
June 30,2008 

Stephanie L. Stumbo 
Executive Director 
Public Service Cornmission of Kentucky 
21 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

421 West  hriuiii Sirei: 
Por: O i i i c i  Box 6 3 4  
Frankio i t  I:\’ 40GO24ii34 
iSQ?l 223-3477 
15021 ?23.4124 F a x  

RE: P.S.C. Case No. 2007-00276 

Dear Ms. Stumbo: 

In its January 18,2008 Order in this case, the Commission approved the fuel adjustment 
clause charges and credits billed by Kentucky Power Company for the period November 1,2006 
through April 30,2007. The Commission further directed that this case remain open pending a 
review by the Public Service Commission of West Virginia of an adjustment between 
Appalachian Power Company and Kentucky Power to compensate Kentucky Power for the 
metering discrepancies at the Leach to South Neal tie line interconnection between Appalachian 
Power and Kentucky Power. 

On June 26,2008 the Public Service Commission of West Virginia entered an order’ 
approving the Joint Stipulation and Agreement for Settlement between Appalachian Power and 
others with respect to Appalachian Power Company’s proposed Expanded Net Energy Costs 
(“ENEC”) charge beginning July 1,2008. A copy of that order and attachment is enclosed with 
this letter as Exhibit 1. Part of the approved ENEC charge was the one-month adjustment 
between Appalachian Power and Kentucky Power resolving the metering discrepancy. See, West 
Virginia Order, Exhibit A, Joint Stipulation and Agreement for Settlement at 3 11.1 (“This 
balance reflects several adjustments, including a one-month adjustment to correct ai interchange 
metering error between APCo and Kentucky Power, consistent with Article 8.6 of the AEP 
Interconnection Agreement.”) 

With the entiy of the West Virginia Order, Kentucky Power believes it is appropriate foi 
the Commission to enter an order permitting Kentucky Power to modify its fuel adjustment 
clause and environmental surcharge filings to reflect for a single month the effect on Kentucky 
Power’s fuel costs, System Sales profit and environmental surcharge of adjustments between 

’ Order, General liivesrigariori Io Derernrine Rea,sonoble Rarer for Appolachian Power Conipany and Wheeling 
Power Conipmiy on arid ajier Jirly I ,  2008, Case No, 08-0278-E41 (W. Va P.S.C June 26,2008) (“West Virginia 
Order”). 
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Kentucky Power and Appalachian Power, and Kentucky Power and Ohio Power Company: as a 
result of the metering discrepancies. As set out in detail in my October 10,2007 letter to the 
Commission in Case No. 2006-00507, and Exhibit 2 to that letter, the net effect of the 
adjustments resulting from both metering discrepancies is a credit of $66,075 payable to 
Kentucky Power's  customer^.^ 

In keeping with the calculations provided in Exhibit 2 to my October 10,2007 letter to 
the Commission, Kentucky Power requests an order permitting it to modify its fuel adjustment 
clause and environmental surcharge filings in the month immediately following the 
Commission's Order in accordance with this letter as follows: 

b 

0 

An increase in fuel costs of $9,965; 

A decrease in System Sales profits credited to customers of $1 19,038; and 

A decrease in the Environmental Surcharge of $195,078. 

Kentucky Power further seeks authority to apply each the adjusted amounts to customer bills for 
the same month. Finally, the Company requests that an Order be entered closing Case No. 2007- 
00276. 

\ 
Please do not hesitate to contact me if you have any 

cc: Lawrence Cook 
Michael ICurtz 

KE057:KE198:171331 :FRANKFOR1 

The metering error between Kentucky Power and Ohio Power Company occurred at the interconnection on the 
Bellefonte-Pleasant Street tie line between Ohio Power Company and Kentucky Power. 

' A copy of the October 10, 2007 letter, with Exhibit 2 only, is attached to this letter as Exhibit 2. See also, Notice 
of Detesmination of Adjustment, III the Matter of A n  Exantirtofiort of the Applicatiorl of the Fuel Adjrrstntntt Claim 
of Anwican Elecfric Power Cosipariy,fioni November I ,  2006 lo Apri .30, 2007, P.S.C. Case No. 2007-00276 (Filed 
March 24, 2008) 
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PUBLIC SERVICE COMMISSION 
OF WEST VIRGINIA 

CHARLESTON 

At a session of the P1JBL.IC SERVICE COMMISSION OF WEST VIRGINIA in 
the City of Charleston on the 26th day of June 2008 

CASE NO. 08-0278-E-GI 

APPALACI-IIAN POWER COMPANY and 
WHEELING POWER COMPANY. 

General Investigation to Determine Reasonable Ri s for 
Appalachian Power Company and Wheeling Power 
Company on and after July 1,2008 

COMMISSION ORDER 

Tlie Commission approves the Foint Stipulation as discussed herein 

Introduction 

The Commission is charged in this case with reviewing, evaluating and, if appropriate, 
approving the rates necessary to recover the reasonable and prudent E.xpanded Net Energy 
Costs (ENEC) of Appalachian Power Company (APCo) and Wheeling Power (WCo) 
(herein collectively the Companies.) This E.NEC proceeding was initiated putsuant to a.Joint 
Stipulation and Agreement for Settlement (Joint Stipulation) in AF’Co’s last base rate case, 
Case No. OS-1278-E. PC-PW-42T. 

Generally, E . m C  costs include fossil fuel consumed; power purcliased fiom external 
sources; transactions within the American Electric pool; the financial settlement of 
transmission losses (offset by revenues from American Electric Power off-system sales); 
certain other revenues associated with bansmission service and emission allowance gains; 
certain production costs (primarily for fuel handling and environmental costs); and tlie cost 
of emission allowances. In the recent case involving APCo’s request fox a Certificate of 
Convenience and Necessity to construct its proposed integrated Gasification Combined Cycle 
facility adjoining its Mountaineer Plant in Mason County, we discussed the ENEC 
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proceeding'., For purposes of APCo and Wheeling's E.NE.C, the Commission currently 
considers other cost elements along with its consideration of the traditional net ENEC costs 
as a result of other Commission proceedings. These include costs related to ongoing 
construction ofpollution control equipment and costs related to upgrading several troubled 
small electric distribution companies Musser Companies). 

The object ofthe ENEC proceeding is to attempt to provide thc utility with some level 
of recovery for certain net costs of providing electric service to its customers to which the 
utility is exposed and against wkich the utility has a limited ability to protect itself, The 
Commission is cognizant of the plight of the electric utilities and its customers and the 
exposure that both suffer as a result ofthe significant and material fluctuations that can occur 
inE-NEC costs. The Commission is aware that these costs are extremely volatile and difficult 
to predict and can have a significant impact on the rates of cusiomers. The Commission 
strives to afford a measure of protection for customers in assuring that ENEC costs are 
reasonable and prudently incurred. As a consequence, the Commission is sensitive to these 
costs and cognizant ofthc level of oversight and responsibility imposed on the Commission 
to be cautious and guarded in reviewing the methods used to anive at the E . E C  estimates 

ENEC cost and rate estimates are difficult and complex, and future recovery of 
projected costs could be impacted if actual sales levels differed significantly from the 
projections that were used to design rates. The Conmission would observe that the 
testimony in this case indicates that the Companies and the Parties demonstrated 
cornmendable accuracy in the calculation of ENEC costs and the rate increments necessary 
to recover projected costs. In the Companies' last ENEC case (Case No. 07-0248-E-GI 
(2007 ENEC Case)), estimated ENEC costs exceeded ENEC revenues by only $454,205 out 
of a total ENEC estimate of approximately 5743 million during 2007. I t  is against that 
background that the Commission has reviewed the record and the Joint Stipulation in this 
case. 

Procedural Backpround -- 

On February 29, 2008, the Companies filed their 2008 EhTC petition seeking 
increased rates, along with the direct testimony in support of the requested increase As 
originally filed, the Companies requested changes in their approved rates and charges that 
would produce a total increase in annual revenue of approximately $ 1  56 million. However, 

' ENEC: in 1976. the Commission initiated periodic "Fuel Cost Proceedings" of fuel costs (and fuel-related purchucd 
power costs) ofelecuic utilities for past and projened fuel cos15 In 198 I.  the Conlniission modified those proceedings 
ID include other energy cost components including energy ponions of purchsed power uansnctions, offsets for energy 
cost recoveries in afiliated and other wholesale soles. including COS& other than fuel costs and certain energy cost 
recoveries. Reginningin 1984,UieCommissionagainrnodifiedthecvstcomponeotsU~alwereconsidcred inthose annual 
proceedings to incorporate nonmergy cost components in Uie ailnual review. and allowed the inclusion o i  the demand 
portion of purchased power lransactions, power pool capacily payments and offsets for demand credits from affiliated 
and other wholesale transactions, and demand-related transmission costs and credits Since these special purpose rate 
proceedings were "expanded" beyond net energy costs to include demand-related cos& and credits, they come to be 
referred to JS Expanded Net En-rgv Cost (ENEC) proceedings Sce, March 6 ,  2008. Ordcr in APCo. Case No 
06-0033-E-CN. 
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the Companies and the other parties tothis proceeding later reached the Joint Stipulation that 
requested that the Commission approve a total increase in annual revenue of approximately 
$106 million, consisting of an increase of'$88,3 16,406 for the traditional ENEX portion of 
the ease; a consmction surcharge increase of$13,900,088; a reduction of $998,494 in the 
Musser surcharge rates; and a recovery, through a separate surcharge, of the recorded 
regulatory asset of $4,782,000 associated with certain 2007 increased reliability expenditures 
through a separate surcharge., 

On March 20, 2008, the Commission issued an Order Uial granted various petitions 
to intervene; adopted a procedural schedule for the filing of testimony and holding an 
evidentiary hearing; and required the Companies lo publish a Notice of Hearing. A 
Commission Order issued May 6,  2008, granted several additional petitions to intervene. 

On May 6,2008, Commission Staff(Staf0 filed the direct testimonies ofEdwin L.,. 
Oxley and Thomas D. Sprinkle, the Consumer Advocate Division (CAD) filed the direct 
testimonies of Deanna Lynne White and Billy Jack Gregg, and tlie West Virginia Energy 
IJsers Group (UrVEUG) filed the direct testimony of Stephen J Baron. 

On May21,2008, the Companies, Staff, CAD, WVEIJG, Century Aluminum of West 
Virginia, hc., and West Virginia Alloys, Inc. (collectively, the Stipulatingl'arties) submitted 
the proposed Joint Stipulation in resolution of all outstanding issues in this case, The 
Stipulating Parties appeared before the Commission on May 21,2008, to present the Joint 
Stipulation and to respond to Coinmission questions about the Joint Stipulation. Another 
party to this proceeding, Steel o f  West Virginia, Inc., stated that it would notjoin in the Joint 
Stipulation but did not object to its approval. The only remaining party, the South Bluefield 
Neighborhood Association, did not appear at the May 21, 2008 hearing and presented no 
testimony in the case but has indicated to one or more ofthe Stipulating Parties that it objects 
to the Joint Stipulation. 

On .June 9, 2008, thc Companies filed a letter attaching a p e d  exhibits and tariff 
forms for attachment to the Joint Stipulation, and by letter filed on June 10, 2008, the 
Companies explained that the exhibits and tariff forms filed the preceding day were to 
replace those that were presented at the hearing. On June 25,2008, the Companies filed a 
letter explaining each ofthe revisions. The Commission has reviewed the revisions and the 
explanatory letter. None of the revisions affects the additional annual revenue provided 
under the Joint Stipulation and the revisions ate meiely de tvinimis changes to various tariff 
provisions 

Summary of the Joint Stipulation 

The Companies offered Teny R. Eads, Director o1Regulatory Services for APCo, to 
sponsor the ,Joint Stipulation. 

The loin1 Stipulation provides for a 2007 ENEC prior-period over-recovery balance 
of $1 1,648,050, and, having reflected this over-recovery balance, a projection of the net 
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I1 
increase in revenue requirement necessary to recover expanded net energy costs during the 
ENEC forecast pexiod of $88,316,406. 

The Joint Stipulation provides for a total revenue requirement 01$68,725,0,35 for the 
Construction Surcharge established pursuant to Paragraphs 25 through 27 of‘ the Joint 
Stipulation and Agreement for Settlement in Case No. 05-1278-E-PC-PW-421” Beginning 
.July 1,2008, the Construction Surcharges for each Tariff class will be effective and will stay 
in effect until lune 30,2009, or until further order of the Commission, and are projected to 
produce additional annual revenues of $13,900,088. 

The Joint Stipulation also addresses the Companies’ projection of a revenue 
requirement reduction of $998,494 to adjust the Musser surcharge rates that had provided 
revenue to enable APCo to perform work upgrading and integrating into its system the 
electric facilities and operations of the former McDowell County “Musser Companies,” 
pursuant to the senlement approval in Case No., 06-0828-,EW.,-SC. 

The .Joint Stipulation states that the Companies will be allowed to recover, through 
a separate surcharge, $4,782,000 associated with the increase in 2007 of reliability 
expenditures that they committed to makc and that they deferred and recorded as a regulatory 
asset pursuant to Paragraphs 31 through 34 of the .Joint Stipulation and Agreement for 
Settlement in Case No. 05-1278-E-PC-PW-421. 

Thc .Joint Stipulation provides that the rate increase to go into effect on July 1: 2008, 
will produce total additional annual revenue of $106,000,000 and constitutes an overall 
increase in the Companies’ rates of approximately I 135%. 

The Joint Stipulation also addresses the feed back ofthe projected remaining historical 
accumulated ENEC over-recovery balance (the Bank) at June .30, 2008, of approximately 
$ 1  8,000,000. Effeclive.July 1,2008, one ~ialf(orapproximate1y $9,000,000) oftheprojected 
Bank balance held by APCo as of June 30, 2008, will be applied as a credit to the 2008 
cumulative deferred ENEC over/under-recovery balance.. The remaining halfofthe aforesaid 
Bank balance will be credited to customers as amortization feed back credits for the twelve 
months coinmencing July 1,2008. 

