
 
 

VERIFIED DIRECT TESTIMONY 

OF 

ROBERT K. OSBORN 

ON BEHALF OF 

INDIANAPOLIS POWER & LIGHT COMPANY  

D/B/A AES INDIANA 

 

 
 
 
 

 
 
 
 
 
 
 

SPONSORING AES INDIANA ATTACHMENTS RKO-1 THROUGH RKO-3

Cause No. 45911

mochoa
New Stamp



 

AES Indiana Witness Osborn - 1 

VERIFIED DIRECT TESTIMONY OF ROBERT K. OSBORN 

ON BEHALF OF AES INDIANA

1. INTRODUCTION 1 

Q1. Please state your name, employer, and business address. 2 

A1. My name is Robert Osborn. I am employed by AES US Services, LLC, (“AES Services”, 3 

also “Service Company”), which is the service company that serves Indianapolis Power & 4 

Light Company d/b/a AES Indiana (“AES Indiana”, “IPL”, or “the Company”). The 5 

Service Company is located at One Monument Circle, Indianapolis, Indiana 46204.  6 

Q2. What is your position with AES Services? 7 

A2. I am the Assistant Controller for AES US Utilities and Conventional Generation, including 8 

AES Indiana. 9 

Q3. On whose behalf are you submitting this direct testimony? 10 

A3. I am submitting this testimony on behalf of AES Indiana. 11 

Q4. Please describe your duties as Assistant Controller for AES US Utilities and 12 

Conventional Generation. 13 

A4. As the Assistant Controller, I am responsible for accounting activities in the areas of 14 

revenue, fixed assets, accounts payables, general and operational accounting for AES US 15 

Utilities and the US Conventional Generation Plants.  16 

Q5. Please summarize your education and professional qualifications.  17 

A5. I hold a double Bachelor of Science in Electronic Business and in Business Administration 18 

with a concentration in Marketing from Towson University. I also hold a Graduate 19 
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Certificate in Advanced Accounting from the University of Maryland University College. 1 

In addition, I hold a Master of Business Administration from the University of Baltimore, 2 

and a Master of Science in Finance from Indiana University. 3 

Q6. Please summarize your prior work experience. 4 

A6. Since joining AES Services in 2013, I have held many roles, including Financial Reporting 5 

Manager, General and Operational Accounting Manager, and Senior Manager of Process 6 

Efficiencies, Financial Systems, and Internal Controls. Prior to AES Services, I held 7 

accounting positions at Constellation Energy and Stanley Black & Decker. Also, I had 8 

previously worked in the assurance practice of PricewaterhouseCoopers. 9 

Q7. Have you testified previously before the Indiana Utility Regulatory Commission 10 

(“Commission”) or any other regulatory agency? 11 

A7. No.  12 

Q8. What is the purpose of your testimony in this proceeding? 13 

A8. My testimony provides an overview of AES Indiana’s financial operations. My testimony 14 

also discusses financial transactions between AES Indiana and other AES affiliates 15 

(“Affiliate Company”), and the operations of the AES US Services, LLC. I also discuss the 16 

occupancy charges between AES Indiana and other AES Affiliates. I will explain the 17 

proposed rate treatment and the rate impact of the retired Petersburg Units 1 and 2 18 

regulatory assets. Also, I will provide a summary description of utility plant-in-service, 19 

which is included as rate base in this proceeding. Finally, I discuss depreciation and 20 

amortization expense, wherein I begin with in-service, used and useful property balances 21 

as of the end of the test year (December 31, 2022), adjust them accordingly to represent 22 
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only depreciable plant, and then apply the results of the depreciation study sponsored by 1 

AES Indiana witness Spanos to determine the pro forma adjustment necessary for 2 

depreciation expense as shown in AES Indiana Financial Exhibit AESI-OPER, Schedule 3 

DEPR, line 17.1 4 

Q9. Are you sponsoring or co-sponsoring any financial exhibits or attachments? 5 

A9. Yes. I sponsor or co-sponsor the following financial exhibits or attachments: 6 

• AES Indiana Financial Exhibit AESI-RB, Schedule RB2 – Total Per Books 7 
Utility Plant in Service at Original Cost. 8 

• AES Indiana Financial Exhibit AESI-RB, Schedule RB6 – Pro Forma 9 
Adjustment to Remove Per Books Asset Retirement Cost. 10 

• AES Indiana Financial Exhibit AESI-RB, Schedule RB9 – Regulatory Assets 11 
Includable as Electric Rate Base. 12 

• AES Indiana Financial Exhibit AESI-OPER, Schedule OM23 – AES U.S. 13 
Services, LLC Occupancy and Non-Labor Costs. 14 

• AES Indiana Financial Exhibit AESI-OPER, Schedule DEPR – Pro Forma 15 
Depreciation and Amortization Rates. 16 

