filing. 

D. Brkf D e ~ l p t h  Of the R.ta S~~UIIIIC C b m  - 8 35.13 @) (4). 

The rate schedule b g e  i s  M b e d  above. 

E. S t a t C m t  Of RCUOSS for tbc Rate sebedclk ch.ngc - 0 35.13 @) (5). 

The reasons for the ate JJlalulc change arc discuuod above and in the attached affidavit of 3. 
Craig Bake. 

F. Statemmt Regudtng Rqphtre Agreement to the Rate Seh#tple Cbmp - 8 
35.13 @) (6). 

AEP hmby nprrwnts that each of its al%listed AEP Opaatine Companies have agreed to the 
tiling of this amadmat. 

G. Statemcat RegvaiaS Expcnm or Costs - 8 35.13 (9) (7). 
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None of the cosu or expara underlying the rates containal in the agreement hsve bum alleged 
01 adjudicated to be illegal, duplioatiw, m unnccessuy costs dammarably due to discriminatory 
employment pnrotiocs. 

I 

1 
I 

H. Coat of Secvke .nd Revcaut Infonnrtkn - 35.13 (c) md (d). 

Them is no cost of service underlying the proposed amendment The amendment merely 
chmp a component of a fonnula nte thst allocates off-systaa salw margins among the parties 
to the agrcanent. To allow analysis of the eff‘ of the propod atncudment, AEP has provided, 
as Exhibit I, a table annparing the allocation of margins under the prrsart and propoasd 
methods for the 12 month puiod d d  June 30,2005. 

AEP CBNlot sccuratdy fonaut the effect of this change in allocation meuodotogy in funm! 
ycan because such eff‘ will d*rad u ~ o n  mnditiolu in the mabtulacc that m cumntfv 
;nhrown. AEP thacfon regucJis a wr;iva oftbe requirement to p&ih a mmw com&son 
of existing and pmposed rat*, for a hrtun yau. The Commission has granted such a waiver in 
the part where utilitiee arc filing changes that rffcct opportunity haaractons, the prim and 
a m o u n ~ ~  of which cannot k predicted in advaacc,” 

AEP believer it ha, praentad infonn6tion sufficient for the CommiJJion to dctmnine the 
justness and rea#nrablenas of the props& amendment To the extent that this filing fails to 
main any infannation othawisc required for teduriul compliana with the Commission’s 
regulations. AEP rcqucsB that complisncc with such regulations bc waived. 

I. laspn Pmcnted. 

To the extent Order No. 663 applies, the issue pnsCntai herein is the justness and ~ n a b l m c a  
of the proposaf amuldmalt. 
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XI. CORRESPONDENCE AND COMMUNICATIONS 
I 

I 
I 

Corn@- or comuni4m ngiyding this matt= should be Knt to the following: 

Kevin F. Durn 
Assisant Garaal c o w  
American Elcaric Power Service 

Ccnporation 
I Rivuside Plap, 29' Floor 
Columbus, Ohio 4321 5 

(614) 716-2950 (Fax) 

t : . '. ., 
. .  

. . . .  . .  (614) 716-1617 

:... :,i kfduffb- 
' / i  

! 

David R m k h  

1330 CollDCcticut Avenue, N.W. 
Wmhin@n, D.C. 20036 
(202) 429-3000 
(202) 429-3902 (Fax) 

steptoe & lduwn LLP 

&@&J@&mtocm 

David R& 
Attorney for  ammo^ E l d c  Power S d c c  Corporation 



,.. .. . . . ... . ,  
. .  . ,I 
.. , 

i 

". :i 
i 
1 

E j  

EXHIBIT - (LK-8) 



mofficial LmtC-Oenerated PDF of 20051104-0266 Recelved by FERC OSEC 11/01/2005 in Docket#: ERO6-141-000 

American Electric P o w  Service Corporation 

1 
i 
~ 

i , 1 
I 

I 
! 

! 
i 
I 

‘ I  

1 
1 

! 

. .  .. 
i 

, .  