Gypsum disposal costs for the Mountaineer scrubber are not included in the 2007 
ENEC Reconciliation under the Joint Stipulation. .The ovedunder-recovery calculation of 
the 2007 ENEC Reconciliation included in the Joint Stipulation reflects the removal o f  
approximately $1 .,047 million in gypsum disposal costs previously recorded by APCo. 
Mr. Eads explained that, since gypsum disposal costs were being recovered through the 2007 
Construction Surcharge, the Companies would not be including these costs in the 
forthcoming 2008 ENEC Reconciliation for the period January 2008 through June 2008 
Under the .Joint Stipulation, however, gypsum disposal costs will be included in the Em.C 
beginning Iuly 1,2008, and will be excluded Gom recovery in the Construction Surcharge. 
Transcript, p. 2 1. 
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Mr Eads responded to questions from the Commission and discussed the settlement 
reached by the Stipulating Parties on subsidiary issues that had been raised during the 
proceeding. Following is a brief summary of those issues, and the resolution proposed in the 
Stipulation 

Vegetation Management expenses recovered through the Constriiction 
Surcharge shall not he included in future determinations of recovery of 
Reliability Expenditures 

The Companies will continue to explore opportunities to add 
cost-effective capacity resources, such as the Dresden Generating Plant. 

The Companies shall not be required to provide a report in next year's 
ENEC proceeding with rcspect to AEP's assignment of the 
Lawrenceburg Plant. 

The Companies agree to meet with interested parties to develop an 
agreed-upon template for presentation of fotecasted and actual data to 
he used in kture ENEC proceedings 

The Companies agree to make monthly filings of Actual EhFC 
Reconciliation information with the Staff 

Ohio Power Company (OPCo) filed with the Federal Energy 
Regulatory Commission (FE,RC) at Docket No. ER08-899-000 a 
request that the effective date of the OPCo/WPCo Agreement he 
extended from July 1, 2008 to September 1,2008 and that the period 
for filing interventions and comments be extended to July 22, 2008. 
FERC granted that request on May 21, 2008 The Stipulating Parties 
agree to enter into good-faith discussions in an effort to reach 
agreement on wholesale rates lor WPCo. 

The Stipulating Parties recommend that the Commission initiate a 
General Investigation to explore options for meeting the future power 
supply requirements of WPCo's service territory. 

APCo's hvo-year partial and limited exemption to the requirements of 
- W.Va. Code $24-2-12 involving certain fuel-related transactions, 
should be extended from the current termination date of March 1,2009 
to June 30, 2009, or the entry date of the Commission's Order in the 
2009 E,NEC case, if  earlier 
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DISCUSSION 

The Comniission reviewed the Joint Stipulation and a p e s  wiUi the Stipulating Parties 
that the $106,000,000 increase in annual revenue agreed to by the Stipulating Parties 
represents a reasonable compromise and settlement ofthe various issues originally presented 
in this case The Commission further agrees to the resolution of the following specific 
elements of the Joint Stipulation for purposes of the settlement in this case: 

1 A 2007 ENEC prior-period over-recovery balance of $11,648,050, and, 
including consideration of this over-recovery, a net increase of $88,3 16,406 in revenue 
requirement necessary to recover expanded net cnergy costs duiing the Eh‘EC forecast 
period 

2 ,  A total revenue requirement of $68,725,035 for the Constnrction Surcharge 
established pursuant to Paragraphs 25 through 27 of the Joint Stipulation and Agreement for 
Settlement in Case No. 05- 1278-E-PC-PW-42T that represents an additional annual revenue 
requirement of $13,900,088 

3 .  A revenue requirement reduction of $998,494 to adjust the Musser surcharge 
rates that had provided revenue to enable APCo to perform work upgrading and  integrating 
into its system the electric facilities and operations ofthe former McDowell County “Musser 
Companies,” pursuant to the settlement approval in Case No. 06-0828-EW-SC 

4 Allowing thc Companies to recover, through a separate surcharge, $4,782,000 
associated with 2007 increased reliability expenditures that they cormniited to make and that 
they deferred and recorded as a regulatory asset pursuant to Paragraphs 3 1 through 34 of the 
Joint Stipulation and Agreement for Settleinent in Case No. 05-1278-E-PC-PW-42T. 

5. The feed back of one half (or approximately $9,000,000) of the approximate 
projected $1 8,000,000 Bank being held by APCo as of June 30,2008, is to be applied as a 
credit to the 2008 cumulative deferred E.NEC overhnder-recovery balance. The remaining 
half of the aforesaid Bank balance will bc credited to customers as amortization feed back 
credits for the twelve months commencing July 1, 2008. 

6. The removal of the gypsum disposal costs for Lhe Mountaineer scrubber from 
the 2007 ENE.C Reconciliation and, from the period January through June 2008, in the 2008 
ENEC Reconciliation.. The inclusion of the gypsuin disposal costs as an ENEC expense in 
the fuhuc ENE-C proceedings. 

7. The recovery of Uie Vegetation Management expenses through the 
Construction Surcharge will not be included in  future determinations of rccovery of 
Reliability Expenditures. 

8. The Companies’ agreement to cxplore opportunities to add cost-cffcctive 
capacity resources, such as the Dresden Generating Plant. 
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Y,, The Companies shall not be required to provide a report in next year’s ENEC 

proceeding with respect to AEP’s assignment of the Lawenceburg Plant. 

10. The Companies’ ageement to meet with interested parties to develop an 
agreed-upon template for presentation of forecasted and actual data to be used in future 
ENEC proceedings. 

11. .  The Companies’ agreement to make monthly filings of Actual ENEC 
Reconciliation information with the Staff. 

12, The Stipulating Parties agree to enter into good-faith discussions in an effort 
to reach agreement on wholesale rates for WPCo. 

13. The Commission will initiate a General Investigation to explore options for 
meeting the future power supply requirements of WPCO‘S service territory. 

14. APCo’s two-year partial and limited exemption to the requirements of= 
Code §24,-2-12 involving certain fue lda ted  hansactions, will be extended &om the current 
termination date of March 1,2009, to June 30,2009, or the entry date of the Commission’s 
Order in the 2009 ENEC case, if earlier. 

The Joint Stipulation and the settlement involve a complex and intenelated series of 
agreements. While the Commission might haventled differently in one or more of the issues 
on an individual basis, the Commission believes that the Joint Stipulation, overall, is fair and 
reasonable. Further, all Stipulating Parties agreed on the record that they supported the Joint 
Stipulation for purposes of sealing this ENEC proceeding. 

The record is complete and adequate and supports the .Joint Stipulation, howevcr, the 
Commission emphasizes that it expects the Companies to pursue in good faith the 
commitments made in the Joint Stipulation, particularly as they relate to (i) exploring 
opportunities to add cost-effective capacity resources; (ii) entering into ‘good-faith 
discussions in an effort to reach agreements on wholesale rates for WPCo; and 
(iii) developing a template for presentation of forecasted and actual data to be used in future 
E.NEC proceedings. 

The Commission particularly notes its concern during the hearing about the 
presentation and form of the ENEC forecasted and actual data, and Mr. Eads addressed that 
issue in testimony at the hearing.. Tr. pp. 3 3 ,  34; Company Exh 1; Direct .Testimony of 
William A. Allen, WAA Exh. No. 2 The Commission believes lhat schedules that reflect 
detailed comparisons between the forecasted and actual data and prior year calculations 
would be helpful in the presentation of more complete and understandable data that would 
facilitate the review and understanding of the major factors contributing to ENEC changes 
from one case to another. @, The testimony of the CAD witness was particularly helpful in 
that regard. CAD Exh.. 2, pp. 14-5 1. 
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While this Commission’s approval of utility service rate increases is never granted 
with enthusiasm, we take some comfort in the fact that these Companies continue to provide 
quality electric service at some of the lowest rates in the nation. Testimony in this 
proceeding stated that of the 183 electric utility service territories in the country, customers 
in Appalachian Power Company’s service territory currently pay the fim lowest rates and 
those in Wheeling Power Company’s service territory pay the sixth lowest rates. &Hearing 
Tr. p. 25, Testimony of Mr. Eads. Mr., Eads stated that even after the rate increase in this 
case is implcmcntcd, thc Companies’ rates will remain among the lowest. 

I The Stipulating Partics presented a Joint Stipulation addressing all issues of the 
ENEC proceeding filed by Lhe Companies 

2 

A. 

B. 

C. 

The Final Ioint Stipulation provides for: 

An increase of $88,3 16,406 for the ENEC portion of the case. 

A construction surcharge increase of approximately $13,900,088 

A reduction of$998,494 to adjust the Musser surcharge ratesthat had provided 
revenue to enable APCo to perform work upgading and integrating into its system the 
eleclric facilities and operations of the former McDowell County “Musser Companies.” 

D. The recovery, through a separate surcharge, of the recorded regulatory asset 
of $4,782,000 associated with certain 2007 increased reliability expenditures 

E The recovery of the Vcgctation Management expenses through the 
Construction Surcharge will not be included in future determinations of recovery of 
Reliability Expenditures 

F. The Companies to continue to explore opportunities to add cost-effective 
:ity resources, such as the Dresden Generating Plant., 

G. The Companies to not be required to provide a report in next year’s ENEC 
xding with respect to E P ’ s  assignment of the Lawrenceburg Plant. 

H. 

:edings 

The Companies to agree to meet with interested parties to develop an agreed- 
template for presentation of forecasted and actual data to be used in future ENEC 

I ,  The Companies to agree to make monthly filings of Actuai 5MC 
nciliation information with the Staff. 

J The Stipulating Parties to agrcc to enter into good-faith discussions in an effort 
public scnlcc comrmssion 
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to reach agreement on wholesale rates lor WPCo. 

K: The Commission to initiate a General Investigation to explore options for 
meeting the future power supply requirements of WCo’s service territory. 

L. APCo’s two~year partial and limited exemption to the requirements of- - Ij24-,2-12 involving certain fuel-related transactions, to be extended from the current 
letinination date ofMarch 1,2009, to June 30,2009, or the entry date of the Commission’s 
Order in the 2009 ENEC case, if earlier., 

M. The feed back of half of the Bank as a credit to the 2008 cumulative deferred 
ENEC over/under-recovery balance. The feed back of the remaining half of the aforesaid 
Bank balance as a credit to customers for the hvelve months commencing .July 1, 2008 

CONCLUSION OF LAW 

The Joint Stipulation constitutes a reasonable resolution and compromise of  the 
Companies’ ENEC filing and the positions taken by thevarious parties to this pxoceeding and 
will be adopted by the Commission. By separate order, the Commission will initiate a 
General Investigation to explore options for meeting the future power supply requirements 
of WCo’s service territory. 

ORDER 

IT IS TTTERI;,FORE ORDERED that the Joint Stipulation (attached as Appendix A), 
including the amended exhibits and tariffs as agreed to by the Stipulating Parlies and 
included in the June 9,2008 filing, is hereby approved in resolution ofthis proceeding 

IT IS FURTI-IFR ORDER!2D that within thirty days of the date of this Order, the 
Companies shall file with the Commission‘s Tariff Office an original and six copies ofproper 
tariffs setting forth the rates hereby approved. 

IT IS FURTHER,ORDERED that upon entry of this Order this case shall be removed 

I’ 
Public Scwice Commission 
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ITIS FURTHERORDEWDthat theCommission's Executive Secretary serve acopy 
of this Order upon all parties of record by IJnited States First Class Mail and upon 
Commission Staff by hand delivery. 

JMLklrn 
080278cc.wpd 

public Servlce Commission 
of W e s t  V i m &  

Charlllcston 10 



APPENDIX A 

PUBLIC SERVICE COMM3SSXON 
OF WEST VIRGIMA 

CHARLESTON 

CASE NO. OS-0278-ECI 

APPALACEUAh’ POWER COMPANY nnd 
WHEELBVG POWER COMPANY, 

General investigation to Determine Reasonnble 
Rates for Appalachian Power Company and 
Wheeling Power Company on and after July 1,2008 

JOINT STIPULATION AND AGREEMXNT FOR S E W M E N T  

Purmant to W T’a, Code, §24-1-9(ff and Rule 13.4 of Title 150, Series 1, of the 

Public ScMee Commission of West Virginin’s Rules of Practice and Procedure, the 

following p d e s  to this proceeding (hereinafier ‘%e StipuWng Parties”), Appdachian 

Power Company (“APCo”) and Wheeling Power Company (“WPCo”) (collectively “the 

Companies”), the Staffoithe Public Service Commission of West Vitgioi~ (‘%e Staff’), 

the Coosunier Advocate Division of the Public Service Commission of West Virginia 

(“the CAD), E..I du Pont de Nemours and Company, Bayer CmpScience, Bayer 

MaterialScience, PPG Indwtxies, Inc., and Air Products & Chemicais, Inc,, refened to 

collectively as West Virginia Energy IJsers Ci~oup (“WVEUG). Century Aluminum of 

West Virgini~, Inc. (“Century”), and West Virginin Alloys, Inc. (“WV Alloys”) join in 

this Joint Stipulation and Agreement for Settlement (“this Agreement”), and request that 

the Public Service Commission of West Virginia (“thc Commission”) approve and adopt 

it, in its entirety and without modification, lis the full and fun1 resolution of the instant 



proceeding. In support of this Agreemenf the Stipulating Parlies make the folloWing 

representations: 
- . . . . - . 

Proceduraf =tory 

1. On February 29, 2008, the Companies made their 2008 E.NEC filing, 

consisting ofthe direct testimony and exhibits of Terry R. Eads, William A. Allen, Jason 

T. Rusk, and Steven H. Feryson. 

2., On March 20,2008 the Commission issued an Order which, among other 

things, established dates for (he filing of testimony, required the Companics to publish E 

prescribed Notice of Hearing, nnd scheduled an evidentiary heariog in this matter to 

commence at 9:30 a m  on May 21,2008. 