• AES Indiana Attachment RKO-1 – Services and Allocation Agreement filed 17 
with the Commission July 1, 2005, and amended and filed with the Commission 18 
on May 19, 2020 (“2005 Affiliate Agreement, with 2020 amendment”). 19 

• AES Indiana Attachment RKO-2 – Service Agreement between AES U.S. 20 
Services, LLC, and Indianapolis Power & Light Company, and IPALCO 21 
Enterprises, Ind. DPL Inc., Dayton Power and Light Company, and Such Other 22 
Companies Set Forth in Schedule A Hereto (“Service Agreement”), initially 23 
filed with the Commission on December 23, 2013 and amended and filed with 24 
the Commission on December 4, 2018. 25 

• AES Indiana Attachment RKO-3 – AES U.S. Services, LLC Cost Alignment 26 
and Allocation Manual” (“CAAM”) filed with the Commission December 23, 27 
2013 as updated and effective January 1, 2022. 28 

                                                 
1 AES Indiana Financial Exhibit AESI-OPER, Schedule DEPR is co-sponsored by me and AES Indiana witness 
Spanos. 
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Q10. Did you submit any workpapers? 1 

A10. Yes. The calculations shown on the financial exhibits above have been cross-referenced, 2 

when appropriate, to the workpapers which provide additional detailed support for these 3 

calculations. 4 

Q11. Were these exhibits, attachments, or workpapers, or portions thereof, that you are 5 

sponsoring or co-sponsoring prepared or assembled by you or under your direction 6 

and supervision?  7 

A11. Yes. 8 

2. AES INDIANA’S FINANCIAL OPERATIONS 9 

Q12. Please describe the steps taken by the Company, in general, to maintain the integrity 10 

of its books and records. 11 

A12. AES Indiana follows the guidance of the Federal Energy Regulatory Commission 12 

(“FERC”) Uniform System of Accounts, the Financial Accounting Standards Board 13 

(“FASB”), Generally Accepted Accounting Principles (“GAAP”), Sarbanes-Oxley 14 

regulations, as well as various internally established control procedures. The following are 15 

some examples of internally established control procedures at AES Indiana: authority 16 

limits and approvals required for expenditures and general ledger transactions, bank and 17 

general ledger account reconciliations, access limitations to the financials systems, and 18 

requirements around journal entry preparation and review. While AES Indiana’s 19 

management is ultimately responsible for the information contained in its books and 20 

records, there is also review and scrutiny by outside parties. The accounting firm of Ernst 21 

& Young performs independent audits of the books and records of AES Indiana. Ernst & 22 

Young’s audit report of AES Indiana stated that the financial statements in their opinion 23 
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were presented fairly in all material respects. The books and records are also subject to 1 

audit by the Indiana Office of Utility Consumer Counselor (“OUCC”), the Commission 2 

and the FERC. 3 

3. AFFILIATE TRANSACTIONS 4 

Q13. Did AES Indiana engage in affiliate transactions during the test year? 5 

A13. Yes. A summary of the test year affiliate charges may be found in the response to Minimum 6 

Standard Filing Requirement (“MSFR”) 1-5-8 (a) (17). AES Indiana routinely engages in 7 

transactions with AES and Affiliate Companies other than itself. Transactions between 8 

AES Indiana and AES Services are governed by the Service Agreement and CAAM (AES 9 

Indiana Attachment RKO-2 and AES Indiana Attachment RKO-3, respectively). 10 

Transactions between AES Indiana and Affiliate Companies are governed by the 2005 11 

Affiliate Agreement (AES Indiana Attachment RKO-1). These arrangements allow for the 12 

sharing of technical expertise and for cost-sharing opportunities related to operational 13 

goods and services. The recipient company pays the provider company the incurred labor 14 

costs, plus proportional amounts for employee benefits and payroll taxes. The recipient 15 

company also pays for incidentals such as travel costs, lodging and meals incurred with the 16 

assignment.  17 

4. AES US SERVICES 18 

Q14. Please describe the Service Agreement (AES Indiana Attachment RKO-2) and the 19 

CAAM (AES Indiana Attachment RKO-3), and their application to the operational 20 

results of AES Indiana. 21 

A14. Effective January 1, 2014, AES Services began providing services to AES Indiana 22 

including accounting, legal, human resources, information technology, supply chain, 23 
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physical security, and other similar services. The intent of establishing AES Services is to 1 

increase financial operations consistency among Affiliate Companies and to take 2 

advantage of best practices and economies of scale which can be achieved over the long 3 

term. Expenses incurred by AES Services are charged at cost. There is no mark-up added 4 

to, nor profit derived from, the AES Services billing to the affiliated client company. 5 

Q15. Where is AES Services located?  6 

A15. AES Services is headquartered at One Monument Circle, Indianapolis, Indiana 46204.  7 

