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Kentucky Power Company

REQUEST

Please provide a copy of the AEP System Interim Allowance Agreement (IAA).
RESPONSE

Please see Attachment 1 to this response.

WITNESS: Lila P Munsey
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June 21, 1996

Honorable Lois D. Cashell

Secretary

Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, D.C. 20425

Subject: Modification No. 1 to the AEP System Interim Allowance Agreement

Dear Secretary Cashell:
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American Electric Power Service Corporauon on behalf of Appalachian Power

Company, Columbus Southern Power Company, Indiana Michigan Power Company,

Kentucky Power Company and Ohio Power Company (collectively "the AEP
Companies") tenders to the Commission for filing Modification No. 1 to the AEP
System Interim Allowance Agreement.

Included in this filing are an original and six copies of the following documents:
L. This letter of transmittal.

e

Agreement ("IAA"), which fully integrates the changes be:mg proposed into the
IAA

2 Proposed Modification No. 1 to the AEP System Interim Allowance

'The 1AA has been designated as Appalachian Power Company Supplement No. 8 to Rate
Schedule FERC No. 20: Columbus Southern Power Company, Supplement No. 2 to Rate
Schedule FERC No. 30, Indiana Michigan Power Company, Supplement No. 9 to Rate Schedule

FERC No. 17; Kentucky Power Company, Supplement No. 5 to Rate Schedule FERC N

0,11 and

Ohio Power Company, Supplement No. & to Rate Schedule FERC No, 23.
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3. A document executed by the AEP Companies adopting the changes to

the TAA, where deieuons appear as struck-through text and additions appear as
shaded text.

4. Appendix A, showing the allowance flows and financial statement
effects on the AEP Companies for the years 1996 and 1997, of the IAA. as amended.
The only change from the existing IAA relates to the intercompany transfers for
current year compliance and allocation of the AEP System allowance bank. Under
the terms of Modification No. 1 to the IAA, each AEP Company is required to own
its MLR-share of the AEP System Allowance Bank at the end of each year. The
result of this change is to alter the level of the year-by-year intercompany purchases
and sales; however, as shown in Appendix C, there is virtually no effect on the long-
term revenue requirements.

5. Appendix B showing the allocation to each AEP Company of (1) the
proceeds from EPA emission allowance auctions, (2) the proceeds from emissions
allowance sales to third parties, and (3) the cost of allowances purchased from third
parties. Under the terms of Modification No. I to the IAA, each AEP Company
retains the proceeds including carrying charges, associated with the sale of its
withheld allowances at EPA emission allowance auctions. Additionally, the proceeds
from the sale of other emission allowances to third panies including carrying
_charges, are shared on an MLR-basis; and the cost of emission allowances purchased
from third parties, including carrying charges, are shared on an. MLR-basis.

6. Appendix CZ showing a comparison of the existing IAA (Baser Case)
and the Modification No. 1 to the IAA (MLR Case). The results indicate that there
is no significant difference in the net present value (NPV) of revenue requirements
over a 20-year forecast period. -

7. A form of notice suitable for publication in the Federal Register.

An additional cbpy of this letter and all attachments is enclosed which we would
appreciate having marked with your file stamp, docket number, and date and returned

in the enclosed self-addressed, postage-paid envelope.

Background of Filin

In‘SepAtérhbef 1594,, the A’E?"L:Cc»mpanies filed the IAA with the Commission. The
purpose of the IAA was to establish, on an interim basis, a method’ology and price
for the transfer of emission allowances among the major operating companies of the
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American Electric Power ("AEP") Systemn, a multistate public utility holding
company system registered under the Public Utility Holding Company Act of 1935.

In developing the IAA, the AEP Companies worked in close cooperation with the
AEP Regional Coordinating Committee, a committee consisting of representatives
and/or staff from each of the seven state regulatory commissions that oversee the

utility operations of the AEP operating companies. The [AA represented a

compromise position designed to resolve differences of opinion among the state
regulators regarding the distribution among the AEP operating companies of costs

and benefits associated with the Companies’ compliance with the Clean Air Act

Amendments of 1990,

The IAA provides for and governs the terms of five basic ty’pés of allowance

transactions among the AEP Companies: (1) an annual reallocation of allowances

initially allocated by the United States Environmental Protection Agency to Ohio
Power’s Gavin Plant; (2) transfer of allowances associated with primary and economy
energy transactions among the members; (3) a monthly cash settlement for
allowances consumed in connection with power sales to foreign (i.e., non-affiliated)
companies; (4) transfers of allowances for current period compliance; and (5)
transfers of allowances for future period co,rrxpliance. ,