3. On various dates, VSI~OUS entities filed petitions to intervene, which were 

granted by the Commission. 

4 The Companies provided public notice in  substmtial compliance with the 

Commission's mandate. 

5. In the course of the discovery phase or this proceeding, requests for 

information were filed by various parties and responded to by the parties to whom they 

were addressed. 

6 On May 6,2008, the Staff filed the direct testimony and exhibits of Edwiu 

L O ~ l e y  and Thomas D. Sprinkle, the CAD filed the direct testimony and exlubitf, of 

Billy Jack Gregg and Dearma Lynne W t c ,  and the WVEUG filed the direct testimony 

and exhibits of Stephen J. Boron 

7, On MEY 16, 2008, the Companies filed the rebuttal teslimony and exhibits 

of Terry R. h d s ,  Wiilim A Allen, Jason T. Rusk, and Steven H. Ferguson. 
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8.. Various of !be Stipulating Pnrties engnged in settlement discussions 

concerning all aspects of the instant proceeding and met on May 16, 19, and 20, 2008 

All parties to this proceeding were invited to attend (or participate by phone in) &k initial 

settlement meeting on May 16, 2008, The Stipulating Parties have now reached 

agreemont on a comprehensive series of proposals to recommend to the Commission a s  a 

fair and just settlement of the issues in this proceeding 

. -  - .. . . 

9. The Stipulating Paaies agree thnt the substantive elements of the proposed 

settlement, which are hereby submitted for the Commission's approval, resolve all ofthe 

issues in this proceeding, and are sat forth in paaiculnr below and in the exhibits attached 

hereto. 

Emanded Net E n e m  

10. For purposes of !he seltlement, the StipuIaling Parties agree to accept (a) 

an 2007 ENEC prior-period over-recovery balance of $1 1,648,050 ' and, having reflected 

this over-recovery bdmce, @) a projection o i  the net increase in revenue requirement 

necessery to recover eqaoded net energy costs during the ENEC forecast period of 

$88,316.406 

11. The Stipulating Parties a p e  that, beginning July 1,2008, the ENEC rates 

for each tariff class shall bo those set forth in Exhibit A, which is attached hereto and 

incorporated herein Those ENEC rates shdl stny in effect until June 30,2009, or h t h e r  

order of h e  Commission, and are projected to produce additional nnnual revenues of 

approximately $88,316,406. 

' This balauw reflecls scvetal odjutmcnts, including n onemonth rdjustmenc to correct M 
intorchMgc metering error betwcvn APCo nnd Kentuci;y Power Company. consistent wilh M c i e  8 6 of 
the AEP Inkrconncction AgrccmenI 
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Construction Surcharge 

12 For purposes of settlement, the Stipulating Parties agree to an increased 

revenue requirement of $68,725,035 for the Construction Surchge  established pursuant 

to Paragraph 25 through 27 of the Joint Stipulation and Agreement for Settlement In 

Case No 05-1278 -E-PC-PW-421 

The Stipulating Pulies agree that, beginning July I ,  2008, the Construction 

Surcharges for each Tariff c k s  shall be those set forth in Exhibit C, which is nttached 

hereto and incorporated hereia, Those construction surcharge rates shall StRy in effect 

until .lune 30, 2009, or further order of the Commission, and are projected to produce 

additionnl mud revenues of $13,900,088. 

~ Musser Sarchnree 

13., For purposes of settlement, the Stipulrlting Parties accept the Companies' 

projection o f a  revenue requirement reduction of $998,494 to adjust the Musser surcharge 

raies which had provided revenue to enable APCo to perform work upgrading and 

integrating into its system the electric facilities and operations of the former McDowell 

County "Musser Companies," pursuant to the settlement epprovd in Case No. 06-0828- 

EW-SC. This revenue requirement reduction shnll be reflected in the adjustment of the 

sutchnrges shown on Exhibit D, which is attached hereto and incorporated herein, 

payable by customers of the Companies served under the following r8te schedules: RS, 

SGS, SS, MGS, SWS, OL, and SL. 

Reliability Ernenditores 

14. 'The Companies wiil be allowed to rccover reventi:: of $4,782,000 

associated with 2007 increased reliability expenditures whkh they committed to moke 



pursuant to Paragraphs 31 through 34 of the Joint Stipulation and Agreement for 

Settlemen[ in Case No. 05-1278-E-PC-PW,42T Rccovery of these expenditures will be 

provided through the application of the surcharge A shown on Exhibit E, which is 

attached hereto and incorporated herein., The Reliability Surcharge rates will become 

effective on and after July 1, 2008 ind shall stay in effect until June 30, 2009, and me 

projected to produce additional annual revenues of $4,782,000. h y  mounts over or 

under collected pursuant to the surcharge will be added to the ENEX over or under- 

recovery balance in a subsequent ENEC proceeding 

- .. -. .. . .. __ 

Net Increase 

15. The rate increase to go into effect on July 1, 2008 will produce a total 

nnnual revenue of $106,000,000 comprised as follows: increased ENEC revenues of 

$88,3 16,406; increased constmction surcharge revenues of $13,900,088; increased 

reliability expenditure revenues of $4,782,000; and reduction to Musser surcharge 

revenues of S998,494. The $106,000,000 increase consti!xtes an overall incrense in the 

Companies’ rates of approximately 11.35% 

Bank Feeiibaclc 

16. In its testimony the Companies proposed to feed back the prqjected 

~ m n i n i n g  historical accumulated EMEC over-recovery balance (“%e Ban!?) of 

approximately $18,000,000. ‘The Stipulating Paties agree that effective .July 1, 2008, one 

half (or approximately $9,000,000) ofthe Bank being held by APCo as of June 30, 2008 

shall be applied as a credit to the 2006 cumulative deferred ENEC overiunder-recovery 

balance. Application of this credit shall be by customer class/special contract, wilh each 

such customer clasdspecial contract receivhg its respective specific share, if any, oftbe 



projected June 30, 2008 balance. The remaining half of the doresaid Bnnk balmce shall 

be credited as amortization feedback credits on those customer class/special contact bills 

for the twelve months eommen&g M y  1, 2008 These feedbnck credits will bc new 

credit rate factors but otherwise will be in accordance With the provisions of Paragraphs 

19 through 24 of the Joint Stipulation and Agreement for Settlement npproved by the 

Commission in Case No, 05-1278-E-PC-PW-42T The rates associated with the 

feedback are reflected on Exhibit B, which is altached hereto and incorporated herein. 

. .  . . .  . . .  . - . ._ 

Tariff Shects 

17. The Stipdating Parties request the Commission to apprcrve the tariff pages 

conteined in Exhibit F, which is attached hereto and incorporated herein, BS chnnges to 

the cuncnt West Virginia Tariffs of APCo and WPCo. 

Other Mntten 

18. 

Cvpsum disposal costs are not included in the 2007 ENEC reconciliation. The 
overhder-recovery calculation proposed in this Agreement reflects the removal 
of approximately $ I  047 million in gypsum disposal costs 

Vegetation Management expenses recovered through the Construction SurchnrEc 
shall not be included in fi~ture determinations of recovery of R,eiiability 
Expenditures. 

The Companies will continue to explore opportunities to add cost effective 
capacity resources, such as the Dresden Generating Plant 

The Companies sball not be required to provide a report in neKt yenr’s ENEC 
proceeding with respect to AEP’s assignment of the Lawrenceburg Plant 

The Companies agree to meet with interested parties to develop an agreed upon 
template for presentation of forecasted and actual data to be used in hture ENEC 
proceedings. 

The Companies agree to make monthly fdings of A c b l  ENEC Reconciliation 
information with the Stnff. 

The following matters have also been a g e d  to by the Stipulating Parties: 

* 

0 

0 

a 
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o Ohio Power Company (OPCo) has fded with the E R C  requesting that the 
effective date of the OPCorclrpCo Agreement be extended Erom July 1, 2008 to 

..S_e~_m&ii~ 1,ZOOkad..that.&e e e r M  fsrfiling.intew&o.x .andc~mmentS bc 
extended to July 22, 2008 The Stipulating Parties agree to enter into good fai!A 
discussions in an effort to reach agreement on wholesale rates for W C o .  

The Commission should initiate a General Investigation to explore options for 
meeting the future power supply requirements of WPCo's service territory 

APCo's two-year partial w d  limited exemption to the requirenients of West 
Virpinia Code $24-2.. 12 involving ce& fuel-related transactious, should be 
exteuded Erom the current termination date of March 1,2009 to .June 30,2009, or 
the entry date of the Commission's Order in the 2009 ENEC case, if earlier. 

19 

.- 

e 

The Stipulating Parties agree to waive their right to conduct in this 

proceeding any examination ofthc witnesses of any other parry lo this Agreement, except 

that the parties may nsk clarifying questions concerning this Agreement 

20 This Agreement is entered into subject to the acceptance and approval of 

the Commission, It results from a review of any and all filings in this proceeding, the 

Stipulating Parties' prefiled testimony and exhibits, and thorough discovery and 

discussion. It reflects subs'antial compromises by the Stipulating Parties and the 

withdrawal of their respective positions asserted in this case, and is being proposed 10 

expedite and simplify the resolution of this proceeding It i s  made without any admission 

01 prejudice to any positions which any party might adopt during subsequent litigation. 

The Stipulating Parties adopt this Agreement as being in the public interest, without 

adopting any of the comproniise positions set foith herein BS ratemalhg principles 

applicable to future ENEC proceedings, or other regulatory proceedings, except us 

expressly provided herein. The Stipulating Parties acbowledge that it is the 

Commissionls prerogative to accept, reject, or modify any stipulation. However, in the 

event that this Agreement i s  rejected or modified by the Commission, it is expressly 

7 



understood by the Stipulating Parties that they are not bound to accept this Ageemenl es 

~ - - .Jnodifietiouejected,.ad~.dthmcLves of ~ b & ~ ~ e r  rights sre avaifable tothem 

under law and the Commission’s Rules of Practice and Procedure. 

WHEREFORE, the Stipulating Parties, on the basis of nll the foregoing, 

respectfully request that the Commission make appropriate Findings of Fad and 

Conclusions of Law adopting and approving the Joint Stipulation and Agreement for 

Settlement in its entirely, including specifically Exhibits A lhrougb F. 

Respectfully submitted this 21’day of May, 2008 

APPALACBLAN POWER COMPANY nnd 
WBEELmG POWER COMPANY 

STAFP OF TIB PUBLIC SERVICE 
COMMISSION OF WEST VIRGINIA 

CONSUMER ADVOCATE DIIhSION OF THE 
PUBLIC SERVICE COMMISSION 
OF WEST VIRGINIA 



CEh’TURY ALUMINUM OF 
WEST VIRcmI& ZNC. 

By: 

WE GINL.4 AJALOYS, IN 
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WagtcLING POWUR COMPANZ 
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Orlgtnsl Shcet No. 30 





Octobci I O ,  2007 

IlAND DELIVERED 

Ms Beth O'llonnell 
l?sectttivc Ihector 
Public Scivicc Cotiiniission of Kentucky 
21 I So\vcr I3oulcvard 
P O  130~615 
rmltfori ,  Kcntticky 40602-0615 

MarkR Overstreet  
15021 209 I219 

RE: 1'S.C. Cnsr No. 2006-00.507 

I h t r  Ms O'Dollnell: 

I l i i s  letter is being provided in response to S t a f r s  request at tlie SepLeriiLier IC), 2007 
liiforiiial Conference i r i  this riiattcr As reqitested, Kentucky Po\ver i s  providing a dcsci ipt ioi i  of 
the rneteiirig eqtripriicrit itlaccuracies at two or tlic company's 44 intercouncctions, the rcsii l ts o r  
i t s  itivcstigatioii olthe inacctiiacies, as well as tlie steps taken to address tlie issue Adtlit ioiinl 
infot inetion icqctcsstcd fol lowing the inforti ial conlerence also i s  provitletl 

1 lie Meter  iiw I5qiiipiiicnt Iiiaccuracies 

111 Juiic, 2007, Keritucliy I'owet tliscovcrcd riicleririg cqiripiiictit itiaccur x i c s  iit tlic 
C;oliipiti)"s ititcrcoiiiicctioiis with i\ppnlacliiaii I'o\vct Coiiilmiy (I .each to Sotit11 Neal tic liiil:) 
atid Ohio  I'owcr Coiiipaiiy (Bcllcfonte-I'leasanL Stieet tie line) The e l l k t  o l  the iiincciir:icics 
was to incrmse tlic total reported MWIi corisiiiiicd on the Kcntucl~y l'o\vci systcin iii b l a y  2007 
lrom 600,686 MWIi ([lie cot'rect t,catling) to 62 I ,.504 (the iticorrcct ir i i t ial ly t.cpoitcd reatling) 

'I he cniise ol  the inacciitacy \vas diili:ient at each iritcrconiicction t\t the l.lcncl~ LO Soiitli 
Neal t ic line inteiconiiectioii, otie oltlie piiaiiictcrs ciuploycd by tlil: portion of'tlic iiicteiitig 
cqriip~iiciit [lint aggicgatcs the tisage data I I S C ~  (lie wrong plus/miiitis ( i i i f lo\ \~/oi t t f low) clcsigii;c[ot 
as [lie tcstilt oca 1iiogrmit i i ing CI'IOI /\t the I~cllcfontc-l'lcasaiilt Sticct til: liiil: i r i tcr Icot i t icc~i~~t i  
Ilic iiictct in$ ecluipiieiit \vas no[ syncliroiiizctl wi th [lie I'oteiitial I rriiislbrnici iitiil  C w r c i i i  
' I ' rn r i s l i~ t i i i c~  settings tltcrcby rcsultirig iii ieatl i i iys t h t  \VCIC iipprosiiiiakly ?/3 tlic co i i cc i  
reading 
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I r 1 n i l  N i I I 

Ms Beth O'Donncll 
October I O ,  2007 
Page 2 

I<entuclg Power's Investigation. 