Docket NO. ER06-- -000 

UNITED STATES OF AMERlCA 
BEFORETHE 

FEDERAL ENERGY REGULATORY COMMISSION 

AFFIDAVIT OF J. CRAIG BAKER 

1. INTRODUCTION 

J. Craig Baker, king first duly mm, states as follows: 

1. I am SmiorVice Resident-Regulatory Services, for American Electric Power 

Sarice Corporation. My business SddrWJ is 1 Riverside PI- Columbus, Ohio 

43215. My educational background and business experience M set forth in an 

Attachmmt to this Afiidavit. 

American Electric Power WCC Corporation (“AEPSC“) provides professional 

services to h e  companies of the American Electric Power System (collectively 

“AEP”). AEP is an electric Utility holding company system pmviding service to 

customers at retail and wholesale in plllt9 of dcvm states. 

The purpose of this Affidavit is to pmvide evidence dunombating the justness 

and rcasomblmrss of a pmposcd amendment to the System Inwption 

Agreement (%A” or “Aenrment”) among cntain AEP operating companies. 

2. 

3. 

11. BACKGROUND 

4. On May 19, 2000, AEPSC, on behalf of errtain opting compnnies of the 

American Electric Power Systan. (“AFT’ or “Company”) filed the S[A in 

i 

L 
I 
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complisnce with the F#knrt Energy Regulatory QmmiJsion’s May IS. 2000 

ordrr in D d C t  NO, ER98-2770. 

5. The Agnnnaa w filed in comection with the merger of AEP and the former 

Central nnd South West systan (“CSW“). The Agreement pmvidu for the 

c m d i t i o n  of the genaation murccs of Appalachian Power Company 

(“APCO”), Columbus southern Powcr Company (“CSP”), Indian Michigan 

Power Company (“I&M”), Kentucky Power Company (UKpCo”) and Ohio 

Power Company (WPCO”), collectiwly n f d  to in the Agranmt as the 

“AEP Operatine Companies” and n f d  to herein w the “Em Zone 

Compmics”, with those of Public Service C o m p y  of Oklahoma (“PSO”), 

Southwfinnn Electric Power Company (“SWEPCO“). Texas Central Company 

(“TCC”) (formerly Central Pmva and Light Company). and Texas North 

Company (“TNC”) (formerfy Wcst Tern  Utilities Company), collectively 

n f d  to in the Agnaneat as the “CSW Opacaine Companies” and m f d  to 

hadn as the “West Zone Compnnies“. AEP lad CSW were cach electric utility 

holding Company system. Each had a system pool agmment pvidw for the 

integration of rrsaurcu and loads on cach systan, which rwnaincd intact afta the 

mcrgw. The System Intqmtion Alpameat (SIA) is a bridge agnement that 

pmvidca for coordination of thc comb& m. 
The SIA kccame cffeetve on the date of collswnmation of the merger between 

American El&c P o w  Compy.  hc. and Central and South West 

6. 

Corporatioh which OECumd on June IS. 2000. Following consummab ’on of the 

2 
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merger, AEPSC (“Agent”) kame the agent on khalf of all of the East Zone and 

West Zone Companies identified above. 

The A~peemcnt includes Service Schedule D, which describes the allocation 

methodology of Trading and Marlceting Real ion? &ween the East Zone and 

West Zone Companies. Service Schedule D quires the Agent to make a filing to 

specify thc hihne allocation mnbodology of these dizations. 

7. 

As stated in Schedule D: 

”This allocation of bnding market nalization shall be in effect 
until the Isn day of the fifth hrll cslendpr year following the 
cmmnmation of the merger. At luut Sixty days prior to thc 
day specified in tbc prrceding xntmce, Agent shall file with 
the FERC under W o n  205 of the F e d d  Power Act the 
methodology to allocate Wi market nalizatioar th&. 
suppoxled by evidence demonstrating the ju~tnur and 
mnabIen*ls of the filed methcdology.” 
(Section D3. Orighd Sheet No. 36) 

8. The abovcquokd language was eddcd to the Agreement as a rrsult of a 

stipulation baMen the npplicants in the wer CBSC before FERC and the 

Commission Trial Statl; b a d  on a collcem of the Trial Staff that the Base Year 

allocation, as murrntly pmvidd in the Agreement ”could become stale or 

inapptopriate.” TIN quoted pmvision thmfm reflects an agreement that, afta 

the initial five-year period, thc allocation of Trsdin(J and Marketing realizations 

would be modified, if nccustuy, to reflect actual acperirnce. 