The IAA was accepted for filing by the Commission by 1etie:r order of Decemb@r 30,
1994 in Docket No. ER94-1670-000. :

An issue that was unresolved by the IAA was the allocaticm of costs and revenues
related to the sale or purchase of allowances to or from non-affiliated companies.
The IAA states that this issue is intended to be addressed in a subsequent agreement

governing all such transactions whether occurring before or after the effective date

of such agreement. The IAA further provides that during the interim period pending

resolution of the issue, the net proceeds from such transactions shall be deferred, with-
a return at the AEP System cost of capital, on the books of the Member involved

(1AA, § 2.2).

Following the Commission’s acceptance of the IAA, AEP representatives continued
their contacts with the Regional Coordinating Committee and the individual state
commissions that are members of the Regional Coordinating Comumittee, in an effort

Item-No. 1
Attachment 1
Page 3 of 568

to resolve the unresolved issue regarding the treatment of costs and proceeds -

associated with sales of allowances to non-affiliates., Modification No. 1 reflects a’

resolution of this issue which the AEP Companies believe is satisfactory to each of
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the state regulatory commissions involved.” In addition, Modification No. 1 effects
certain changes designed to simplify administration of the agreement and to support
the reasonableness of the proposed treatment of allowance proceeds.

Modification No. 1 to the IAA makes the following changes to the agreement:

1. Each Member would be required to own its Member Load Ratio
("MLR") share of the AEP System allowance bank at the end of each year. MLR
is a measure of relative peak demand extensively used in the AEP System
Interconnection Agreement, Transmission Agreement and IAA for allocation of costs
and benefits among the members. Under the IAA as originally filed, each Member
was required to own at the end of the year, a portion of the bank based on an
estimate of its needs for future compliance and a share of a "Contingency Bank"
based on its original EPA allocation of allowances. By simply requiring each
member to own an MLR share of the total system bank, the proposed amendments
simplify the administration of the agreement by eliminating the need to estimate each
Member's future compliance needs. In addition, MLR sharing of the System bank
is consistent with the proposed MLR sharing of costs and revenues associated with
sales of allowances to non-affiliates.

2. Each member would pay‘ for and receive its MLR share of any
allowances purchased from third parties, including any allowances purchased at EPA
auctions held pursuant to Section 416 of the 1990 Clean Air Act Amendments

42 U.S.C. § 76510.

, 3. Each Member would contribute its MLR share of allowances toward
any sale to third parties and would receive its MLR share of the proceeds from any
such sales ,

*At least one state regulatory commission prefers to retain the de:swnatmn of the IAA as an
interim agreement, in recognition of the fact that the IAA ‘continues to reflect a compromise that
may not be ideal from the standpoint of each individual state. However, Modification No. 1
resolves the major outstanding issue left unresolved by the IAA, and the AEP Companies do not -
expect any substantive protest of MOdlﬁCc‘lUOﬂ No. 1 or any other provmon of the IAA by any

of the state comimissions.
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4, Each member would share in the net proceeds and costs, and accrued

carrying charges on such proceeds and costs associated with allowance transactions
with non-affiliates which occurred prior to the effective date of Modification No. 1.

5. Each Member would retain the pmceeds associated with the sale of its
withbeld allowances at the EPA auctions.

In addition, to simplify the administration of the provision related to allowances
consumed in connection to sales to foreign companies, reimbursement to the
supplying member pursuant to Section 4.3 of the IAA would be made at average
inventory cost instead of the cost of compliance.

Effect of Modification No. 1 10 IAA

Appendices A, B and C, described above, show the allowance flows and financial
effects on the Members for the years 1996 and 1997, the allocations to each Member,
and a net present value comparison of revenue requirements, respectively, compared
to the same effects under the IAA prior to the proposed amendments.