Upon discovering the metel ing equi1iiiient inaccuracies, Kentucky Power began testing 
tlie metciing cquipiiicnt at each o l  tlie cornpany's 44 interconnections. That itwestigation 
confirriml tliat inaccuiacics existed only at the I.,cach to South Neal and Dellcfonte to Fleasitrit 
Street inlcrconiicclioiis. I n  June, 2007, tlie nietcring equipinenl at Llie two intercotinectiotis \vas 
modif ied to coircct tlic iriaccuiacies 

170110wing ICcntticky Power's init ial discoveiy 0 1  tlie problem i t  notified the 
Commissioii, tlic Attorney General and Kentucky Industrial Utility Cusloiiiels, Inc., of the 
metering cquipincnt inaccuracies on .luly 18, 2007 

'Ilic Adjustment in May. 2007 Billines. 

Uic tnetcring equipiiictit irmccuracies produced eironeous settlements bct\vcen Kentucky 
Po\ver and its t\vo sister utilities As requited by  Section E 6 oftlie I~iterconiieetion Agrceenicot, 
Kentucky Power proposes to make a tl i irty day ad.justtiient to coirect the erroiieous scttleIiiciit 
(Atlacl~nretit I j 

Wl ie l i  the xljustuieirt i s  niadc, i t  w i l l  alfccl tlie 1:uel Adjustnicnt Clause (FAC) 
calculations. t l ic System Salcs ciilc~tliitioiis atid the Environmental Surcharge calculations 'I'Iic 
FAC, System Sales and litivirontnerital Surcliarge adjustments tend to orfset one aiiothei \villi tlic 
net o l  wli ic l i  i s  $66,07i c ic t l i l  to the custolncrs. (Attacluiient 2) Ihcrelorc,  the Clonipany i s  
proposirig to tiiake ii oue-tiiiie adjustinetit witli tlic scliedulctl Novctnber 19, 2007 ~nv i ro i i t i i c t i tn l  
surcharge, systcii i  sitlcs trackei itnd litel acijitstiiicnt clause filings wi th  the Coniii i issioii ~1'110 
adjustiiiciits will bz ieflccted as a net credit on custoiiicis' Decetiibcr, 2007 b i l l s  aiid will bc Ilic 
f i led cost tlata id t l ie atljttsted cost data Tor May, 2007 I 

lhicdii i l  ~Vlc.asurcs 

l u  additiciii to Kctitiicky I'owci. corrcctirig tlic metering equipuient inaccutacics giv i l ig 
rise lo tlic cit 'oricous May, 2007 settlciiieiits and fi l ings \vil l i  tlic Commission, AEI' cstnlilislictl ii 
task foicc to tcvic\+ iiietci iug cqtripiiiciit and nicttr i i ig equipnicnt piocecdtucs systcui-witle ;uid to 
pioposc pioccss i i i ipiovctuciits T h e  lollo\viiig cl forts have been tuide~takeu: 
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(a) Impleiiientctl a “90-Day” program lo develop interim iiieasues to detect 
and prevent additional metct ing equipment itiaccuracics. flie plan includes changes in tiietei iiig 
equipment pcoceduies, increased eiiiployce education and improvements in the collectioti and 
organization of int‘oriiiation legarcling nietering equipiiicnt; 

(b) l’lrinncd reductions i n  [lie riurnbei ol Lie lines connected to a single nietci , 
theieby reducing the l i l c l i hood  oC inaccuracies being “iiiasked;” 

( e )  Iniplcrnciitation o l  niouthly iiiectirigs reviewing nietct ing equipment 
system changes to cnsucc that (lie proper coriespoiidiiig clianpcs to iiietering equipment welt 

in1 plemcnted ; 

(d) An Al:iP-G.ast Systctn-wide analysis ot the accuracy of tlie more tha~i 800 
metering locations on tlic A E P - l k L  Systciii is approxiinately 98% complete To dale, i t  i s  cleiii 
tlie incteri i ig eqtiipinent inacciiiacies are not widcspt,eatl; 

( e )  
closely i i ionitored since .July, 2007 .To date no ltirthcr iiiacctiracies have been detected; 

All clianges to Kentucky I’ower’s tneteiing cquipment have been iiiorc 

(I) 
spsteiii were coiiitnissionetl. I<eiitticky Powci’s has been conipleted and filed wi th  tlic 
Coriiinissioii; a i i t l  

(g)  
cost of npproxiniatcly $2 t i i i l l ion 

Addi t ional  Stall Inquiries 

I ~ o l l o w i i i g  the iiirnriiid corifeiencc, StaTI asked tlic Compaiiy to adtLicss wlictlier tlicic i s  

ILitic loss studies for cacli o l  tlie elevon operating coiiipanies on the AIl’  

Metering fiquiptnerli at  ccitnin stations i t i  Kentucky w i l l  be upgraded at a 

any tension between [lie t i iaxinii i i i i  thirty (lay l i t i i i t  I t  adjusttncnts utidcr Scctioii S 6 ol‘tlic 
Intercoiiricclioii Agiceitierit iuid the possibil i ty that Appa lx l i in i i  I’ower Coiiilxiiiy (AI’Co) tn:iy 
be [ m i n i l l e d  by l l i c  West Virginia Coii iniission Lo “lrite-up” the scttletiicnts to i i i i   en^ lier 2007 
date .Ihc answer i s  t i 0  I f  the l\’cst Virginia Coriitiiission :illows APCo to ICCO\TI by  way 01 i ts  
cost recoveiy iiiecliiuiisni the costs back to a11 cail icr &itc i n  2007, tlic AI;.l’ Sysicin has clcctcd to 
tmnsfci any stinis Iicyontl [lie tliii.tj.-(Iay ‘“coiitract pet iod” to I<ctitttcky l’owcr i n  l ieu o l rc la i i i i i i g  
the sunis  As sticli, m y  atljiistiiictits bcyoiid the tliiity-clay ‘.contiact pciiocl” \vi11 be ttiirel:ikd to 
the [nlcicoi i i iect ioi i  Agcciiicnt Kentucky I’owcr will apply a n y  such adjustiiicnt to littttuc 
inonllily FAC. Syslciii Sales iind I; i ivi ioti i l icti lal S i i~c l iarge l i l ir igs iii [lie niaiiticr pioposecI 101 
May, 2007 

Stai‘l’also iiiqtiii,ed \vlictl ici Section 8 6 oC the Intetcoii i icctioii i\gtce~nent i s  iipplic;tbic, 
suggcstiiig h i t  tlic iti:iccut,ac): iiiosc i n  conncctiori tvit l i  cquipii ici it ollier tIi:111 it 1 ~ 1 1 ~  



* \  

SI-ITE~~€-IARBISON~.~~~ - 
& r I O  R $8 I”  5 

Ms Beth O’Doniiell 
October IO, 2007 
Page 4 

Inlet-coiuieclion Agreement provision, however, is not limited to inelcis Instead, i t  provides i t i  

pertinent pari “[i]Con any test o[ riietcrirc,o cqriipritcril, an inaccnracy shall be disclosed 
exceeding two percent. ., ” As such, tlie piovisioii extends to inaccutacies it1 metering cqttiptiient 
and not just meters. tndeed, if the drafters o[ the Iiitercoiiricction Agieement (as well as FE,RC 
wliich approved the agreement) had intended to l imi t  Section S 6’s applicability to riietets tlicy 
would have so wiitteri 

Tlie itiaccutacies giving rise to Kentucky Po\ver’s report to tlie Coinmission occur~cd as 
a result of a programming error in  the Cottsolidated E.iicrgy Accounting Systcin (“CEAS”) and 
the translatioil between the CT (Chrent  Transformer) arid tlie tiieter .The attached Poiverl’oint 
slide indicates (Attaclimetit 6), the CEAS atid C.1- arc part ofthc mctcr,iiig equipiiicnt used by 
KentttcI<y P O ~ V C I  in  retrieving information concetiiing ciieigy use AS SUCII, tiic erroi resultiiig 
from its operation is governed by Section 8.6 oCthe ltitcicoiiricclion Agiecmctit. 

Kcntuclry l’owcr’s Recoriiinendation Cot Case No.  2006-00.507 

Kentucky Power requests that the Commission issue an Older closing this two-year 
review because the pro~iosed adjustment relates to a time period (May, 2007) beyond the Octobei 
3 I ,  2006 ending date for the Commission’s review in  this proceeding Any fttrtliet adjustments 
as a tesult oi“develop1uetits i n  West Virginia can be coiisideretl i n  cotincctioti with the 
Coiiip;iny’s nest two-year review 
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Kentucky Power Company 
Period of May 2007 - Revised 

Benefit 
Line to the 
No. Description As Filed Revised Customer 

(I) Fuel Costs 10,896,965 (A) 10,906,930 (B) (9,965) 

Customer's Share of 
(2) System Sales 41 2,452 293,414 * ( 1  19,038) (C) 

(3) Environmental Surcharge 949,835 754,757 195,078 (D) 

(4) Total 12,259,252 11,955,101 * 66,075 

* There was a small change to the SO2 Emission Allowance Inventory which 
resulted in a $1,708 increase in the environmental revised costs This in turn 
changed the environmental costs applicable to System Sales, which revised the 
Customer's Share of System Sales amount by a $390 decrease from what was 
handed out during the September 19,2007 informal conference 

(A) See Page 5 of 33 
(B) See Page 9 of 33 
(C) See Page 10 of 33, Line 8 
(D) See Page 1 1 of 33 



KI’SC: Cxse No. 2006-110507 

Alliicliiiiciit 2 
l’ettel I h l l C d  OctolJel IO, 2(107 

1’:lge 1017.1 

Kentucky Power Company 
Period of May 2007 

Benefit 
to the 

As Filed Revised Customer 

Fuel Costs 10,896,965 10,906,930 (9,965) 

Customer’s Share of 
System Sales 4 12,452 293,804 ( 1  18,648) 

Environmental Surcharge 949,835 753,049 196,786 

Total 12,259,252 1 1,953,783 68,173 
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KENTUCKY POWER COMPANY 
POWER TRANSACTION SCHEDULE 

May 2007 

TRANSACTION 'TYPE5 * 

F 
LT..EAP 
L-TERM 
%TERM 

PRE 
RESCAP 

ARS-EM& 
EXP-CONS 
IMP-CON5 
SPOT-EN5 

ND 
SUPP 

EMS25 
CMP-UPR 

NF 
PWWR 

CCS:COALPH 
&ENLO5 

ED-EXCS 
U-ENER6Y 

UR 

WK 
MO 
YR 
PU 

nY 

FIQ.M 
LON6 SERM CAPACIN 

LIMITEDTERM 
SHORT TERM 

PRE-SCHEDULED 
RESERMD CAPACTW 

AUTO RESERVE SHARIN5 - EMEW 
EXPLICIT CONGESTION 
IMPLTCTT CONGESTION 

PJM MARKFT SPOT M E W  
NON-DISPLACEMENT 

SUPPLEMENTAL (OVEC) 
EMERGENCY 
M ?OVER 
N0N-FJX.M 

PEAKINS POWER 
COAL CONVERSON SVC. 

&ENERATION LO55 
BUCKEYE EXCESS POWER 

UNIT E N W  

HOURLY 
DAILY 

MONTHLY 
YEAR 

PHYSICAL 

mnY 

Due to voluminous trnnsortions, thzy are oggregsted by +ype 
rnther that by interconnected utility 



KD.JNCKY POWER COMPANY 
POWER TRANSACTION SMEOLJLE 
MONTH ENDED: MAY 2007 

TFWSACTLON 
W E  

BY-2F 
HR-2NF 

Mp-cONs 
IMP-WM 
SPOT-8\15 

DY-F 
OY-NF 
HR-NF 

AEQ P O O L  PRIMARY PURMA5ZS: 

INTEFSVPTIBLE B L N m O W H  
(AEP AFf COS) 

Boo1(oms/aimoNs: 

T(7TALs: 

KPSC Case No 2006-00507 
Letter Dated October 10 2007 

Attachment 2 
Page 4 o i  34 

ALLOCATED ro N S ~  SALES: 
ALLOCATED TO INTERNAL NSTOMER5: 

B e L w 5  COMPONENTS 

Fva omm TOTAL 

(8) (8)  (8) (9 
DEMAND CHARSES CHASES MWH n-(- . 