This aflidavit has ban prcprsd m support of the above filing nguinmmt. The 

chengu to S c h d e  D madc in lhis filing am described more hrlly below. AEP is  

not proposing to modipV any other portions of the Agnnnent. 

9. 

3 
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10. After an Initid Pdod described in the filing, AEP proposes to allocate Trading 

and Marketing R d i o n s  bawan the East Zone and West Zone using a dinct 

assignment allocation methodology. T d i  and Marketing Rcalhxitions will 

gennally be allocated to the mne in which the underlying transactions occuncd 

w originated. As AEP mtnr into ceding and marketing trahssotons, individual 

lnmactione am asSigacd to the A D  East or West Zones baxd p x i d l y  on the 

geographical loclaion of the Trading and Marketing Activity, which considers 

transmission paths. and available economic gcnaalion. Tmns of emh trsnsaCton 

an recorded in an appropriate risk book, which is also segregated under the 

pmposcd mahod based upon the AEP zone that will support caeh book. Ona 

mded in the appropriate risk book, each bmsaction is assigned a specific deal 

idcnilficntion numbs. The deal identification number along with delivery point 

and/or risk hook rcmainr associated with the transaction as it flows into the 

scnlcmcnt systems HmeR margins me assigned to the appropriate zone. 

Descriptions of the realizations that will be allocated to each zone am described 

below: 

le) AEP Fml a - Trading and Marketing Rutlions 

all@ to the AEP Esvt ZOM include the following: (I) Trading 

and Marketing Realiitiona nsulting from Trading arrd Marketing 

Activitir, at loclaions d by either the regional asasmission 

orgaat;atiOa PJ?vl Intarconncaion, L.L.C. (“PJM“) or the Midwest 

Independent Traasaisrion System Opaator. Inc. (“MISO’’)); (2) 

4 
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Trading and Mptkaine Realiitions resulting fmm Tiading and 

Marketing Activities at otha loeations thet M initially assigned lo 

originate or terninsre within PJMiMISO and M ultimately d c d  

financially witbout physical delivery or an d c d  with power 

fmm a location different than PJMh4ISO. 

Ib) AEP West 20% - T d i g  and Marketing Realizations 

allocated to the AEP West Zone include the following: (I)  

Trading and Marketing Rdizations nsulting From Trading and 

Marketing Activities at locations d by either the Electric 

Reliability Council of Texas ("ERCOT") or the Southwest Power 

Pool ("SPP"); (2) Trading end Marketing Rcalizations nsulting 

fmm Tnding and Marketing Activities at other l d o n s  !ha1 arc 

initially apsigned to originate 01 caminate within either ERCOT or 

SPP and M ultimately smlcd financially without physical delivery 

or arc settlal with power horn an e r a  diffrrmt than ERCOT or 

SPP. 

(c) Any Trading and Marketing Activities that Originate in 

either the AEP Eanor West Zone and tmninate in the otha zone 

shall k auigned to the origination zone. 

AEP Wcst a - Any Tnding and 

Marketing Realizations that cannot k d d y  miigncd to either 

the AEP East Zone or AEP West Zone basal on the nbove criteria, 

will k allocated bctMtn the two zones. Such allocation will be 
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ba#d on the d o  of each zone's Trading and Marketing 

Rwlizalionr for the cumnt month under (a), (a) and (c) above plus 

each zone's total Trading and Marketing W i o m  for tbe 

previous eleven (1 1) m o n k  excluding any months that oceumd 

prior to the effective date of U s  Revised Schedule D. 
IV. JQSIWFSS -REASONABLENESS OF D 

\ 
10. The proposed altoaaion mnhod is coluisttat witb the purpoec and intent of the 

.< 
. : j  

i 

11. 

13. 