Q16.  Please describe the AES Services workforce. 8 

A16. The workforce is a combination of the following groups:   9 

1) Workers employed by AES Services.  10 

2) Workers that are AES Indiana employees by definition. These workers did not transfer 11 

to AES Services due to restrictions in relation to being bargaining unit members or due 12 

to restrictions for long-term employees who were employed with the Company prior to 13 

the acquisition of IPALCO by AES in 2001. Per the eligibility requirements for AES 14 

Indiana’s post-retirement benefits, these employees would no longer qualify to receive 15 

the benefits if they did not remain employees of AES Indiana until they retire.  16 

3) Workers of affiliates who perform AES Services functions. 17 

For those who are not AES Services employees, labor cost plus proportional amounts for 18 

employee benefits and payroll taxes and/or other task-specific expenses are charged 19 

through their employer company to AES Services – wherein the proper cost causation 20 

affiliate distribution is applied according to the service that was provided.  21 
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5. BILLINGS BETWEEN AFFILIATE COMPANIES 1 

Q17. Would you please describe the general basis for billing the client company by AES 2 

Services? 3 

A17. AES Services is compensated by the client company, in this case AES Indiana, for costs 4 

required to provide services based upon specific identification assignment or based upon 5 

cost drivers designed to result in consistent, fair, and equitable distribution. This same type 6 

of billing occurs to AES Services from AES Indiana for costs incurred by AES Indiana 7 

which are assignable to or proper to allocate among Affiliate Companies. 8 

Q18. What is the concept of specific identification assignment? 9 

A18. Costs are identified by the employee performing the work, or the expenditure approver by 10 

assigning a project number (known as a Work Breakdown Structure or WBS number in the 11 

accounting system) to the labor hours worked or to the procurement documentation (such 12 

as a service or good receipt). The project numbers identify the specific Affiliate Company 13 

or combination of Affiliate Companies to be charged. There is a unique project number for 14 

each Affiliate Company, as well as project numbers for various combinations of the 15 

Affiliate Companies. 16 

Employees are instructed to directly assign their labor hours or expenditures to the 17 

appropriate Affiliate Company using specific affiliate project numbers. When an employee 18 

task or expenditure benefits more than one Affiliate Company, and the allocation among 19 

such affiliates is not easily identified, a combination project number is assigned.  20 

Q19. What methodology is used to record the employee labor hours to these project 21 

numbers? 22 
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A19. The timekeeping system for the involved employee is used as the entry point for recording 1 

the labor hours assignable to both their employment company and to other Affiliate 2 

Companies using project numbers. The system maintains a standard charge distribution 3 

(referred to as default project(s)) for each employee, which is used when payroll is 4 

processed – unless it is replaced by a temporary or permanent change in the standard charge 5 

distribution. This standard charge distribution approach recognizes that the majority of 6 

employees in positions to perform tasks for multiple Affiliate Companies are normally 7 

involved with a limited number of the affiliates and perform assignments that tend to 8 

replicate the same attention to each such affiliate on a recurring basis. In other words, the 9 

employees have a standardized or routine workload. Employees can update their standard 10 

charge distribution setup in the system as needed, which is then routed to the immediate 11 

supervisor for approval. This is required when an employee is assigned to a specific project 12 

which overrides and is different than their normal work tasks. Additionally, the standard 13 

charge distribution setups are reviewed bi-annually for AES Services employees, which is 14 

known as the “certification” process. During the “certification” process, employees are 15 

asked to review and update their standard charge distributions, and to complete 16 

“certifications” that the review has been completed. The certifications are also reviewed 17 

and approved by the employee’s immediate supervisor. 18 

Q20. How are costs which are not directly assigned to a specific Affiliate Company 19 

allocated? 20 

A20. For costs that are appropriate to be shared, or divided, among multiple Affiliate Companies, 21 

there are project numbers which designate the combination of affiliates which should be 22 

charged. The costs charged to combination project numbers are allocated to the Affiliate 23 
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Companies based upon the cost center initiating the cost and the cost driver(s) identified 1 

for that cost center. These cost drivers are defined in the CAAM, (AES Indiana Attachment 2 

RKO-3).  3 

The underlying intent of the CAAM is to allocate costs in a manner precluding cross-4 

subsidization between the Affiliate Companies and to preclude subsidization of non-5 

regulated affiliates. The fundamental principle for this cost allocation approach is the use 6 

of a fully allocated cost methodology. This principle is premised on the concept of 7 

distributing expenses, capital expenditures and all applicable costs among Affiliate 8 

Companies and business activities on a basis of cost causation. When possible and 9 

practical, the costs are charged directly. When the direct approach is not possible or 10 

practical, a consistent method of determining an allocation is applied so that reasonable 11 

cost distribution occurs. The allocation method is chosen to be consistent with the function 12 

performed when incurring the cost.  13 

6. OCCUPANCY COSTS 14 

Q21. Previously you mentioned that the headquarters for AES Services is located at One 15 

Monument Circle in Indianapolis, which has been included as a component of rate 16 

base in this Cause. How is AES Indiana compensated for the portion of this, or any 17 

other AES Indiana buildings, which house employees of AES Services or when AES 18 