Effective Date

The AEP Companies request an effective date of September 1, 1996. However, in

accordance with original Section 2.2 of the IAA, transactions with non-affiliates

which have occurred prior to the effective date will be processed as though this
Modification No. 1 had been in effect. i

Pre*Fﬂm’ Commumcauons

and FERC Staff

As indicated above, the AEP Companies have worked with the Regional Coordinating
Committee and individual state commissions in developing proposed Modification
No. 1 to the IAA. It is our understanding and belief that none of the state
commissions will object to the proposed modification. In addition, we have, through
meetings and other communications, explained the substance, development and effect
of proposed Modification No. 1 to our wholesale customers. = Finally, the AEP
Companies, in advance of the filing, sought guidance from the Commission’s
Division of Applications regarding the Division's informational needs in connection
with the filing.

ltem:No. 1
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Service and Notices

Copies of this filing have been served upon the Indiana Regulatory Utility
Commission, The Kentucky Public Service Commission, The Michigan Public
Service Commission, The Public Utilities Commission of Ohio, The Public Service
Commission of West Virginia, the Public Service Commission of Tennessee and the
Virginia State Corporation Commission. :

Communications regarding this matter should be sent to the following:

Henry W. Fayne

Senior Vice President
American Electric Power
Service Corporation

1 Riverside Plaza
Columbus, Ohio 43215
(614) 223-2890

Edward J. Brady, Esq
Kevin F. Duffy, Esq.
American Electric Power
Service Corporation

1 Riverside Plaza
Columbus, Ohio 43215
(614) 223-1608

Reguest for Effectivc Date and Waivers

The AEP Companies request :;m’ effective date of S’eptembér 1, 1996.

The AEP Companies request that the IAA be allowed to go into effect without
suspension, hearing or investigation. Such action is appropriate in light of the
extensive prefiling involvement of state regulators and communications with
wholesale customers, FERC Staff and other interested parties. The AEP Companies
have accumulated proceeds associated with sales of allowances to non-affiliates.
Upon approval of Modification No. 1 to the IAA, the AEP Companies will be able
to determine that portion of the proceeds to be allocated to each Mermber of the AEP
System. Once this determination is made on a system basis, each state jurisdiction
can address the retail aspects of these transactions. The AEP Companies request
waiver of any regulations with which this filing may not comply, in order that it may




Honorable Lois D. Cashell, Secretary
June 21, 1996
Page 7

KPSC:Case No. 2013-00325

November 14,2013 Informal Conference Data Request
ltem No. 1

Attachment 1

Page 7 of 58

be allowed to go into effect on August 15, 1996 as reqm:sted and the Compamec

customers may benefit from these transactions.

Respectfdlly submitted,

Kevin F. Duffy ,
Attorneys for the AEP Companies
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Public Service Commission
of West Virginia

‘State Capitol Building
Charleston, WV 25305

Tennessee Public Service Commission

460 James Robertson Parkway
Nashville, TN 37243-0505

Kentucky Public Service Commission
P.O. Box 615 ,
Frankfort, Kentucky 40602

Executive Secretary

Michigan Public Service Commission
6545 Mercantile Way .
P.O. Box 30221

Lansing, MI 48909

Indiana Utility Regulatory Commission

Indiana Government Center South
302 West Washington Street, E306
Indianapolis, IN 46204

State Corporation Commission
Document Control Center
Jefferson Bldg., Level Bl

1220 Bank St.

Richmond, VA 23219

Public Utilities Commission of Ohio
Docketing Division

180 East Broad Street

Columbus, Ohio 43215
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MODIFICATION NO. 1 TO THE
AEP SYSTEM INTERIM ALLOWANCE AGREEMENT
BY AND AMONG |
APPALACHIAN POWER COMPANY
COLUMBUS SOUTHERN(PQWQR COMPANY
INDIANA MICHIGAN POWER COMPANY
KENTUCKY POWER COMPANY
OHIO POWER COMPANY
AND WITH
AMERICAN ELECTRIC POWER SERVICE CORPORATION
AS AGENT .

Iltem No. 1
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0.1 THIS AGREEMENT, made and emte*ed into as of the 28th day
of July, 19%4 by and ameng APPALACHIAN POWER COMPANY (APCo), a
Virginia éorporation, COLUMBUS SOUTH@RN POWER COMPANY (CSP), an
Ohio corporation, INDIANA MICHIGAN’POWLR COMPANY (I&M), an Indiana
corporation, KENTUCKY POWER COMPANY (KPC@),’a Kentucky corporation,

OHIO POWER COMPANY (OPCo), an Ohioféormoracion, said companies

ltem No. 1
Attachment 1
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(herein sometimes called 'Members’ when refarred to COllSCthQlY'

and ‘Member’ when referred to imdlv;dually) balng afflllated

- companies of the integrated public utility electric system known as

the American Electric Power System (AEP), and AMERICAN ELECTRIC

POWER SERVICE CORPORATION (Agent), a New York corporation, being a
service company engaged solely in the business of furnishing
essential services to the aforesaid companies and the other

affiliated companies.