Agnement. As stated in Arrlcle III - Objectives of the Agmment: 

'3.1 BMcppLl 
The purpose of this Agnrmcnt is (0 provide the ConbaChlal basis 
for coordiited planuing, operation and mnintcnancc of the pawa 
supply lwoulccd of thc CMbinCd System to achieve cwnomies 
cornisten! with tba provision of reliable electric service and M 
qulrabk sharing of rk bentpu and costs of such cobrdinolad 
arrangements." (origiaal Shat No. I 1. cmpharrs adfed). 

As indicated above, Schedule D provides for a n-cva)uation of the allocation 

methodology aRcr five yean to detumine an equitable allocation mabod b e h n  

the East and West Zones on a g o i n g - f d  basis, based on actual experience. 

The p p o d  mabod provides an equitable allocation ktwcar the AEP Easl and 

AEP West Zones based on thc actual contrlbutioas of the nrpxlivc m11c9 during 

the past five years, During the Company's nview of (he existing docation 

mahodotoey SNeral facts became spparcns leading to the propoJ#i change to the 

allocation mahod. 

First, the AEP East and AEP West Zones' wdbutions to these ~ ~ O I U  

have changed o w  time, resulting in a higtscr PgCeataBe of T a g  and 

6 
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Marketing Reations Wing contributed by the AEP East Zone Ihw their 

current allocation. 

The hrst tia of the cumnt allocation method utiliuJ historical levels of 

T d h g  and Marketing Rtalions prior to the AEP-CSW merger and the 

second tier is bared upon the g e n d o n  capacitY of each mne. The fin1 tier 

is bascd upon a static allocation and, IU a constant, d m  not account for any 

14. 

Cirtumstenas thst may change o w  time. The second tier allocation, based 

upon generation capacity, has not provided a st~~ng cornlation with Trading 

and Mark&g Realizations because it does not cwsider native load 

requinxnmts nor the ability of gemation in each mne to make off-system 

sales economically, given its variable cost relative to marlrci prices.' 

AEP anticipates the addition of significmt generation ngources in both zones 

over the next dcoade. The pmposcd dirrct essignnmt allocation methodology 

will bettrr canelate to the addition and cost of such generation. To the extent 

k t  new genantion I*IOUM result in add i t i d  T d i  and Marketing 

Realizationr, these nslizationr will be w i v e d  in greater proportion by the 

opnatins Compsniw &at acquire or build such murcm under the proposal 

mahod. 

A dirrcl assignment allacetion mahod is particularly just and naPOMble 

given that the cost of the generating ~*soltlces in eacb m e  is primarily born 

by the opuating companies in each mne. The only exception relates lo 

15. 

16. 
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17. 

18. 

19. 

i 

surplus cspsoity and energy aehaDga made puruMt to the othcr service 

SCheduleJ of the SM, which allocate the wsts and benefits of such exchanges. 

The dim assignmat allcuttion methdl d y  pmvidcs that nutomns 

who bear the cost of the genesating resources should be assigned the benefh 

made possible by those rcsounts. 

The development of eurtrali markets in PJM and MISO, pursuant to 

Commission policy and the expected dwelopmcni of such a marks in SPP 

fecilitatu direct assignment of n a l i o n s  by making it easier to identify the 

locus of transactions. 

Finally, the proposed merhodology automatically addtcsses inhemt 

diffacaa~ between the sy~tan agreemenu and current sdtiments that are 

unique within the AEP East Zone and the AEP West Zone. An example is the 

tnatment and scltlement of cmission allowances. 89 described below. 

Cumntly, the margin on Trading and Marlreting Rcalimions associated with 

physical off-system sales is wmpmed for the EsJt Zone Companies using the 

average inventory cost of emission allowances co~umeed to make these sales. 

However. the everage inventory cost of allowanas f i r  a given opmting 

company is typically much less t h ~  the cwmt market price of such 

allowancu. As a result, OpnadaB companies cantributing to Trading and 

Marketing Realipltions an rewiving average inventory cost reh- 

but may be mquirea to replace theJe allowances in their inventory at a much 

higher market price. Such matmeat is consistent among the East Zone 

Compaaies since these companies tue controlled by the AEP IntercoMectioa 

8 
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AgnmKat, whack monthly capacity payments am exchanged, end the 

lntaim Allowance Agnemmt that adbeuu S& allowance setUcincn~. 