29.568 
795 

0 
0 

34.064 
VE 
236 

1.057.308 72 
46.437 35 

0.00 
0 00 

1JW337.97 
637792 
11510 57 

145,398.08 

OW 
000 
000 
OW 
ow 
0.00 
O W  
0.00 - 

264.323 57 
9.147 17 
2,56113 

373772.42 
325246 01 
1,569 44 
2.87768 
36,349.18 

1,321.63Z,29 
55.584.,52 
2.56113 

373.77L42 
1.625733.,90 

7,847.36 
14.388.25 
181,747.26 

68,616 (I’ 2.567520 61 0 00 1.015.746 60 3,583,26721 

188,367 2,501.037.00 0 OD 436.870 OD 2.937 90700 

0 003 000 0 00 000 

27l660 0 00 o oa 10,129.459 00 10.129 459 00 

528.645 5,068,55761 0 00 11,582,075 60 16,650,633 21 

MWH Total Enrrsv Charoffi 
65.575 3.225J97 66 
3,043 358.069.55 
68618 3,563,267 21 

314.378.49 - LESS: PJM uvuar CONSSTION mamm t N  mE INTERNAL CUSTOMEI( s FIGURE: 0 
NET INCLUDABLE ENERGY CHARGES: 68,618 3,268.86E 72 

NOTE: 
IN THE ABOVE TRANSACITONS THE%€ WERE NO PURCHASES AS A RESULT OF FORCE0 OUTAGES AT E16 SANDY PLANT 



ENTUCW POWER W M P A N Y  
POWER TRANSACTTON 5 C W D V I E  
M O N M  ENDED: MAY 2007 
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8lllINs COMPONENTS 
SaLES KPW MLR SVPPLfED BY KPCO 

' IRANSACTION 
- SWARE OF SOURCE5 

DRIVERED flm omm 
TYPE MWH MWH CHAR6E DEMaNO C H A R M 5  

($1 ($1 ($1 

LT-CAP 
W C A P  
OY-ZF 

by-ZNF 
CMP-UPR 

SPOT-EN6 
MO-F 
DY-F 

bY-NF 
HR-NF 

6ENLo5 
BIZ-EXCS 

AEP P O M  SA% 
(PRIMARYIEWNOMY) 

U.466 
0 

102,366 
0 
0 

61.731 
32,934 

816 
9.102 
2.164 

7 
__ 235 

8.412 
0 

73.212 
90 
0 

46.665 
22.739 

736 
4.893 
1.348 

1 
i138 - 

220.821 158.334 

0 58,971 

INTERRVrm!X€ BW/THRW&H 0 17 
( A m  AFF. CO/W E L  STEEL) 

BOOKO~VOPTIOff i  304.969 0 

TOTALS: 525.790 2l7.322 

149,812.10 
0.00 

1902253.81 
4,549 68 

0 .00 
1,529.63107 

418p80.90 
23.397.02 

l38.96243 
52.123.72 

64.46 
16.187.38 

4200.635 17 

1.188247.00 

975.00 

0 00 

5.389.857 17 

P C O ' S  other costs incurred. (other thnn fuel from AccOunt 151): 

KPCO'S MLR s h m  o f  AEP cncrgy msi lcss the nctwl energy costs incurrcd by WCo: 

KPCO'S MLR share of thc differen= (Total AEP energy chorgcs - Total AEf' energy costs) 

Tatd (Other Chorgcr): 

230.256.00 
18,051,77 

0.00 
0.00 

43,992.00 
0.W 

389,056.74 
0 00 
0 00 
o.,oo 
o..oo 
- 0.W 

681,356.51 

0.00 

0 00 

0.00 

681.356.51 

42.l20.19 
0. w 

3.224275.93 
3,9713 6 

0.00 
923,313.74 
712981 23 
31969.,38 

228,869.36 
61.223.10 

(64.,46) 
4.548.a4 

5.267.635 27 

243.06700 

254 00 

10,541.925 00 

16,052,88127 

TOTAL 
CHARMS 
6) 

422JB8 29  
Ul,05177 

5.126.529 74 
8.52LD4 

43.99200 
2.452.944 81 
1520,ll@ 87 

55.366 40 
367.83179 
u3.345 82 

O M )  
20,735 4 2  

10 149.626 95 

1.431.314.00 

1,229 00 

10.541.925 00 

22,124.094 9 5  

1.176.890 93  

2.214.910 50 

1.875.833 6-4 

5,267.635 27 

Includcz ($34.42740) adjustmcnt for chemicnls corried over t o  Otlrer Chnrgcs 
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W L  SCHEDULF MAY 2007 COS TS - A C ~ J A E " ~ ~  Dated October 10 2007 

Kf3XUCW POWER COWANY 
FUR msr S C C ~ U L E  
MONTH ENDED: M Y  2007 FUR 

(A) COWANYMNERAlION IptAIJT) w#i ONIT #z (b) 
B E  SANDY ROCKPORT ROCKPORT A M W S  

8,537,426 25 2,289,020 00 000 10,826,446 25 COAL BURNED 
OIL BURNED 302,589 19 80.480 DD 000 383,069 19 
6AS BURNED 

FUEL (ASSI6NED COST DURING F 0 ) 

FUEL (JOINTLY OWNED PLAI\TT) I 

(0xOaO0) 0 00 
FUEL (SUBSTITUTE FOR F 0 ) 

SUB-TOTAL i1,209,515 44 

_____c- 

(B) PURCHASES 

NET € N E W  COST - ECONOMY PURCHASES 
IOENTIFLABLE WEL COST - OTUER PURCHASES 
TOENTIFIABLE FUEL. COST (SUBSTITUTE FOR F.0 ) 

( 0 x a 000 

SUB-TOTAL 

(c) INTER-SYSTEM SALES 

FUEL COSTS 

TOTAL FUEL COSTS ( A  + B - C') 

F O., = FORCED OUTAGE 

DETAILS: 
FUEL (ASSXNED COST DURING F 0.) 

QUANTITY OF SUBSTITUTE ENERW GIVEN AN ASSI6NED COST (Kwh): 
A T  THE B I G  SANDY RlEL RATE OF: 20 509 M?IU-S/KWH $ 

IDENTIFIABLE FUEL COST (SUBSTIWTE FOR F 0 ) 
PURCHASES SUBSTITWED FOR F 0 : 

PRIMARY ENERW (AEP POOL) 00,000,000 kWH 13 277 M,IUS/KWH $ 
CASH PURCHASES FROM NOI\I-AFFI[CTA E D  COS 0 kWH MILLS/YWH $ 

TOTAL PURCHASES (rDENTTFIABLE FUEL COSi) 
(SUBSTITUTE FOR F O ): Kwh 13 277 MTLLS/KWH $ 

0 00 
5.769925.72 

0.00 

5.769,925.,72 

6,062,476 16 

10,896,965 00 ~ 

0 
0 00 

o oa 
000 

000 

INCLUDES TOTAL ENERW COSTS OF NON-ECONOMY PU2CHASES AS PER WSC ORDER OF OCTOBER 3 , 2 0 0 2  
IN CASE NO ZOOO-00495.8 
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POWER TRANSACTION SCHEbULE 
May 2007 
(FINAL) 
07/19/07 

TRANSACTION TYPES * 

F 
LT-CAP 
L-TERM 
5-TERM 

PRE 
RESCAP 

ARS-EMRG 
EXP-CONG 
Ih4bCWNG 
SPOT-ENG 

ND 
SUPP 

EMERG 
CMP-IJPR 

NF 
PKPWR 

CC5;COA LPH 
GENLOS 

U-ENERGY 
BKI-EXCS 

HR 
DV 
WK 
MO 
YR 
PH 

FIRM 
LONG TEFW CAPACTTY 

U M I T E O  TERM 
SHORT TERM 

PRE-SCHEDULED 
RESERVEDCAPACIX' 

AUTO RESERVE SHARING - EMERG 
EXPLICTT CONGE5 TION 
J X P L I C I T  CONGESTION 

PJM MARKET SPOT ENERGY 
NON-DISPLACEMENT 

SUPPLEMENTAL (OVEC) 
EMERGENCY 
UNIT POWER 
NON-i IRM 

PEAKING POWER 
COAL CONVERSION SVC 

GENERATION LOSS 
BUCKEYE EXCESS POWER 

UNI r ENERGY 

HOURLY 
DAILY 

WEEKLY 
MONTIiLY 

YEAR 
PHYSICAL 

* Due to  voluminous transactions. they are oggregoted by type 

rather that  by interconnected ut i l i ty  



KENTVCKY POWER COMPANY 
POWER TRANSACTION SCHEDULE 
MONW ENDED: MAY 2W7 

PURCHASES 

TRANSACrrON 
TYPE 

DY-ZF 
HR.-2NF 

EXP-CONG 
IMP-CON6 
SPOT-EN6 

DY-F 
DY-NF 
HR-NF 

AEP POOL PRIMARY PURCHASES: 

INTERRUPTIBLE BW/THROU&H 
(A@ AFF COS ) 

BOOKOUTS/OPTTONS: 

TOTALS: 

KPSC Case No 2005-00507 
Lelter Dated October 10. 2007 

Allaclirnent 2 
Of 34 BILLING COMPONENTS 

(FINAL) 
07/19/07 

f l J R  
MWH CHARGE 

(4) 

22,303 973,675 60 
729 42.764 16 

0 0 00 
0 0 00 

31,364 1.197.711 46 
96 5.781 34 

220 10.600 08 
- 133.89709 

58,149 ('I 2.364.429 73 

188,626 ' 2,504,387 00 

0 0 00 

250,172 OW 

496.947 4,868 816 73 

OTHER TOTAL 
DEMAND CHARGES CHARGES 
6) ($) (8)  

0 00 
0 00 
0 00 
0 00 
O W  
0 00 
0 00 
9 

0 00 

243 415 58 
8 423 63 
2.358 54 

344,207 02 
299 426 96 

1.445 30 
2.65006 

33,473 96 

935 401 04 

1217,091 18 
51.187 78 
2 358 54 

344,207 02 
1497.138 42 

7 226 63 
13,250 14 

167.37105 

3 299 830 77 

0 00 437.613 00 2.942.000 00 

0 00 0 00 0 00 

0 00 9.328.218 79 9.328.218.79 

0 00 10,701,232 84 15,570,019 57 

MWW Total Enerqy Charses 
55.426 2,970,084 53 
2.723 329.74625 

58.149 3.299.830 77 

('I ALLOCATED TO SYSlEM SALES: 
ALLOCATED TO I N E R N A L  CUSTOMERS: 

0 289,511.15 
NET INCLUDABLE ENERGY CHARGES: 58.149 3,010,319.62 

- LESS: PJM IwuaT CONGESTION I t d a u D m  IN THE INTERNAL CusroMkSI's FIGURE: 

NOTE: 
I N  THE ABOVE TRnNSACTTONS THERE WERE NO PIJRCHASES AS A RESULT OF FORCED OUTAGES AT B i G  SANDY PLANT 

Page 2 of 1 
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BILLING COMPONENTS 
WCO MLR SUPPLTEO 8V WCO 
SHARE OF SOURCES 

TRANSACrrON DELIVERED RIB o n m  
TYPE MWH MWH CHARGE DEMAND CHARGES 

(8) ($1 ($1 

LT-CAP 
RESCAP 
DY-ZF 

DY-ZNF 
CMP-UPR 

SPOT-fWG 
MO-F 
DV-F 

DY-NF 
HR-NF 

GENL.05 
BKC-EX5 

10.416 
0 

89,525 
0 
0 

56,845 
29.861 

688 
8.342 
1,930 

7 
219 

197.833 

__ 

8.336 
0 

70,035 
98 
0 

40.967 
22,351 
675 

4.465 
1,054 

1 
- 203 

148,185 

149.812.10 
0 00 

1,902.253.81 
4,549.68 

0.00 
1,529,631.07 
418,080.,90 
23.397 02 
138,96243 
52,123.,72 

64,46 

4.200.635.,17 

Includes Purchse Adjustment see Note 2 148,185 4.000.308 20 [I1 

0 (200.326 97) V )  

AEP POOL SALES 
(PRIMARYIECONOMY) 

0 58.421 1,178.176 00 

INTERRUP?IBLE BWflHROUGH 0 17 975 00 
(AEP AFF CO/KY EL 5EEL.J 

WOKOUTS/OFTIONS: 260.846 0 0 00 

TOTALS: 476.679 206.623 5,179 459 20 

KPCD'S oiher costs incurred (other than fuel from Account 151): 

WCa's MLR shore of AEP energy cost less the actual energy costs incurred by W9ca: 

WCo's MLR share of the difference (Total AEP energy chnrges - Total AEP energy costs): 

Total (Other Chorgrs): 

212,042 75 
16 623 87 

0 00 
0 00 

40 512 23 
000 

358.282 35 
0 00 
0 00 
000 
0 00 
E 

62746L21 

38,788 48 
000 

2969,23570 
3,65723 

0 00 
850,279 62 
656.584 41 
29,440 60 
210.765579 
56.380 35 

(59 36) 
4.188.29 

1,853,688 53 

TOTAL. 
CHARGES 

($1 

16.623 a7 
388,793.20 

4,721.021 24 
7,847 03 
40.512 23 

2.258.916 ,E8 
1.399.877.47 
50.986 92 
338.736 30 
104,38109 

0 00 

9.346.791 46 

0 00 241,33700 1,419,513 00 

0 00 251 00 1229 00 

o 00 9 708.058 73 9.7oa.058 73 

627 461 21 14 803 338 26 20 475 592 19 

1086 522 07 

2 039 711 OB 

1727 455 38 

4 853 688 53 

'I) Includes ($34,427 40) adjustment for chemicals carried over t o  Mher Charges 

Purchmes allocntcd t o  sillcs adjustment duc t o  chonge 15 MU? 

Page 3 of 1 



FINAL SCHEDULE MAY 2007 COSTS - ACTUAL KPSC Case No 2006-00507 
Lelter Dated October 10 2007 

Attachment 2 
KENTUCKY POWER COMPANY Page I O  of 31 

RJEL COST SCHEDULE 
MONTH ENDED: MAY 2007 FUEL 

B I Z  SANDY ROCKPQRT ROCKPORT AMOUNTS 

(A) COMPANY GENERATION ( P U W  UNIT #l U r n  #2 ($1 

COAL BURNED 
OIL BURNED 
GAS BURNED 
FUEL (JOINTLY OWNED PLANT) 
FlJEL (ASSIGNED COST DURZNG F 0 ) 

FUEL (SUBSTEntTE FOR F 0 )  
( 0 x 0 000 ) 

SUB-TOTAL 

(8)  PURCHASES 

NET E N E K Y  COST - ECONOMY PLJRCHASES 
(I1 IDENTtFIABLE FUEL COST. OTHER PLJRCHASES 

IDENTEFIABLE FUEL COST (SUSSTIlUTE FOR F 0 )  

( o x a ooo ) 

SUB-TOTAL 

(C) WER-SYSTEM SALES 

(I1 FUEL COSTS 

8,537.426 25 2,289,02000 0 00 10,826,446 25 
302,589 19 80 480 00 000 383 069 19 

TOTAL FUEL COSTS ( A  + 8 - C )  

F 0 = FORCED OUTAGE 

DETALS: 
Fl.JEL (ASSIGNED COST DURING F.O.) 