Indiana employees are performing tasks charged to other Affiliate Companies 19 

through AES Services? 20 

A21. There is a rental, or occupancy, charge billed by AES Indiana to AES Services for the AES 21 

Services employees housed within AES Indiana-owned buildings. This charge is based 22 
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upon the number of AES Services employees housed and the building which they occupy 1 

(Electric Building (One Monument Circle) or the Morris Street Operations Center.) 2 

Q22. How does AES Indiana determine the charge for housing AES Services employees? 3 

A22. In addition to the costs of the building itself, there are costs related to the housing of the 4 

AES Services employees that cannot effectively be directly assigned between AES Indiana 5 

and AES Services. Therefore, these additional costs are also included in the occupancy 6 

charge that is billed by AES Indiana to AES Services. This occupancy charge includes 7 

costs such as:  office space rental, insurance, property taxes, building cleaning and 8 

maintenance, security, computer hardware/software and support, office equipment and 9 

supplies, as well as many other such costs which support the offering of a clean, safe, and 10 

productivity-enabling environment. The salaries of employees involved, such as 11 

maintenance personnel, are also included in the computation as well as proportional 12 

employee benefit and payroll tax costs.  13 

Q23. How is the occupancy charge information discussed above used to bill for the AES 14 

Services employees each month? 15 

A23. The total occupancy cost for each building is determined down to a “per hour” rate. This 16 

hourly rate is taken times one-twelfth of 2,088 hours and then multiplied by the number of 17 

AES Service employees residing in each respective building.  18 

Q24. What about the employees who are AES Indiana employees, but are performing tasks 19 

for Affiliate Companies, and charging their time to such affiliates. 20 

A24. The process of charging labor costs each month to AES Services includes a provision for 21 

occupancy costs. The cost determined and used to bill for AES Services employees is stated 22 



 

AES Indiana Witness Osborn - 11 

as a “per hour” rate for the total employees housed in each building. This per hour rate is 1 

charged in conjunction with the hours of labor charged to non-AES Indiana Affiliate 2 

Companies.  3 

Q25. AES Indiana Financial Exhibit OPER, Schedule OM23 is labeled as AES U.S. 4 

Services Occupancy and Non-Labor Costs. Please describe the purpose of this 5 

schedule. 6 

A25. The purpose of this schedule is to present the pro forma adjustment to the test year of AES 7 

Services costs (other than wages and benefits), which benefit AES Indiana and are 8 

necessary to conduct business operations. It is appropriate for AES Indiana to bear its 9 

proportional amount of the occupancy and non-labor costs of operations which AES 10 

Services incurs in the performance of work for the benefit of AES Indiana.  11 

Q26. Please explain the occupancy related revenue included in the adjustment on AES 12 

Indiana Financial Exhibit OPER, Schedule OM23, Column 1. 13 

A26.  As discussed above, AES Indiana charges an occupancy fee for the AES Indiana office 14 

space occupied by AES Services employees. AES Indiana also charges a proportional cost 15 

each month to AES Services for occupancy fees when an AES Indiana performs tasks 16 

chargeable to AES Indiana. These occupancy fees offset the costs AES Indiana incurs to 17 

maintain certain office space and to provide office-related amenities and services and are 18 

recorded as a credit to FERC Account 921 – Office supplies and expenses, which directly 19 

lowers the revenue requirement applicable to AES Indiana’s jurisdictional retail customers 20 

calculated in this proceeding.  21 
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Q27. Please explain the components of the calculation of the pro forma adjustment to test 1 

year operating results applicable to the occupancy revenue shown on AES Indiana 2 

Financial Exhibit AESI-OPER, Schedule OM23, Column 1. 3 

A27.  The pro forma occupancy charge revenue totals $7.0 million. This amount includes 4 

charges totaling $6.9 million for the AES Service and Affiliate employees working on AES 5 

Indiana premises, and $0.1 million for the proportional time of AES Indiana charged to 6 

AES Service tasks. These pro forma amounts were determined by annualizing the 7 

occupancy rates charged to AES Services for the month of January 2023 by AES Indiana. 8 

During the test year, AES Indiana billed a total of $5.8 million to AES Services, which was 9 

credited to FERC Account 921 – Office supplies and expense. This amount includes 10 

charges totaling $5.6 million for the AES Service employees working on AES Indiana 11 

premises, and $0.1 million for the proportional time AES Indiana charged to AES Service 12 

tasks.  13 

The resulting pro forma occupancy revenue adjustment is a decrease to electric operation 14 

expense of $1.2 million. 15 

Q28. Please describe the occupancy costs charged to AES Indiana by AES Services. 16 