Howmr. theJe agm.mcnts do not apply to the West Zone Companies, which 

use rrplament cost of emission allowances to compute physical off-systems 

sales margins. & a mutt of this difference, rrportcd margins on sales Fmm 

generators in the East Zone arc larger than for comparable sales in the West 

Zone, which distorts the allocation of realizations from o&system sales 

tmmctiom under the cumat mrahodology. The proposed dim assignment 

allocation meihodoIogy eliminates this dstortion. It ~ccommoda~es the 

diffcmces in each zone's emission allowance settlements by allowing each 

zone to scpar8tely compute the level of Trading and Marketing Realizations 

based upon each m ' s  applicable qpnating Agrccment(s). 

Based on the first Eve yuvs' experience under rhe merger, and the other 

considerations d i d  sbove, dirrcl assignment is the most equitable 

allocation mcrhwJoIogy, consistent with the objective and purpose specified in 

the Agnnaent. In any alloeatia exercise, it is pmfdfe to make dmt 

epsignmcnta whm possible Rthet thsn nflw M ripproximate quitable 

sharing of the Trsding sad Mwkcling Real i ions  wing a proxy UUJI 

n d l y  lacks pwision mi involva some mcariw of judgment The 

pporcd mahod nlia on the ectual contributions from each zone. As such, 

20. 

fhs hUrim AIlowurcs A-1 la by aid among the A p p l d i u i  Pow Cunpy, Columbus 
saffhan Power Cornpay, Indim Michigm Power conrpmu. KoDtueky Finwr Umpay. Ohlo Power Conqmny. 
~ n ~ ~ m e r i c m ~ ~ s o i r m p o ~ ~ s ~ ~ ~ o c ~ ~ p o n p t r m ~ ~ ~ .  

9 
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as the volume and lewl of T d m g  a d  Marketing Rgfivrtiom incmiscs or 

decnrrrcJ from time-to-time in each zone. MY conccm of retaining M 

&table correlation betw#n the Contribution and atlocation of T d i g  and 

Marketing Rcabt im ktweffl the mcs b e d  on proxies will be 

eliminated. 

V. EppEcrsOFTIilEEBpPOS EDMETHW 

21. Exhibit I (which was prrpsml under my direction and Supervison) show the actual 

Trading and Marketing Realions subject to allocation undn the Agiecment for the 12- 

month Mod ended Junc 30,2005. Also included in this Exhibit is an estimate of the 

allocation of the T~ading and Marketing Realizations tbm woutd have Dccumd during the 

same time period under the propsed direct assignment allocation methodology. The 

allocation of Trading and Marketing Realitions under the propostd method reflect8 the 

actual contributions to rcalizdtions made in the weas apsociated with each none (as 

dwcribcd in Section 111 above) during the period 

AEP also anticipstw that it will be making a filing with the Commission revising the 

Opnating Agreement among the CSW Operating ComponicJ and the SIA to reflect the 

m o v d  of TCC and RJC fnnn the pgnrma*r. The shcqawnt filing is made I)~CC~SBIY 

22. 

by Texas dectric nstructunng ' law that xcqulrcs both TCC and RJC to exit the generation 

nnd pow sales businus. since they will nmain in the wim business. Patinent details 

and timefnrme will be provided in the anticiptal filing. 

In tmru of effects on this filing, the removal of TCC and TNC h m  the Agreement will 

have implications on the allocation of Trading and Marketing Rcalizations. Since TCC 

and TNC will no 10ngW be in the genemion and p o w  des business, they wiU no 

23. 
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longer receive any dlocation of Trading and Mdeting Rcatipuion~ under Schedule D'. 

in order to illustrste the long-term effm of this know and measurable event, the 

allocation of the margins under the proposed dinct assignment allocation methodology 

M presented with both TCC and TNC moved from the SIA, with the margin allocation 

results provided in Exhibit I, p. 2 of 2. 