Q l J A N m V  OF SLJ65TTiWTE ENERGY GIVEN AN ASSIGNED COST (Kwh): 
AT THE BI'G SANDY FUELRATE OF: 20 509 

IDENTIFIABLE FUEL COST (SUBSTITUTE FOR F.0 ) 
PURCHASESSUBS~TTUTEDFORFO: 

PRIMARY ENERGY (AEP POOL) 00.000.000 kWH 
CASH PIJRCHASES FROM NON-AFFI'LIATFD COS 0 kWH 

13 277 

TOTAL PURCHASES (IDENTIRABLE FUEL COST) 
(SUSSTITLJTE FOR F 0 ): Kwh 13 277 

MTUS/YWII $ 

MIUS/KWH $ 
MTLLS/KWH $ 

MILLS/KWII $ 

11.209.515 44 

0 00 

5.511.706 62 

0 00 

5,514.706 62 

5,817.292 03 

10.906.930 04 [E 

0 
0 00 

0 00 
0 00 

0 00 

('I INCLUDES TOTAL ENERGY COSTS OF NON-ECONOMY PURCHASES AS PER KPSC ORDER OF OCTOBER 3,2002 
I N  CASE NO 2000-00495-8 

Page 4 of 1 
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'09'zonoo7 KPSC Case No 2006-00507 
Letter Dated October 10 2007 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHqflG&&@q@FJT 

For the Expensc Monlh of May 2W7 
CALCULATION OF E(m) and SURCHARGE FACTQhe 12 of 34 

DiNCYWCO 

($302.310) 

$0 

($302,310) 

0 9% 

($195078) 

$0 

so 

($195,078) 

($195 070) 

50 

-0 GO-% 

-- ~- 
CALCULATION OF E[ml 

Efm) = CRR -ERR 

Monlhly lncrowc in .Jurisdidionol Environmental Rovanuo Raquircmcril 

EnvLanmcnlal Surchago Faam for Exponse Month 

I_ 

Effactivc fluls for Eiiling: 

Subrnitlod Qy : 

Title : fliroctar Regulatory Sawices 

Dah Siibmitled : 

Note: 
Total Environmental Cos1 

Kentucky Rotail Rcvcnuos 
FERC Wlinlosalo Rovoiiuar 
Associated Utilnios Rauanuos 
Non..Assac Ulililios Raiwiuos (011 Splum Sales) 

Total 

Rovisod Amounl 
Am0""l Filed 

S2.613.406 SZ.915.79t 

$1.514.059 S1.514.05Z i-- $1.098.627 $1.400.931 

60 7% 67 00, 

5754.757 5949.835 

s95.494 $95 494 

($168 009) (5160 009 

5681.442 S876.520 

$GO1 442 5076 520 t $20 451 204 $20 451 2M 

2 3951% 3 OOODSi 

ES FORM 1 00 

Porcanlago Porccnlage 
Arnounl 01 Revcnues Amount of Rovonuos fliriorcncs 
$1.090 627 51,400.937 ($302.31 0) 

$754.757 60 7% 5949.835 67 0% (8195.070) 
$13 104 1 2% S15 410 I 1 %  ($2.226) 
$84 594 7 7% $99.457 7 1 %  ($14.873) 

$246.092 22 4% S33t 225 24 0% (SYO 133) 

$1 098,627 1OOO'I; El 400.937 1000% ($302,310) 



KPSC Case No 2006-00507 
Letler Daled October 10. 2007 

Attachment 2 
Page 13 of 34 

Billing Month 

JANlJARY 
FEBRlJARY 
MARCH 
APRIL 
MAY 
AJNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 

TOTAL 

- - 

ES FORM 1 10 

- 
Base Net 

Environmental 
costs 

$2,531,784 
3,003,995 
2,845.066 
2,095,535 
1.514.859 
1,913,578 
2.8 18,2 12 
2,342,883 
2.852.305 
2.181.975 
2,598,522 
1,407,969 

$28.106.683 
-I-.-- 

_______--_ ________-_ 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SlJRCHARGE REPORT 
BASE PERIOD REVENUE REQUIREMENT 

For !he Expense Month of May 2007 

MONTHLY BASE PERIOD REVENUE REQUIREMENT 



KPSC Case No 2006.00507 
Lelfer Daled Oclobcr 10. 2007 

Allachmenl 2 
Page 14of34 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CURRENT PERIOD REVENlJE REQUIREMENT 

For the Expense Month of May 2007 

CALCULATION OF CURRENT PERIOD REVENUE REQUIREMENT 

COMPONENTS 

3rst Component: Associated with Big Sandy Plant 
((RB KP(C)) (ROR KP(C)/12)) + OE KP(C) 
ES FORM 3.10, Line 20 

;econd Component: Associated with Rockport Plant 
[((RB IM(C)) (ROR IM(C)/lZ)) + OE IM(C) 

ES FORM 3 20, Line 12 

'hird Component: Net Proceeds from Emission Allowances Sales 
AS 
1) SO2 - €PA Auction Proceeds received during 

Expense Month 

2) SO2 -Ne! Gain or (Loss) from Allowance Sales, 
in compliance with the AEP Interim Allowance 
Agreement, received during Expense Month 

Total Net Proceeds from SO2 Allowances 

1) NOx - ERC Sales Proceeds, received during Expense Montli 

2) NOx - EPA Auction Proceeds, received during Expense Month 

3) NOx - Net Gain or Loss from NOx Allowances Sales, received 
during Expense Month 

Total Net Proceeds from NOx Allowances 

ita1 Net Gain or (Loss) from Emission Allowance Sales 

Ita1 Current Period Revenue Requirement. CRR Record 
on ES FORM 1 00 

$0 

$330,537 

$330,537 

$0 

$0 

$0 

$0 

ESFORM 300 

$2,895,58! 

$48,431 

$330.537 

$2,613,485 



KPSC Case No 2006-00507 
Letter Dated October 10. 2007 

Allachrnent 2 

KENTUCKY POWER COMPANY - ENVIRO~\P@~~I%~!&~.JRCHARGE REPORT 
CURRENT PERIOD REVENUE REQUIREMWT 

COSTS ASSOCIATED WITIi BIG SANDY 

For the Expense Month of May 2007 

1 
2 
3 
1 
5 
6 
7 
E 
9 
10 
11 

12 
13 
14 
15 

16 
17 
18 
19 
!O 
l1 

ESFORM 3 10 

Return on Rate Base : 
Utility Plant at Original Cost 
Less Accumulated Depreciation 
Less Accum Def income Taxes 
Net Utility Plant 
SO2 Emission Allowance Inventory from ES FORM 3 11 
ECR 8 NOX Emission Aliowance Inventory from ES FORM 3 12 
Cash Working Capital Allowance from ES FORM 3 13. Line1 1 
Tolal Rate Base 
Weighted Average Cost of Capital - ES FORM 3.15 
Monthly Weighted Avg Cost of Capital (9) I12  
Monthly Return of Rate Base ( E )  * (10) 

Operating Expenses : 
Monthly Depreciation Expense 
Monthly Catalyst Amortization Expense 
Monthly Property Taxes 
Monthly Kentucky Air Emissions Fee 
Monthly Environmental AEP Pool Capacily Costs 
from ES FORM 3 14. Page 1 of 11. Column 5. Line 10 
Monthly 2003 Plan Non-Fuel OBM Expenses from ES FORM 3 13 
Monthly SO2 Emission Allowance Consumption 
Monthly ERC & NOx Emission Allowance Consumption 
Total Operating Expenses [Line 12 lhru Line l e ]  
Total Revenue Requirement - Big Sandy 
Record on ES FORM 3 00. Line 1 

3. COST COMPONENT ++- 



I 

KPSC Case No 2006-00507 
Letter Dated October 1 0  2OOi 

AMERICAN ELECTRIC POWER - ENVIRON#&@$'&URCHARGE REPORT 
CURRENT PERIOD REVENUE REQUIREMENT 

SO2 EMISSIONS ALLOWANCE INVENTORY 

For the Expense Month of May 2007 

BEGINNING INVENTORY 
Additions - 

€PA Allowances 
Gavin Reallocation 
P & E Transfers In 
Intercompany Purchases 
Other (List) 
SO2 Emissions Allowance 

Adjustment 

Withdrawals - 
P & E Transfers Out 
Intercompany Sales 
Off - System Sales 
SO2 Emissions Allowance 

Adjustment 
SO2 Emissions Allowances 

Consumed By Kentucky Power 
ENDING INVENTORY - Record 
Balance in Column (4) on L ES FORM 3 10, Line 5 

(1 ) 
Allowance 
Activity in 

Month 

0 
0 
0 
0 
0 

0 

0 
0 

690 

0 

2.959 

(2) 

Cumulative 
Balance 

754.608 

298.425 
62.114 

325,869 
20,657 

428.624 

4 

9,038 
50,124 

292.308 

0 

425.895 

1,1 12,936 

ES FORM 3.1 1 

(4) 

Cumulative 
lollar Balance 

$4,685,726 

$0 
$0 

$4,725,223 
$3,212.441 

$67,006,514 

$0 

$775,253 
$4,704,459 

$29,573,207 

$0 

$32,875,254 

$1 1,701,731 

-__ (Expense Month Member Load Ratio for AEPlKentucky Power 

Columns 1 and 2 - 
Record the number of allowances in any transaction (purchase. sale. transfer) which occurred 
during the Expense Month Multiple transactions for a given category are to be shown as the 
total activity for that category during the Expense Month For each transaction sliown in 
Column 1 ,  update the cumulative balance in Columri 2 

Columns 3 and 4 - 
For each transaction reflected in Column 1, record the total dollars of the transaction 
Multiple transaction for a given category are to be shown as the total dollar amount for that 
category during the Expense Month For each transaction shown in Column 3, update the 
cumulative dollar balance in Column 4 Include transactions thal total zero dollas  Record 
amounts in wliole dollars 

Column 5 - 
Compute the Weighted Average Cost by dividing the Cumulative Dollar Balance (Co 4) by 
the corresponding Cumulative Balance (Col 2) Perlorm this calculation for the Beginning 
Inventory. Ending Inventory and all additions and withdrawals made during the Expense Month 
The Weighted Average Cost should be canied out to 3 decimal places 

(5) 

Weighted 
qverage Cos 

$6 201 

$0 ooc 
$0 OOC 

$1 4 50C 
$155 511 
$156 32s 

$0 ooc 

$85 771 
$93 856 

$101 171 

$0 000 

$77 191 

$10.514 

0.06896 



KPSC Case No 2006-00507 
Leller Daled October 10. 2007 

Attaclimenl2 
Page 17 of 34 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORI 
CURRENT PERIOD REVENUE REQUIREMENT 

ECR and NOK EMISSIONS ALLOWANCE INVENTORY 

For the Expense Month of May 2007 

ES FORM 3 12 

BEGINNING INVENTORY 
Additions - 

EPA Allowances 
P&E Transfers In 
Intercompany Purchases 

Other (List) 
W&drawals - 
P & E Transfeis Out 
Intercompany Sales 
Off - System Sales 
ERC Consumed By Kentucky Power 
NO% Consumed By Kentucky Power 

ENDING INVENTORY - Record Balance in 
Column (4) on ES FORM 3 10, Line 5 

(1) 
Allowance 
Activ'Q in 

Month 

0 
0 
0 

0 

0 
0 
0 
0 

449 

(2) 

Cumulative 
Balance 

0 

18.575 
0 
0 

0 

0 
0 

1,650 
930 

7,562 

8.433 

(3) 

Jollar Value c 
Activity 

$a 

$0 

$0 

SO 
$0 
$0 
$0 
SO 

Columns 1 and 2 - 
Record the number of allowances in any transaction (purchase. sale. transfer) which occurred 
during the Expense Month Multiple transactions for a given category are to be shovm as Hie 
total activity for that category during the Expense Month For each transaction shovm in 
Column 1. update the cumulative balance in Column 2 

Columns 3 and 4 - 
For each transaction reflected in Column 1,  record Ihe total doliars of the transaction 
Multiple transaction for a given category are to be show as lhe total dollar amount for Illat 
category during the Expense MonUi For each transaction shown in Column 3, update the 
cumulative dollar balance in Column 4 Include tramactions Uiat Iota1 zero dollars Record 
amounts in wbole dollars 

Column 5 - 
Compute the Weighled Average Cost by dividing Hie Cumulative Dollar Balance (Co 4 )  by 
the corresponding Cumulative Balance (Col 2) Perform UIis calculation for the Beginning 
Inventory, Ending Inventory and all additions and wiihdravials made during the Expense Monlh 
The Weighted Average Cost should be carried out to 3 decimal places 

Note : For any sale or transkr of ERCs or t40x ernissioii allowances. attach to Uiis report 
documentation showing h e  currently available market pric?s for similar ERC or INOx alloviances 

Total Early Reducbon Credits (ERC) 
Consumed 
June 2004 
July 2004 

Total Consumed 

Remaining Early Reduction Credits (ERC) 

930 

420 
510 

930 

0 

Cumulative 
loliar Balanci 

$0 

$0 
$0 
$0 

$0 

$0 
$0 
$0 
$0 
$0 

50 

(5) 

Weighted 
kverage Cos1 

0 000 

- - 

0 000 

0 000 

0 000 
0 000 
0 000 
0 000 
0.000 

0.000 



ES FORM 3:13 
KPSC Case No 2OOG-00507 

Lelter Oaled October 10. 2007 
Altachrnent 2 
Page 18 of 34 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CURRENT PERIOD REVENUE REQlJlREMENT 

For the Expense Month of May 2007 

NO. 1 O&M Expenses 

'1 

2 
3 
4 

1997 Pian : 
Monthly Kentucky Air Emissions Fee 
Total Monthly AEP Pool 
Environmental Capacity Costs 
Monthly SO2 Allowance Consumption 

Total 1997 Plan O&M Expenses 

Total 2003 Plan O&M Expenses 

Total Monthly O&M Expenses 

$32,201 

$4 13,639 
$122.723 

$0 
$207,116 

$0 
$0 

$1,059 
$27,016 

$560.56: 