WITNESSETH
T HAT: /

. 0.2 WHEREAS, the Members own and operate electric faciiities
in the states herein indicated, (i) APCo in Virginia, West Virginia
and Tennessee, (ii) CSP in Ohio, (111) I&M in Indiana and Mlchlgan,
(iv) KPCo in Kentucky,fahd (v) OPCo in Oth and West Vlrglnla, md

*AWJ%iB WHEREAS, the Members have entered.lnto an Interconnectlon
Agreement, aated,Julyfsf;1951, Wlth modlflcatlons tharetm, whlch

provides for certain understandings, conditions, and procedures

designed to achieve the full benefits and advantages available
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through the cocordinated plaﬁiina’and operation of their electric
power supply facilities; and |

0.4 WHEREAS, Congress in 1990 enacted amenﬁﬁentéQCO'the Clean
Air Act, including Title IV, 104 Stat. 2584, 42 U.S.C.A. § 7651, et
seq. ("the 1990 Amendments") which limit emissions of sulfur
dioxide (S0,) by electric utilities; and |

0.5 WHEREAS, under the 1990 Amendments, compliance is to be
achieved in two stages -- Phase I, which begins January 1, 1995 and
Phase II which begins January 1, 2000; and reductions in sulfur
dioxide emissions are to be éffécteduby a system in which a limited
number of "emission allowances" have been allocated bYTthe/United
States Environmental Protection‘Agency (EPA) to individual utility
generating units; and

0.6 WHEREAS, twenty-one (21) of the Members'’ generating’uhitg»
have been designated by the 1990 Amendments as Phase I affected
units, and fifty-one (51) of the Members' generating units have
been designated as Phase II affécted_uﬁits, and as such, have been
awarded emission allowances by the EPA; and ’

0.7 WHEREAS, the'Méﬁb&rs may have ownership or entitl@ment‘tg
emission allowances through several means, including:\(i)\EPA~
AWARDED ALLOWANCES based on emission levels experienced during a
base-line period, (ii) EPA bonus allowances awarded for‘ygricus
compliance strategies, primarily through the installatign“of FGD
systems, and (iii) the purchase’of allbwances.’ Generally, Members
are permitted to emit SO, only to the extent they have allowances

to - cover ‘such emissions.
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0.8 WHEREAS, compliance with the 1990 Amendments has been and
will continue to be planned by the Members on an integrated and

coordinated basis, consistent with the integrated and coordinated

planning and operation of the Members’ electric systems; and
0.9 WHEREAS, the Members desire to arrive at an equitable
methodology of allocating emission allowances and associated costs

and benefits between and among the Members; and

0.10 WHEREAS, the Members have entered dinto the Imtarim/

Allowance Agreement to establish, on an interim basis, a
methodology and transfer price for the transfer of SO, emission
allowances; and

0.11 WHEREAS, the Members'beliavé that an agreement which

provides for an equitable assignment of cost and benefits among the

Members can best be realized if administered by a single clearing

agent; and
0.12 WHEREAS, the Members believe that the Agent designated
herein for such purpose is qualified to peffcrm sg&h serviceSf,'
0.13 NOW, THEREFORE, in conaidaratiba of the premiSQS'and,mf
the mutual covenants and agreémenté hereinafter'contained? the

parties hereto, hereby agree as follows:

Iltem No. 1
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iBTICIE 4
DEFINITIONS

1.1 The following terms and factors associated with
settlements under this Agreement are defined in alphabetic order as
follows:

1.2 DELIVERING MEMBER -- a Member which sells PRIMARY ENERGY
and/or ECONOMY ENERGY to the POOL. ' \

1.3 ECONOMY ENERGY -- electric energy delivered to the POOL
from/the MEMBER PRIMARY CAPACITY/of a particular Member to displace
energy that otherwise would be supplied‘by less efficiént MEMBER
PRIMARY CAPACITY of another Member to meet its MEMBER LOAﬂ
OBLIGATION. | | '

1.4 EPA-AWARDED ALLOWANCES -- the allowances awarded to each
generating unit by the EPA as defined in Section 404 (a) of the i990
Amendments. . |

| 1.5 FERC --.the Federal Eheréy4Regulatory'Commissian,Ox any
successor agency. m' '

1.6 GAVXN‘BONUS‘ALLOWANCE$ -- 184.7, iBé.O, 44 .6, 44.6 and
44,6 thousand/allowances,'exaluding transfer allowances, for the
years 1995; 1996, 1997, 1998 and 1999, respectively, awarded by the
EPA to OPCo’s Gavin Plant pursuant to Section 4ﬁé(d)‘of the 1990
Amendments.