For the hiS(0ric 12-month period anatyzed, the change from the current allocation 

methodology to the proposed dim assignment allocation methodology d t s  in an 

inrrcsJcd allocation of T d n g  and Marketing Realizstioar to the East Zone Companies. 

lhisiaaecuc zvdative to the current a l l d o n  methodotogy is to k expected since the 

East Zone Companies, at pmeal provide a greater portion of the total AEP Trading and 

Mar)c*ing R d i m  than their cumnt allocation. Consequently, the effect of moving 

to the p p e d  methodology fa; this 12-month paiod would have been positive for the 

East Zone Companies had it ban in effect for the 12-month period shown on the Exhibit 

While the proposed a l l d o n  methodology is expcctd to ssuh in a reduction in thc 

allocation of Trading and Markaing Realizations to the West Zone Companies, the 

results are equitable considering the level of realizatioru conttibuted by these companies 

during the period. This reduction in the a l l d o n  of Tmding and Mtuiccting Realizatioru 

to the West Zone Companies, while ai@icant, is similar to the potential effbcts from 

no& y(villtions in salts margins in the off-sptan wholesale market, and. 1 believe. 

does not repwent an undue burdcn on these wmpenies' mail nutomcrs. 

PSO end SWEPCO m the only two West h e  Companies snving retail customers. 

Both PSO and SWEPCO have provisions for passing through a portion of their respective 

' TCC and TNC mnoval Ron, SJA bring of Tmling md Ruli iau will k bued upon rhe 

24. 

25. 

26. 

movsl due ofchae compmtim fnnn the SIA. 
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allocation of Trading and Mark- Rcslizations througb thcii fuel c laws  ar a rrcdit 

against the cost of fuel. For the 12-month period of July 2004 to June 2005, the 

diffmnce between the rtaual SlloartiOO and the proposed allocation of Trading and 

Marketing Reslizaciorrp, in temw of the approximate impact on mtail fucl rates. is 

provide4 below 

Tibte I -Trediug ind Markethg Rmbtion Impacb OD Rslclll Fuel Rates 

csw ODCdBP C O R l D l U V ~ ~ ~  A D W O W  Incrmse 

Pso.oldahoma so.ooo481kwh 

sWEpco-* SO.O003O/Lwh 

SWEPCO-Louisiana so.0003wkwtr 

SWEPCO-T~~~S so.ooo29/kwh 

27. As  at in the table, the fbcl faetor bill impact on a typical rcsidcntisl customer with an 

average monthly usage of 1,000 kWh would have been only approximately 29 10 48 cents 

per month dwing the Hod. 

1 ftrther note tbat no purticular level of Trading and Mmketing Realizations is guaranteed 

within these jlaisdictiom Off-system des, for example, am affcmd by market forces 

and the ability of AEP generation nsouroes to take advantage of sales oppoftunities 

created by these market forcu, if ad when lhese opportunities OCCIP. Fuel tate inorcaJes 

of the magnitude shown in Table I an possible bsxd on nonnally occurring fluchiations 

to the volume and level of Trading and Marlcnins Real ions over a given period. Such 

28. 

inonases aJt also Small compsrtct to ouchrations that CM occur ill rhe &lying fbcl 

@ces. As such, AEP submib tha the impactr prcrenlai in Table I arc not unduly 

12 
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29. 

30. 

VI. 

31. 

32. 

bwknsome on retail custcnnus wd impMs N Ms level can occur cvm under the 

existing allocation methodology. 

la addition, relative to historic levels the level of Trading and Marketing RUJizalions 

allocstcd to thc CSW optating Compmies under the direct assignment allocation 

methodology in Anachmmts Ill wd IV is 43.5% higher than margins dim! by thwc 

companies daring the 12-month mod prior to the AEP/CSW merger. 

Finally. as stated in Section I of this npon. this modification to the Schedde D allocstion 

mahodology will MI a f k t  other po!tions of the Agrumcnt. As such, System Capscity 

Exchengc and System hasy Exchmge schedules an not impacted by this proposal, and 

any such change will quire nsulatory approval by tbis Commission. 

s-y 

U P ' S  proposed methodology for future allocation of Tradi~~g and Marketing 

RdizStions as described in the Revised Schedule D is consistent wi& (he current 

schedule D filing quiremeat. I believe h t  the justness snd ~ n a b l c n t s s  of the 

proposed allocation methodology is selflvidcnt kcuue it mflects actual contributions to 

Trading wd Marketing Rtalizstions. 