A28. As discussed above, AES Services does not own its own facilities but instead occupies 17 

space owned by AES Indiana or Affiliates. A portion of the occupancy charges are then 18 

billed back to AES Indiana, relative to the portion of the AES Services employees spend 19 

working for the benefit of AES Indiana. The occupancy costs billed to AES Indiana are 20 

presented in Column 2 of AES Indiana Exhibit AESI-OPER, Schedule OM23. The 21 

occupancy cost amount charged back to AES Indiana is based on the CAAM methodology 22 

discussed above. 23 
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The resulting total pro forma occupancy cost charged to AES Indiana by AES Services for 1 

the test year is $3.1 million. The pro forma was determined by annualizing the occupancy 2 

rates charged to AES Services for the month of January 2023 by AES Indiana and 3 

Affiliates, and then applying the allocation methodology in accordance with the CAAM. 4 

The per book occupancy costs charged to AES Indiana by AES Services during the test 5 

year was $2.7 million. The resulting net increase in occupancy billed by AES Indiana by 6 

AES Services is a pro forma increase to electric operating expense of $0.4 million. 7 

Q29. Please continue by describing what is labeled as Non-Labor Expenses in Column 3 of 8 

AES Indiana Financial Exhibit AESI-OPER, Schedule OM23. 9 

A29. Employees at AES Services will incur expenses other than those already recognized in the 10 

occupancy fee. Such costs may be for non-standard office equipment or supplies other than 11 

those included in the occupancy charge, employee training, employee travel for business 12 

purposes, outside consultants, etc. These costs are a normal part of doing business and, as 13 

incurred, are either in conjunction with employee activities directly attributable to AES 14 

Indiana or partially distributed to AES Indiana via the CAAM. 15 

Q30. Please describe the resulting non-labor expense pro forma adjustment on AES 16 

Indiana Financial Exhibit AESI-OPER, Schedule OM23. 17 

A30. The total pro forma amount for non-labor expenses and occupancy charges amounts to a 18 

net cost to AES Indiana of $73 thousand. The per books costs incurred for non-labor 19 

expenses and net occupancy charges during the test year amount to $58 thousand. 20 

Therefore, the net pro forma adjustment is an increase in costs chargeable to AES Indiana’s 21 

electric operating income in the amount of $14 thousand.  22 
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7. RETIRED PETERSBURG UNITS 1 AND 2 REGULATORY ASSETS 1 

Q31. Please describe the retirement of Petersburg Units 1 and 2. 2 

A31. Petersburg Units 1 and 2 were coal-fired generating units which were completed in 1967 3 

and 1969 respectively. Petersburg Unit 1 was a 220 MW generating unit; Petersburg Unit 4 

2 was a 410 MW generating unit. The two units are located at AES Indiana’s Petersburg 5 

Station in Petersburg, Indiana. These units were long devoted to and used and useful in the 6 

provision of service to AES Indiana’s retail customers. AES Indiana’s 2019 Integrated 7 

Resource Plan (“IRP”) Short Term Action Plan includes the retirement of Petersburg 8 

Station Unit 1 in 2021 and Unit 2 in 2023.2 Unit 1 was retired in May 2021 and Unit 2 was 9 

retired in May 2023. 10 

These retirements were considered “abnormal” retirements, i.e., “abandonments”, for U.S. 11 

GAAP purposes because they were scheduled to occur in the near future and earlier than 12 

the estimated end of useful life for the Petersburg Station, as identified in the most recent 13 

depreciation study presented to the Commission in AES Indiana’s most recent general rate 14 

case and used to establish the Company’s retail rates for electric service.3   15 

The Commission permitted AES Indiana to record regulatory assets for Petersburg Units 1 16 

and 2 in the Cause No. 45502 Order pursuant to an approved Settlement Agreement.4  The 17 

Commission further authorized AES Indiana to recover the unamortized balance in its next 18 

rate case in accordance with the Settlement.5  19 

                                                 
2 AES Indiana’s 2019 IRP was submitted to the Commission on December 16, 2019 and is available on the 
Commission’s website https://www.in.gov/iurc/energy-division/electricity-industry/integrated-resource-plans/.  
3 Cause No. 45029. 
4 Cause No. 45502 (IURC 11/17/2021) at 9. 
5 Cause No. 45502 (IURC 11/17/2021) at 9. 
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Q32. Please describe the Company’s proposed treatment of the Petersburg Units 1 and 2 1 

regulatory assets in this rate case. 2 

A32. The Petersburg Units 1 and 2 regulatory assets were created in accordance with the 3 

settlement approved in Cause No. 45502. The regulatory asset balance as of the December 4 

31, 2022 rate base cutoff date is $287.4 million in total, consisting of $47.5 million for Unit 5 

1, $208.0 million for Unit 2, and $31.9 million shared Unit 1 and 2. This amount has been 6 

adjusted by $105 million to reflect the theoretical future depreciation accruals based on the 7 

deprecation study completed by AES Indiana witness Spanos. The adjusted regulatory 8 

asset is $135 million and included in rate base as shown on AES Indiana Financial Exhibit 9 