$235.191 

$003,754 

$100,469 

- 
Total Cost at Line 1 1 is  to be recorded on ES FORM 3 10, Line 7 



KPSC Case No 2006-00507 
Letter Dated October 10 2007 

Attachment 2 
Page 19 of 31 

work 
Description 

SCR Boiler O d e t  Ductwork 

SCR Instrument & Controls 

SCR NOw Monitoring 

SCR Booster Fan 

Boiler Acouslic Horns 

Ammonia injection System 

SCR Bypass Dampers 

Total SCR 
May 2007 

0 & M Expense 

Kentucky Power Company 
Environmental Equipment Operation and Maintenance Costs 

May 2007 

Outside Misc 
Material Contract Other 
costs Labor COS& 

$662 50 $8,222 07 $0 00 

$1,509 68 $0 00 $0 00 

$1,274 78 $0.00 $0 00 

$1.078 82 $0 00 $0 00 

$1 83 20 $0 00 $0 00 

$4,867 56 $0 00 $0 00 

$301 05 $0 00 $0 00 

Additional Operator Overtime During 
The Ozone Season 

Emission Testing Required Under 
Permit - 

Operation 
Maintenance 

r0ta1 
costs 

$8,584 57 

$1,509 68 

$1.274 78 

$1,078 82 

$183 20 

$4,567 56 

$301 05 

$9,877.59 $8,222.07 $0.00 $18,099.66 

$0 00 $0 00 $1,059 12 $1,059 12 

$0 00 $0 00 $0 00 $0 00 
$8,916 10 $0 00 $0 00 $8,916 10 

May 2007 
0 & M Expenses Filed $28,075 
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Line 
No 
( 1 )  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ES FORM 3 14 
Page 1 of 11 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CURRENT PERIOD REVENUE REQUIREMENT 

AEP POOL MONTHLY ENVIRONMENTAL CAPACITY COSTS 

For the Expense Month of May 2007 

Cost Component 
(2) 

Amos Unit No 3 Environmental Cost to Kentucky Power 
(ES FORM 3 14, Page 3 of '1.1, Line 24) 

Cardinal Unit No 1 Environmental Cost to Kentucky Power 
(ES FORM 3 14, Page 4 of 11. Line 22) 

Gavin Plant Environmental Cost to Kentucky Power 
(ES FORM 3 14, Page 5 of 11, Line 26) 

Kammer Plant Environmental Cost to Kentucky Power 
(ES FORM 3 14. Page 6 of 11. Line 20) 

Mitchell Plant Environmental Cost to Kentucky Power 
(ES FORM 3 14. Page 7 of 11, Line 21) 

Muskingum Plant Environmenlal Cost to Kentucky Power 
(ES FORM 3 14, Page 0 of 11 .  Line 20) 

Sporn Plant Environmental Cost to Kentucky Power 
(ES FORM 3 '14. Page 9 of 11, Line 20) 

Rockporl Plant Environmental to Kentucky Power 
(ES FORM 3 14. Page 10 of 11. Column 5, Line 21) 

Tanners Creek Plant 
Environmental Cost to Kentucky Power 
(ES FORM 3 14, Page 11 of 11. Line20) 

Total AEP Pool Monthly Environmental Capacity Costs 
to Kentucky Power 

Indiana 
Ohio Michigan 

Power Power 
Company's Company's 

Environmental Environmental 
Cost to KPCo Cost to KPCo 

(3) (4)  
Total 
(5) 

$58.626 

$55.369 

$491.007 

$3.257 

$39,084 

$58.626 

$9.771 

SO 

$716.540 

$3.257 

$3,257 S719.797 

Nole- Cost in Column 5, Line 10 is to be recorded on ES FORM 3 10. Line 1G 



KPSC Case No 2006-00507 

Line 
NO 

($1 

Letter Dated October 10. 2007 
Attachment 2 
Page 21 of 34 

KFNTUCKY POWER COMPANY - ENVIRONMENTAI SURCHARGE REPORT 
CURRENT PEKlOU HEVENUE REQUIREMENT 

AEP I'VVL MONTI ILY ENVIROlllrlEtITAL CAPAClrY COSl'S 
VJORI<ING CAPlIAl 0NI.Y 

For Ihe (-xp?nse Munlh 01 May 2031 

Cost Component 
(21 

Amos Unit No 3 Environmenlal Cost to Kentucky Power 
(ES FORM 3 14. Page3 or11:Line 16) 

Cardinal Unit No 1 Environmental Cost to I<entucky Power 
(ES FORM 3 14. Page4of 11. Line 12) 

Gavin Plant Environmental Cost to l<entucky Power 
(ES FORM 3 14. Page 5 of 11. Line 16) 

I(ammer Plant Environmenlal Cosl l o  Kentucky Power 

1 

2 

3 

4 (ESFORM314.Page6ol11.LinelO) 

Machell Plant Environmental Cost to Kenlucky Power 
5 (ESFORM3.14.Pagc7ofll.Linell) 

Muskingum Plant Environmental Cost to Kentucky Power 
8 (ESFORM314. PageBofll.Line10) 

Sporn Plant Environmental Cost to Kentucky Power 
(ES FORM 3 14. Page9of 11. Line 10) 

RocKport Plant Environmental to Kentucky Power 
(ES FORM 3 14 Page 10 of 11. Column 3. Line 10) 

Rockporl Plant Environmenlal to IGnIucky Power 
(ES FORM 3 14. Page 10 or 11. Coiumns 4 8 5. Line 10) 

Tanners Creek Planl 
Environmental Cosl Lo Kentucky Power 

10 (ES FORM 3 14. Page 11 or 1 1 .  Llne ro) 

1 1  Sublotal 

7 

8 

9 

Steam Capacity By Company. 
OPCO (Column 3) I IBM (Column 4) (Im) 12 

13 Environmental Bass (Slkw) 

14 Company Surplus Weighting 

Portion of Weighted Average Capacily Rate Attributed 
to Enwiranmenlal Fixed OBM Costs 

I<enlucky Powar Capaciiy Deflcil (kw) 

Fixed OBM Environmental Cos1 Io Kentucky Power 

15 

16 

17 

Ohio 
Power 

Company3 
(OWO) 

Environmental 
Cost lo  KPCo 

(31 

Indiana 
Michigan 

Power 
Company's 

WMJ 
Environmental 
cost  to KPCO 

(41 

ES FORM 3 14 
Page 2 of 11 

Total 
(5)  

$351.974 

$207~911 

$10.090.1 15 

518.033 

$474.972 

$161.202 

513358 

$1 2.500 

so 

$1 2.500 

$1 1.31 7.575 $25 000 

$1 27 $0 00 

325,700 325,700 

$413 639 SO $41 3 639 

Note: Cost in Column 5 Line I7 is to be rewrded on ES FORM 3 13 Line 2 
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ES FORM 3 14 
Page 3 of 11 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
ClJRRENT PERIOD REVENUE REQUIREMENT 

OHIO POWER COMPANY (OPCo) - AMOS PLANT UNIT NO 3 

For the Expense Month of May 2007 

TNt 
4 0  COST 

ity Plant at Original Cost 

ental Investment 

e Stone (5020004) 
Emission Fee 

Maintenance (51 20000) 

o Power Company's Percentage Ownership - O&M Cost 
Co's Share of OBM Cost Associated with Amos Unit No 3 (14) X (15) 
al Revenue Requirement, 
t Associated with Amos Unil No 3 (5) .t (16) 
o Power Company Steam Capacity (kw) 
os Unit No 3 Environmental Rate ($kw) 

Amos lJnit No 3 Environmental Cost to Kentucky Power (22) * (23) 

- 

AMOUNTS 

$90,118.34: 
__ 1.37c 

$1.234,62' 

$1,234,62i 

$[ 
$518,775 

$( 
$( 

&ifJ 
$527,93!: 

SC 
sz 

$527.93': 
66.674 

$351.974 

$1,586,595 
8,455.000 

$0 19 
95 OO? 

$0 18 

$0 18 
325.700 

$58.626 



ES FORM 3.14 
Page 4 of 11 

m 
NO. 

1 
2 
3 

4 
5 
6 
'7 
8 
9 

10 
11 
12 

13 
14 
15 
16 
17 
18 
19 

- 

20 
21 

22 

- 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CURRENT PERIOD REVENUE RECNJIREMENT 

OHIO POWER COMPANY (OPCo) - CARDINAL \JNIT 1 

For the Expense Month of May 2007 

COST - 
Utility Plant at Original Cost 
Member Primary Capacity Investment Rate (16.44% 1 12) 
Total Rate Base 
3perations : 
Disposal (5010000) 
Urea (5020002) 
Trona (5020003) 
Lime Stone (5020004) 
4ir Emission Fee 
rota1 Operations (Line 4 thru 8) 
Maintenance 
SCR Maintenance (5 f20000) 
112 of Maintenance (10) 50% 
'ixed O&M (9) + (1 1) 
Total Revenue Requirement, 
3ost Associated with Cardinal Unit No. 3 (3) + (12) 
3hio Power Company's Percentage Ownership 
3PCo's Share of Cost Associated with Cardinal tJnit No 1 (13) X (14) 
3hio Power Company Steam Capacity (kw) 
>ardinal Unit No. 1 ($/kw) 
3hio Power Surplus Weighing 
'ortion of Weighted Average Capacity Rate 
lttributed to Cardinal Unit No., 1 ($/kw) (17) X (18) 
:ardinal Unit No 1 Costs to Kentucky Power : 
Zardinal Unit No. 1 Portion ($/kw) (19) 
(entucky Power Capacity Deficit (kw) 
Zardinal lJnit No 1 Environmental Cost to Kentucky Power (18) (19) 
ES FORM 3 14, Page 1 of 10, Line 2) 

AMOUNTS 

$97,295,19( 

$1,332,941 

$( 
$203,47E 

sc 
$I 

$2O7,9 11 

$C 

1.37( 

$C 
$207,911 

$1,540,855 
100 005 

$1,540,855 
8,455,ooa 

$0 18 
95 000, 

$0 17 

$0 17 
325,700 

$55,369 
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ES FORM 3 14 
Page 5 of 11 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CURRENT PERIOD REVENUE REQUIREMENT 

OHIO POWER COMPANY (OPCo) - GAVIN PLANT (IJNITS 1 8 2) 

For the Expense Month of May 2007 

estment Rate (16.44% I12 )  

Attributed to Gavin Plant ($lkw) (21) X (22) 
Gavin Plant Costs to Kentucky Power. 

$244,637,350 
1.37% 

$3,351,532 -I 
$639,259 

$2,883,016 
$1,476,173 
$432,366 

$0 
$29,543 

8-067 
$9,715,424 

$165,213 
$584,168 
$749,381 
$374.691 

$10.090.115 

$13,441,647 
100 00% 

$13,441,647 
8,455,000 

95 00% 

$1 51 

$ 1  51 
325.700 

$491.807 
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m 
NO 

1 
2 
3 

4 
5 
6 
7 

8 
9 
10 

1 1  
12 
13 
14 
15 
16 
17 

18 
19 

20 

- 

ES FORM 3 14 
Page 6 of 1 1 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
ClJRRENT PERIOD REVENUE REQUIREMENT 

OHIO POWER COMPANY (OPCO) - WMMER PLANT (UNITS 1.2 & 3) 

For the Expense Month of May 2007 

COST 

Utility Plant at Original Cost 
Member Primary Capacity Investment Rate (16 44% / 12) 
Total Rate Base 
Operations : 
Urea (5020002) 
Jrona (5020003) 
Air Emission Fee 
Total Operations (4) t (5) + (6) 
Maintenance : 
SCR Maintenance (5120000) 
112 of Maintenance (8) 50% 
Txed O&M (7) + (9) 
rota1 Revenue Requirement, 
>ost Associatedwitli Kammer Plant (3) + (10) 
3hio Power Company's Percentage Ownership 
7PCo's Share of Cost Associated with Kammer Plant (1 1) X (12) 
Dhio Power Company Steam Capacity (kw) 
<ammer Plant ($/kw) 
3hio Power Surplus Weighing 
'ortion of Weighted Average Capacity Rate 
4Hributed to KammerPlant ($/kw) (15) X (16) 
(ammer Plant Costs to Kentucky Power : 
(ammer Plant Portion ($/kw) (17) 
(entucky Power Capacity Deficit (kw) 
(amrner Plant Environmental Cost to Kentucky Power (18) ' (19) 
ES FORM 3 14, Page 1 of 10, Line 4) 

AMOUNTS 

$7,112,543 
1.370, 

$97,442 

$0 
$0 

3 18,033 
$18,033 

$0 
$0 

$18.033 

$1 15.475 
1 00 00% 

$1 15,475 
8,455,000 

$0 01 
95 00% 

$0 01 

$0 0 1  
325,700 

$3,257 
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m 
VO 

1 
2 
3 

4 
5 
6 
7 
8 

9 
10 
11 

12 
13 
14 
15 
16 
17 
18 

- 

19 
!0 

11 

-- 

ES FORM 3.14 
Page 7 of 1 1 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CURRENT PERIOD REVENUE REQUIREMENT 

OHIO POWER COMPANY (OPCo) - MlTCHELL PLANT (UNITS 1 & 2) 

For the Expense Month of May 2007 

COST 

Utility Plant at Original Cost 
Member Primary Capacity Investment Rate (16,44% I 12) 
Total Rate Base 
Operations : 
Disposal (50 10000) 
Urea (5020002) 
Trona (5020003) 
Air Emission Fee 
Total Operations (Lines 4 thru 7) 
Maintenance : 
SCR Maintenance (5120000) 
112 of Maintenance (8) * 50% 
Fixed O&M (8) + (10) 
Total Revenue Requirement, 
Cost Associated with Mitchell Plant (3) i (1 1) 
Ohio Power Company's Percentage Ownership 
OPCo's Share of Cost Associated with Mitchell Plant (12) X ( 1  3) 
Ohio Power Company Steam Capacity (kw) 
Mitchell Plant ($/kw) 
3hio Power Surplus Weighing 
Portion of Weighted Average Capacity Rate 
4ttributed to Mitchell Plant ($/kw) (16) X (17) 
Mitchell Plant Costs to Kentucky Power 
Mitchell Plant Portion ($/kw) (18) 
(entucky Power Capacity Deficit (kw) 
Mitchell Plant Environmental Cost to Kentucky Power (19) * (20) 
:ES FORM 3 14, Page 1 of 10, Line 5) 