1.7 GAVIN EPA-AWARDED ALLOWANCES -- the allowances awardﬁd‘ta
the Gavin Plant by the EPA pursuant to Section 40é(a) of the 1990

Amendments.
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1.8 GAVIN SCRUBBER S0, REDUCTION -- the difference between

Iltem-No. 1
Attachment 1
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actual S0, emissions at OPCo's Gavin Plant operating with scrubbers

and GAVIN UNCONTROLLED EMISSIONS for a given year.

1.9 GAVIN UNCONTROLLED EMISSIONS -- an estimated émount of
S0, emissions that would result from operating thé*Gavin Piant
withbut,scrubbers. The estimate of GAVIN UNCONTROLLED EMISSIONS is
calculated by dividing the scrubbed Gavin SO, EMISSIONS by (1.00
minus the scrubber S0, removal efficiency rate).

1.10 INTERCONNECTION  AGREEMENT -- the Interconnection
Agreement among the Members dated July 6, 1951, as amended.

1.11 MEMBER AFFECTED UNITS -- a Member's generating units that

are required to meet the emission standards established by the 1990

Amendments.

1.12 MEMBER CAPACITY DEFICIT FACTOR -- for any Member, the

average for the calendar vyear of its’ MEMBER PRIMARY“CAPACITY
DEFICIT divided by the sum of all members’ average MEMBER PRIMARY
CAPACITY DEFICITS. |

1.13 MEMBER DEMAND 4 MEMBER LOAD OBLIGATION determined on a
clock-hour integrated kilowatt basis.

1.14 MEMBER GENERATION -- the total of a Member’'s net
generation from its MEMBER PRIMARY CAPACITY.

1.15 MEMBER LOAD OBLIGATION -- a Member’s internal load plus
| any firm power sales to Foreign Coﬁpanies and to affiliated

companies other than Members.
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1.16 MEMBER LOAD RATIO -- the ratic o

el

arcicular Member's
MEMEER MZXIMUM DEMAND in effect for a calendar month to the su& of
the five MEMBER MAXIMUM DEMANDS in effect for such month.

1.17 MEMBER MAXIMUM DEMAND -- the MEMBER MAXIMUM DEMAND in
effect for a éalendar month for a particular Member shall bé'equal
to the maximum MEMBER DEMAND experienced by said Member during the
twelvé consecutive calendar months next preceding such calendar
month.

1.18 MEMBER PRiMARY CAPACITY i the aggregate capacity of the
electric power sources of a,particular,Member,,in kilowatts, that
ig normally expected to be available to:carry load. Such capacity
shall include (i) the capacity instailed at the geﬁératiﬁg Staﬁi@ns
owned by the Member and (ii) ﬁhé capacity available to that Member
through interconnection arrangements with affiliated ccmpanies er‘
Foreign Companies. :

1.19 MEMBER PRIMARY CAPACITY DEFICIT -- difference between the
MEMBER PRIMARY CAPACITY and MEMBER PRIMARY-CAPACITY RESERVATION of
a particular Member, when such MEMBER PRIMARY CAPACITY is less than
such MEMBER PRIMARY CAPACITY RESERVATION:

1.20 MEMBER PRIMARY CAPACITY RESERVATION -- SYSTEM PRIMARY
CAPACITY multiplied by the MEMBER LOAD RATIO of a particular
Member. i | ;

1.21-0PCo CAPACITY SURPLUS FACTOR -- the weighted.average for
the calendar year of (OPCo's MEMBER PRIMARY CAPACITY minus OPCo’s
MEMBER PRIMARY CAPACITY RESERVATION) divided by OPCo's MEMBER

PRIMARY CAPACITY.
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1.22 OVER-COMPLIANCE -- the amount by which a Member's SO,
EMISSIONS are less than its EPA-AWARDED ALLOWANCES for the current
year; provided, h@wever, thatm in determining ,OPCo’s OVER-
COMPLIANCE, its emissions shall be deemed tayinclude, iﬁ lieu of
actual emissions from the Gavin Plant, 50% of GAVIN UNCONTROLLED
EMISSIONS, and its allowances shall be deemed no i@ciude, in lieu
of actﬁal GAVIN EPA~AWARDED ALLOWANCEB, only 50% §£ GAVIN EPA-

AWARDED ALLOWANCES.