AESI-RB, Schedule RB9. The Company proposes to amortize the regulatory asset for 10 

Petersburg Unit 1 using the amount of depreciation expense agreed to in the IURC 11 

approved settlement in Cause No. 45502, which was the amount of annual depreciation 12 

upon retirement in May 2022 of $5.0 million. The depreciation expense for Unit 2 and 13 

shared Unit 1 and 2 is based on the depreciation study completed by AES Indiana witness 14 

Spanos for this proceeding.  15 

8. UTILITY PLANT IN SERVICE AT ORIGINAL COST  16 

Q33. Please describe AES Indiana Financial Exhibit AESI-RB, Schedule RB2. 17 

A33. This schedule sets forth the used and useful net utility plant-in-service at December 31, 18 

2022, according to the books and records of AES Indiana. The schedule does not include 19 

construction work in progress, property held for future use, and non-utility property. 20 

Q34. In general terms, what does AES Indiana’s plant-in-service consist of? 21 

A34. The largest of the plant investments represents our generating stations, which are generally 22 

referred to as:  Petersburg Plant, Harding Street Plant, and Eagle Valley Plant. AES Indiana 23 
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also has two combustion turbines which are referred to as the Georgetown Plant. AES 1 

Indiana witness Bigalbal provides further detail on AES Indiana’s generating assets.6    2 

AES Indiana has office/operational buildings, generally referred to as:  Electric Building, 3 

Morris Street Service Center, and Arlington Service Center.  4 

AES Indiana’s distribution plant includes substations, poles and wires which bring the 5 

electricity to the customers, and the transmission plant includes poles, towers and wires 6 

which connect the power plants to the distribution system and with other surrounding 7 

utilities. AES Indiana witness Holtsclaw provides further detail on AES Indiana’s 8 

transmission and distribution assets.7  9 

Other items classified as plant-in-service include, but are not limited to service fleets, 10 

computers, software systems, and furniture. 11 

Q35. What procedures are in place to ensure that the amount reflected as utility plant-in-12 

service as of December 31, 2022 represents the actual cost of utility plant-in-service 13 

as of that date? 14 

A35. AES Indiana maintains continuing property records based on a capital work order 15 

procedure for constructed plant. Under this work order procedure, the cost of new 16 

construction or the installation of new equipment is not transferred to utility plant-in-17 

service until there is verification that the work has been completed and is in service. 18 

Additionally, capital projects require management authorization before costs are incurred 19 

and construction commences. Capital investment is also controlled by a budget and 20 

management approval process. Likewise, AES Indiana has a retirement work order 21 

                                                 
6 AES Indiana witness Bigalbal, Direct Testimony, Q/A 13 
7 AES Indiana witness Holtsclaw, Direct Testimony, Q/A 12-15 
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procedure which provides verification when a unit of property is removed from service, 1 

and accordingly the property is removed from the plant balance on the books and records 2 

of AES Indiana. 3 

As a matter of controlling work orders, AES Indiana uses modules within the SAP 4 

Enterprise Resource Planning (ERP) which integrates to the property accounting 5 

subledger, PowerPlan. The systems allow for the control of work orders from initialization 6 

through completion and the addition to or removal from plant-in-service on the books and 7 

records of AES Indiana. The control of work orders through this method tracks all open 8 

work orders for status, approvals, spending versus budgeted amounts and ultimately the in-9 

service or retirement date.  10 

Q36. What about items of property which are not subject to the work order process? 11 

A36. These would be items which are purchased and do not require construction activities. They 12 

would likewise be subject to spending authorization levels, spending approvals and budget 13 

approvals. Purchase orders are required in instances where a purchase would be significant 14 

enough to be capitalized to plant-in-service. Purchase orders cannot be initiated and 15 

approved by the same person. The purchase order contains the information needed to 16 

identify the appropriate property account and when the charge is incurred, the information 17 

is transferred to PowerPlan.  18 

Q37. Please describe AES Indiana Financial Exhibit AESI-RB Schedule RB6 – Pro Forma 19 

Adjustment to Remove Per Books Asset Retirement Cost. 20 

A37. As shown on this schedule, AES Indiana is proposing to remove $196.7 million from FERC 21 

Account 101 - Utility Plant in Service, on line 7, and $154.3 million from FERC Account 22 
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108 - Accumulated Depreciation, on line 8, related to Asset Retirement Obligations 1 

(“ARO”). AES Indiana is removing these items because they are non-cash assets on the 2 

balance sheet which offset estimated costs of removal not yet incurred or paid related to 3 

ash ponds, asbestos removal, and other required removal obligations on the balance sheet.  4 

9. DEPRECIATION AND AMORTIZATION EXPENSE 5 

Q38. Is AES Indiana filing a depreciation study as a part of this rate proceeding? 6 