AMOUNTS 

$43,375,267 

$594.241 
1.37% 

$0 
$332,748 
$120,750 
$21,235 

$474,733 

$477 
$239 

$474.972 

$1,069,213 

$1,069,213 
8,455,000 

$0 13 
95 00% 

$0 12 

1 oa 00% 

$0 12 
325,700 

$39,084 
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ES FORM 3 14 
Page 8 of 1 1 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CURRENT PERIOD REVENUE REQUIREMENT 

OHIO POWER COMPANY (OPCo) - MUSKINGUM PLANT ((JNITS 1 , 2 , 3 , 4  & 5) 

For the Expense Month of May 2007 

COST 

Utility Plant at Original Cost 
Member Primary Capacity Investment Rate (16.44% / 12) 

Total Operations (4) + (5) +. (6) 
Maintenance : 
SCR Maintenance (5 120000) 
1/2 of Maintenance (8) * 50% 
Fixed O&M (7) + (9) 
Total Revenue Requirement, 
Cost Associated with Muskingum Plant (3) + (IO) 
Ohio Power Company's Percentage Ownership 
OPCo's Share of Cost Associated with Muskingum Plant ( 1  1 )  X (12) 
Ohio Power Company Steam Capacity (kw) 
Muskingum Plant ($/kw) 
Ohio Power Surplus Weighing 
Portion of Weighted Average Capacity Rate 

Muskingum Plant Costs to Kentucky Power : 
ttributed to Muskingum Plant ($/kw) (15) X (16) 

uskingum Plant Portion ($kw) (17) 
ntucky Power Capacity Deficit (kw) 

FORM 3 14, Page I of IO. Line 6) 
Muskingum Plant Environmental Cost to Kentucky Power (18) ' (19) 

AMOUNTS 

$106,575,168 
1.37y 

$1,460,080 

$132,692 
$0 

$28.510 
$1 G I  ,202 

$0 
@ 

-- $161.202 

$1,621,262 
100 00% 

$ I,621,282 
8,455,000 

$0 19 
95 00% 

$0 18 

$0 18 
325,700 

$58,626 

__ 
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ES FORM 3 14 
Page 9 of 1 I 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CtJRRENT PERIOD REVENUE REOUlREMENr 

OHIO POWER COMPANY (OPCo) - SPORN PLANT (UNITS 2,3,4 & 5) 

For the Expense Month of May 2007 

COST 

Utility Plant at Original Cost 
Member Primary Capacity Investment Rate (16 44% I 12) 

Total Operations (4) + (5) + (6) 

SCR Maintenance (5120000) 
1/2 of Maintenance ( E )  * 50% 
Fixed O&M (7) + (9) 
Total Revenue Requirement, 
Cost Associated with Spom Plant (3) + (IO) 
Ohio Power Company's Percentage Ownership 
OPCo's Share of Cost Associated with Sporn Plant (1 1) X (12) 
Ohio Power Company Steam Capacity (kw) 
Spom Plant ($/hw) 
Ohio Power Surplus Weighing 
Portion of Weighted Average Capacity Rate 
Attributed to Spom Plant ($/kw) (15) X (16) 
Sporn Plant Costs to Kentucky Power. 
SpomGavin Plant Portion ($/kw) (1 7) 
Kentucky Power Capacity Deficit (kw) 
Spom Plant Environmental Cost to Kentucky Power (18) (19) 
ES FORM 3 14, Page 1 of 10, Line 7) 

AMOUNTS 

$15,262,706 

$209,099 

$0 
$0 

$13.368 
$13,368 

$0 
$0 

$13,368 

$222,467 
100 OOY 

$222,467 
8,455,000 

$0 03 
95 00% 

$0 03 

$0 03 
325,700 

$9,771 

1.370, 
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ES FORM 3 14 
Page 11 of 11 

KENTUCKY POWER COMPANY - ENVIRONMENTAL. SURCHARGE REPORT 
CURRENT PERIOD REVENUE REQUIREMENT 

INDIANA MICHGAN POWER COMPANY (I&M) - TANNERS CREEK (UNITS 1 , 2 . 3  & 4)  

For the Expense Month of May 2007 

lFn 
VO 

1 
2 
3 

4 
5 
6 
7 

8 
9 
10 

11 
12 
10 
14 
15 
16 
17 

- 

18 
19 

20 

- 

COST 

[Jtility Planl at Original Cost 
Member Primary Capacity Investment Rate (16 44% I12) 
Total Rate Base 
Operations : 
Urea (5020002) 
Trona (5020003) 
Air Emission Fee 
Total Operations (4) + (5) + (6) 
Maintenance : 
SCR Maintenance (5120000) 
1/2 of Maintenance (8) + 50% 
Fixed O&M (7) + (9) 
Total Revenue Requirement, 
Cost Associated with Tanners Creek Plant (3) + (10) 
Indiana Michigan Power Company's Percentage Ownership 
I&M's Share of Cost Assodated with Tanners Creek Plant (1 1) X (12) 
Indiana Michigan Power Company Steam Capacity (kw) 
Tanners Creek Plant ($/kw) 
Indiana Michigan Power Surplus Weighing 
Portion of Weighted Average Capacity Rate 
Mributed to Rockport Plant ($/kw) (15) X (16) 
Tanners Creek Plant Costs to Kentucky Power : 
ranners Creek Plant Portion ($/kw) (1  7) 
4entucky Power Capacity Deficit (kw) 
Fanners Creek Plant Environmental Cost lo Kentucky Power (18) * (19) 
:ES FORM 3 .14. Page 1 of 10, Line 9) 

__. 

AMOUNTS 

$98,094,163 
- I.3701 

$1,343,89(1 

$0 
$0 

$12,500 

$0 
- $0 

$12,500 

$1,356,390 
100 00Y 

$1,356,390 
5,101,000 

$0 27 
5 00% 

$0 01 

$001 
325,700 

$3,257 



- 
LINE Cap cost 
NO. Component Balances SlNCIUle Rates 

As 01 
12/31/2005 

1 LIT DEBT $487.964.000 55 819% 5 835% 
2 SnDEBT $6,040.631 0691% 4 490% 

3 FINANCING $32.348.353 3 700% 3 888% 
4 C EOUIW $347.841.406 39 790% 10.500% 

5 TOTAL $874,194.390 100.,000% 

ACCTS REC 

WACC 
(Net of Tax 

3 26 
0 03 

0 14 
I /  4 18 

7.,61 

- 

OPEKAIINC, REVEtIUE 
.rhCOLI.ECTIBLE ACCOUNTS W E h S E  (0 47%) 

GRCF 

16073 21 

WACC 
(PRE-TP 

3 2c 
0 0: 

0 1‘ 
6 72 

10 l! 

I/ 

2/ 

WACC = Weighted Average Cost of Capital 
Rate of Return on Common Equity per Case No 2005 - 00341 
Gross Revenue Conversion Fador (GRCF) Calculalion: 
Appendix C Case No 2005 - 00341 daled - March 14.2006 

3 
4 

5 
6 

7 
8 

9 

10 
1 1  
12 
13 

14 

93 3097 

STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 
STATE INCOME TAX EXPENSE. NET OF 199 DEDUCTION (SEE BELOW 

FEDERAL TAXABLE PRODLJCTION INCOME BEFORE 199 DEDUCTION 
199 DEDUCTION PIIASE-IN 

FEDERAL TAXABLE PRODUCTION INCOME 
FEDERAL INCOME TAX MPENSE AFTER 199 DEDUCTION (35%) 

AFTER TAX PRODUCTION INCOME 

GROSS-UP FACTOR FOR PRODUCTION INCOME. 
AFTER-TAX PRODUCTION INCOME 
199 DEDUCTION PHASE-IN 
UNCOLLECTIBLE ACCOUNTS EXPENSE 

TOTAL GROSS-UP FACTOR FOR PRODUCTION INCOME (ROUNDED) 

606513 

326584 
15 
16 
17 
19 

1.6351 -1 
BLENDED FEDERAL AND STATE TAX RATE: 

FEDERAL (LINE 8) 
STATE (LINE 4) 

BLENOED TAX RATE 

19 

1 
? 

3 
4 

5 
6 

7 

lhe WACC (PRE -TAX) value on ILin? 5 is lo be recorded on ES FORM 3 10. Line 9 
Weighted Average Cos1 of CapM Oalances As 01 1 213112005 based an Case No 2W3-10128 dated .January 31 2007 

GROSS REVENUE CONVERSION FACTOR (100 0000 I I ine 14) 

STATE INCOME TAX CALCULATION 
PRE-TAX PRODUCTION INCOME 
COLI ECTIBLE ACCOUNTS EXPENSE (0 20%) 

STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 
LESS STATE 193 DEDUCTION 

Sl ATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDIJCTION 
STATE INCOME TAX RAlE 

STAIE INCOME TAX EXPENSE (LINE 5 X LINE 6) 

93 5300 
0 0000 

99 5300 
6.2500 

6 7203 

~ 
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Attachment 2 

KENTUCKY POWER COMPANY - ENVIRO&R~M.%JRCHARGE REPORT 
CURRENT PERIOD REVENUE REQUIREMENT 

ROCKPORT UNIT POWER AGREEMENT COST OF CAPITAL 

For the Expense Month of May 2007 

LINE 
NO - 

ES FORM 3 21 

Cap 
Component Balances Structures 

As of 

1 
2 

3 
4 
5 

6 

05/3 1/2007 
I I 

UT DEW 
SfTDEBT 
CAPITALIZATION 
OFFSETS 

DEBT 
C E Q U I N  

TOTAL 

44,840,076 
19.31 7.649 

0 

57,757,970 

121,915,695 
_-- 

36 7796% 
15 8451% 

0 0000% 

47 3753% 

100 0000% -----_-___ -------___ 

11 

21 

1 
2 
3 
4 
5 
6 
7 
0 
9 

4 9099% 
5 3513% 

5 0428% 

12.1600% 

WACC = Weighted Average Cost of Capital 
Cost Rates per the Provisions of the Rockport Unit Power Agreement 

Gross Revenue Conversion Factor (GRCF) Calculation: 

OPERATING REVENUE 
LESS: INDIANA AJ3.JUSTED GROSS INCOME 

(L,INE 1 .X 005) 
INCOME BEFORE FED INC TAX 
LESS: FEDERAL INCOME TAX 

(LINE4X 35) 
OPERATING INCOME PERCENTAGE 
GROSS REVENUE CONVERSION 

FACTOR (100% I LINE 7) 

WACC 
(NET OF TAX) 

180584 
0 04799 

0 00009 

5 76089 

0 41459 

- 
GRCF 

~ 

68 1379 

'100 00 

8.500 

32.925 
59 475 

681379 

91 500 

U 

WACC 
(PRE -TAX) 

180504 
0 04794 

0 00009 

9 68614 

12 33989 

The WACC (PRE -TAX) value on Line 6 IS to be recorded on ES FORM 3 20 Line 5 



KI'SC C,;ire No.  2006-0(3507 ES FORM 3,30 
Lellcl'  I ) : l lCd OClOlJel 10, 2007 

KENTUCKY POWER C r \ t ( i lC l l l l lC l l (  1 ?CHARGE REPORT 
I':lgC! .:\:I Of 3-1 4ENT CURRE 

MONTHLY REVEt [ION FACTOR. 
and OVER/(UNDER) RECOVERY ADJUSTMENT .. 

For the Expense Month of May 2007 

SCHEDULEOFMONTHLYREVENUESCHEDULEOFMONTHLYREVENUES 

Description 

Kentucky Retail Revenues 

I_ 

lonthlv Revenue! 

$28,451,204 
$478.578 

$3,191,585 
$9.274.553 

$4 1.395.920 

$250,450 

$41,646.370 

12% $478.578 
7 7% $2,964.559 

$271.95 1 

$42,237.036 

The Kentucky Retail Monthly Revenues and Percentage of Total Revenues (Line 1) are 
to be recorded on ES FORM 1 00, Lines 9 and 4 The Percentage of Kentucky Retail 
Revenues to the Total Revenues for the Expense Month will be the Kentucky Retail 
Jurisdiciional Allocation Factoi 

OVER/(LJNDER) RECOVERY ADJUSTMENT 

-,. - 
Line 
No Description 

The Over/(Undet) Recovery amount IS to be recorded on ES FORM 1 00 LINE 6 

NOTE : The sign on LINE 5 of ES FORM 3 30 will be changed on LINE 6 of ES FORM 1 00 
in order to properly adjust the collection of the current month's expense 

Note: Filed Amounts Difference Revised Amounts 
Kentucky Retail Revenues $28.451.204 $0 $28.451.204 
FERC Wholesale Revenues $478.578 $0 $478.578 
Associated lltilitics Revenues $2.964.559 $227.026 $3,191,565 
N o n - b l o c  Vtilitics iievcnues [Ilhyrical Solos] $10.070.744 ($796, 191 ) $9.274.553 

Total $4 1.955.085 ($569.165) $41,395,920 

Idon Physical Sales S27 1,951 ($21,501) $250.450 

Total All Revenues $42,237,038 ($590.666) $41.646.370 

-1 1149% 

Amounts 

$23.784.196 

($265.170) 

($433.979) 
- 

$168.809 

I 

67 8% 
1 1 %  

24 0% 

100 0% 

-1 1149% 

- 
Amounts 

$23.784,196 I 
($265.170) 

($433.979) 

I 
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