For the hisMic period analyzed, the chmge in mahodoiogy would bve resulwi in a 

gMtcr allocation to the Easl Zone Compania and a duction in the allocation to the 

W*n Zone operating C o m ~ c s .  The cbnnge in the dlocation to the West Zone 

Companies' retail CWtomaJ ovu the pniod would rrsult in fuel mtc and bill impacts that 

would not k unduly burdemome, given the magnitude of thc changes relative to total 

mtrd rates, and is IiarUm suppated by the fact that no psrticular level ofTrading and 

Maikhg Realizations ig guaranteed. 

13 
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J. CRAIG BAKER 

ATTACHMENTTO AFFIDAVIT 

EDUCA'MOff AND PROFESSIOffAL BACKGROUND: 

1 received a Bschelor's D e p  in Business Administration from Wdsh College in 1970 

and a Masters Degree in Business Adminisuntion in Finance from Akron University in 

1980. I joined the American Electric Power (AEP) Systrm in 1968 and tbmugb 1979 

held VetioUs positions in the Computer Applicniions Division. I trmsfand to the System 

Operation Division in 1979 and held positions of AdmiiStntive Assistant and Assistant 

Mansgm. In 1985, I took the position of St& Analyst in the Conmllns Depamnent and, 

in 1987. I became Mansger-Power Markding in the Srslgn Pown Markets Deparencnt. 

In 1991, I became Dirrctcr, Intrrconncetion A ~ e n t s  and Marketing. I became Vice 

President-Power Marketing for AEPSC end Senior Vice President of Enngy Marketing 

for AEP Suvicc~,  Inc. m Novrmber 1996 and August 1997. reJptclively. 00 

July 1.1998 I b e  Vice President of Traasmission Policy for AEPSC. In June 2000. I 

becsme Senior Vice President of Public Policy for AEPSC. In 2001, I assumed my 

cwxcnt position. 

RESPONSIBILITIES IN CURRENT POSITION 

I mn responsible for AEP's netivitics before eleven state regulatory commissions and the 

Fedad Energy Rcgulatoxy CommiSrion ("Commission" or "FEXC"). A major focus of 

my activities since 1998 has bwn MP's participation in regional transmission 

ogaainaor~ ("RTOS") including AEP's participation in PJM and the Southwest Power 

Pool RTO. 1 havc submittal testimony to the commission on transmission pricing poky 

issues. including the imp- of n regionsl rate design. 
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AEP and CSW 
Opntinq Canpmin 

TOTAL AEP 

Allocation of Tnding 8nd lwIrlretin@ Rerliutfon8 
S y s m  inteamtion A@roement - Schedule D 

Twelve Months E n d i i  June 30.2005 

uhlbn I 
prP.lo(2 

$126.139 31.9% $141,382 31.7% 
68.803 17.4% 77.m 17.4% 
76,497 19.3% 88,225 19.4% 
29,699 7.5% 33,302 7.5% 

B&?z 23.9% ImlQ9 3u.35 
ss%esos 100.0% w41c,m 100.0% 

us.= 30.8% rro.ee9 29.5% 
32.393 37.8% 14,osS 38.9% 
ZLLlS 31.s% UAa &!& 

885,736 100.0% $36.162 100.0% 

.... - 
E a :: t. e 

v.  

0 * 

0 
YI m n 
c 

0 c . 
h) 
0 
0 a 
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Uhtw I 
P.lr2012 

Alkrution of Trading and Marketing Rnllutions 
Smrn Intqration Agreement - & W u k  D 

Twelve Months Ending June 30,200!5 

AEPEatLarw 
APCO 
CSP 
IBM 
Kpco 

OPcO 
S U W 1 -  AEP Eut ZOM 

AEP ylhrt tan 

PSO 
SWEPCO 
Tcc a TNC 
Subtotrl- AEP W a t  tom 

TOTAL M P  

(p.rcmt) 

31.9% 
17.4% 
19.3% 
7.5% 
a&% 

100.0% 

30.6% 
37.895 
31.896 

100.0% 

(-nt) 

31.7% 
17.4% 
19.4% 
7.5% 
&?.I!% 

100.0% 

43.1% 
56.9% 

s,psh 
100.0% 
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