A38. Yes. The depreciation study is presented by AES Indiana witness Spanos. 7 

Q39. Are there any adjustments to the operating results of the historic test year required 8 

in conjunction with the results of this depreciation study? 9 

A39. Yes. AES Indiana Financial Exhibit AESI-OPER, Schedule DEPR, which I sponsor, 10 

reflects the adjustment to the test year operating results caused by changes to depreciable 11 

plant during the twelve (12) months ended December 31, 2022, as well as the addition of 12 

the ACE Project, described by AES Indiana witness Barbarisi, which is scheduled for 13 

completion in early November 2023. The adjustment also incorporates the revised 14 

depreciation and amortization rates proposed by AES Indiana witness Spanos.8  15 

Q40. Referring to AES Indiana Financial Exhibit AESI-OPER, Schedule DEPR, please 16 

explain the information on line 1, total electric utility plant-in-service per book(s). 17 

A40. The information on this line comes from AES Indiana Financial Exhibit AESI-RB, 18 

Schedule RB2, which represents the total electric utility plant-in-service at December 31, 19 

2022, included in rate base for purposes of this proceeding. This line includes the systems 20 

                                                 
8 AES Indiana witness Spanos, Direct Testimony, Q/A 46    
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software adjustment which is included on AES Indiana Financial Exhibit AESI-RB, 1 

Schedule RB2.  2 

Q41. What is the reduction to plant-in-service, per books, on line 2 of AES Indiana 3 

Financial Exhibit AESI-OPER, Schedule DEPR? 4 

A41. This represents removal of the Asset Retirement Obligation (“ARO”) assets accrued to, 5 

and included in, electric plant-in-service on AES Indiana’s books and records.  6 

Q42. Why is this deducted from the plant-in-service line? 7 

A42. These costs do not represent depreciable values. They represent the future costs expected 8 

to be incurred when currently in-service plant is retired from service. This asset has also 9 

been removed from rate base for purposes of this filing as discussed in Q/A37.  10 

Q43. Are there other values included in plant-in-service which are not subject to 11 

depreciation? 12 

A43. Yes. The amounts on lines 3 and 4 of AES Indiana Financial Exhibit AESI-OPER, 13 

Schedule DEPR represent the removal of fully-amortized software and the removal of plant 14 

not subject to depreciation, respectively. An example of plant not subject to depreciation 15 

would be land. 16 

Q44. Have you removed the depreciation expense related to the non-jurisdictional MISO 17 

Transmission Expansion Plan (“MTEP”) plant deducted from rate base on AES 18 

Indiana Financial Exhibit AESI-RB, Schedule RB5? 19 

A44. Yes. The amount on AES Indiana Financial Exhibit AESI-OPER, Schedule DEPR, line 6, 20 

represents the value of the non-jurisdictional MTEP plant being removed from the plant 21 

applicable to depreciation expense in this rate proceeding. The non-jurisdictional MTEP 22 
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plant assets have also been removed from rate base for purposes of this filing on AES 1 

Indiana Financial Exhibit AESI-RB, Schedule RB5.9 2 

Q45. What is the addition for the ACE Project on AES Indiana Financial Exhibit AESI-3 

OPER, Schedule-DEPR, line 7? 4 

A45. This represents our estimated project costs that will be added to rate base upon completion 5 

of the ACE Project, a comprehensive customer information and data/operations 6 

management system, which is scheduled to be used and useful in early November 2023. 7 

This item is discussed in the direct testimony of AES Indiana witness Barbarisi and shown 8 

on AES Indiana Financial Exhibit AESI-RB, Schedule RB3. 9 

Q46. What is the subtraction for the Pete Unit 2 and 1&2 Shared Asset Retirements on line 10 

8 of AES Indiana Financial Exhibit AESI-OPER, Schedule-DEPR? 11 

A46. This represents the removal of Petersburg Unit 2 and Unit 1 & 2 shared assets. This item 12 

is discussed in the direct testimony of AES Indiana witness Aliff and shown on AES 13 

Indiana Financial Exhibit AESI-RB, Schedule RB4. 14 

Q47. What is the subtraction for the EV CCGT Forced Outage on line 9 of AES Indiana 15 

Financial Exhibit AESI-OPER, Schedule-DEPR? 16 

A47. This represents the removal of Eagle Forced Outage per FAC 133 S1 Order. This item is 17 

discussed in the direct testimony of AES Indiana witness Aliff and shown on AES Indiana 18 

Financial Exhibit AESI-RB, Schedule RB4. 19 

                                                 
9 AES Indiana Financial Exhibit AESI-RB, Schedule RB5 is sponsored by AES Indiana witness Aliff. 
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Q48. After adjusting for these various items to the initial utility plant figures in line 1 of 1 

AES Indiana Financial Exhibit AESI-OPER, Schedule DEPR, what happens next as 2 

we proceed down the lines of this schedule? 3 

A48. The remaining, depreciable asset amounts are enumerated on line 10 of this schedule. The 4 

net total, shown in column 7 of this schedule amounts to $6.3 billion. 5 

Q49. Please describe line 11 of AES Indiana Financial Exhibit AESI-OPER, Schedule 6 

DEPR.  7 

A49. Line 11 of this schedule summarizes the resulting annual depreciation expense for each 8 

major category of plant, after the results of the depreciation study performed by AES 9 

Indiana witness Spanos were applied to the depreciable plant. The total annual depreciation 10 

expense for AES Indiana, using the proposed depreciation rates, amounts to $295.8 million. 11 

Q50. What does the plant acquisition cost amortization represent on line 12 of AES Indiana 12 

Financial Exhibit AESI-OPER, Schedule DEPR, and why is it includable as an 13 

operating cost in this rate proceeding? 14 

A50. This line represents the plant acquisition cost associated with the purchase of a second 15 

combustion turbine at the Georgetown plant in accordance with the Certificate of Public 16 

Convenience and Necessity (“CPCN”) to purchase this unit issued by the Commission in 17 

Cause No. 43235. This unit is included in AES Indiana’s rate base, as proposed, and 18 

accepted by the Commission Order in Cause No. 44576. In accordance with FERC 19 

regulation, when a generating plant/unit is purchased from another utility, the recipient 20 

utility shall record the cost of the unit to plant-in-service using the same in-service cost and 21 

accumulated depreciation being shown on the books of the selling utility. FERC regulation 22 

then directs that any difference in the net cost on the selling utility books and the cost paid 23 
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by the recipient utility be booked as an acquisition adjustment (in a FERC 114 account) 1 

and the amount is to be amortized over the expected remaining useful life of the asset. Line 2 

12 of this schedule represents the amortization of the $0.5 million booked to the FERC 114 3 

Account over the estimated remaining life of the asset at the time of the purchase, which 4 

was 33 years. This results in the recognition of $15 thousand per year in amortization 5 

expense.  6 

Q51. Please describe the rate-based regulatory assets which are represented in the 7 

amortization on line 13 of AES Indiana Financial Exhibit AESI-OPER, Schedule 8 

DEPR. 9 

A51. This is the amortization of the rate-based regulatory assets detailed on AES Indiana 10 

Financial Exhibit AESI-RB, Schedule RB9, which is co-sponsored by AES Indiana witness 11 

Aliff.  12 

Q52. What is the resulting pro forma adjustment to the test year operating results that you 13 

are proposing on AES Indiana Financial Exhibit AESI-OPER, Schedule DEPR? 14 

A52. The pro forma adjustment is shown on line 17 of this schedule and represents a net increase 15 

of $59.5 million over the depreciation and amortization costs incurred during the twelve-16 

month period ended December 31, 2022. Without this adjustment, the operating expenses 17 

pro forma at present rates would be understated and would not be representative of 18 

expected going-forward costs.  19 

10. SUMMARY AND RECOMMENDATIONS 20 

Q53. Please summarize your testimony and recommendations. 21 
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A53. I have provided an overview of AES Indiana’s financial operations and explain the steps 1 

taken by the Company to maintain the integrity of its books and records in accordance with 2 

the FERC USOA, GAAP, FASB, Sarbanes-Oxley, and other control procedures. The 3 

Company’s independent auditor’s report from Ernst & Young stated that the financial 4 

statements in their opinion were presented fairly in all material respects. 5 

Transactions between AES Indiana and AES Services are governed by the Service 6 

Agreement and CAAM. These and other affiliate transactions allow for the sharing of 7 

technical expertise and for cost-sharing opportunities related to operational goods and 8 

services. The occupancy charges for use of One Monument Circle are reasonable and the 9 

related revenue is included as a decrease in electric operation expense in the retail revenue 10 

requirement. 11 

The Petersburg Units 1 and 2 have been retired. The Petersburg Units 1 and 2 regulatory 12 

assets were created in accordance with the settlement approved in Cause No. 45502. The 13 

Company proposes to amortize the regulatory asset for Petersburg Unit 1 using the amount 14 

of depreciation expense agreed to in the settlement approved in Cause No. 45502. The 15 

depreciation expense for Unit 2 and shared Unit 1 and 2 is reasonably based on the 16 

depreciation study completed by AES Indiana witness Spanos for this proceeding.  17 

My testimony summarizes the utility plant-in-service, which is included as rate base in this 18 

proceeding. Also, I have reasonably applied the results of the depreciation study to an 19 

adjusted depreciable plant balance to determine the pro forma adjustment necessary for 20 
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depreciation expense as shown in AES Indiana Financial Exhibit AESI-OPER, Schedule 1 

DEPR line 17.10 2 

Q54. Does this conclude your verified pre-filed direct testimony? 3 

A54. Yes.  4 

                                                 
10 AES Indiana Financial Exhibit AESI-OPER, Schedule DEPR is co-sponsored by AES Indiana witnesses Spanos 
and Osborn 
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