1.23 POOL -- electric energy delivered by one Member, from its

MEMBER PRIMARY CAPACITQ, to another Member shall bé,cénsideredwto
be energy delivered to the POOL’ﬁy the former Member and delivered
from the POOL by the Tatter Member. | |

1.24 POWER SALES TO FOREIGN,COK§ANIESV~~ sales of elacﬁric
power and energy to Foreign Companiesg, made by a Member on behalf

of the System, where the revenue and cost of such sales are

allocated to the Members in proportion to their resp&ctivé MEMBER

LOAD RATIOS.

1.25 PRIMARY AND ECONDMY’ENERGYVRECEEPT\FRCTQRr*~’therrati0 of
PRIMARY ENERGY and ECONOMY ENERGYrreceipﬁs,by arr@ceiving Member
from a DELIVERING MEMBER to the total sales of PRIMARY/ENERGY’amd
ECONOMY ENERGY by the DELIVERING MEMBER. ; i '

1.26 PRIMARY ANb‘ECDNOﬁx,ENERGY,SUPPLY fACTOR -~ the gum of
the’Member's PRIMARY ENERGY and EéOﬁQMY ENERGY deliveries dividéd

by the MEMBER’S GENERATION,

Iltem No. 1
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1.27 PRIMARY ENERGY -- electric energy delivered to the POOL

from the MEMEER PRIMARY CAPACITY c¢f a mber to meest

el
a
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ot
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¥
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=
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another Member’s deficiency in capacity.

1.28 RECEIVING MEMBER -- a Member which buyé PRIMARY’BNERGY
and/or ECONOMY ENERGY from the POOL.

1.29 80, EMISSIONS -~ the total of the Member's S0, EMISSIONS
from the MEMBER'S AFFECTED UNITS.

1.30 SURPLUS ALLOWANCES -~’the/excess of a4Member‘s curreﬁt
year EPA-AWARDED ALLOWANCES, plus allowances transferred to the’
Member -pursuant to Seétioné 4.0, 4.2,4.3 and 4.4 -of”this
Agreement, over the Member's annuai 80, EMISSIONS and its MLR/share
of the SYSTEM ALLOWANCE BANK.

1.31 SYSTEM ALLOWANCE BANK -- thé sum of éll'the~Mambe:s’
allowances in excess of all the Members’ S@% emissioné.'

1.32 SYSTEM COST OF GDMPLIANCE == for éaléndar year 1995 is
$115f43/ton of 80,. For eéch subsequent year, the SYSTEM COST OF
COMPLIANCE shall be 3115.43/ton of 80, escalated annually at a rate
of 10.56%.‘; : ‘ .

1.33 SYSTEM PRIMARY CAPACITY -- the sum of the MEMBER PRIMARY ik
CAPACITY of all the Members. |

1.34 UNDER-COMPLIANCE -- the amount by which a Member's SO,
EMISSIONS are greater than its EPA-AWARDED ALLOWANQES/ﬁér,the
current year; provided, however; that in determining OPCo’'s UNDER-
COMPLIANCE, its emissions shall be Seemed«to include, in iieurmf
actual emissions from the Gavin Plant, 50% of GAVIN UNCONTROLLED

EMISSIONS, and its allowances shall be deemed to include, in lieu
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of actual GAVIN EPA-AWARDED ALLOWANCES, only 50% of GAVIN EPA-

AWARDED ALLOWANCES.

ARTICLE 2

EMISSION ALLOWANCE MANAGEMENT

2.1 In determining the transfer of costs and,benefits related
to emission allowances among Members, settlements for the,fgliowing
transactions will be governed byithis Agreement : ’l) an annual
reallocation of Gavin allowances, desciibed in Section 4.1, 2) an
annual cash settlement for the transfer of allowances associated
with PRIMARY ENERGY and ECONOMY'ENERG?, described in Section 4.2,
3) a monthly cash settlement forlailawances consumed fo£ POWER
SALES TO FOREIGN COMPANIES, described in Section 4.3, 4) sales and
purchases of allowances Eo/from‘ﬁan-affiliated pértiea} described
in Section 4.4, and 5) an annual transfer of allowances for
current period compliance and allocation of the SYSTEM ALLOWANCE
" BANK, described in Section 4.5.

2.2 Agent shall have the authority to maké any and ~éli
decisions relating to the use, managemént{ purch&sep’salavanﬁ
transfer of emission allowances. Except as provided in this
Agreement or any superseding agreement, no other payment or

compensaticn shall be made between: or among the Membars with

respect to any such use, management, purchase, sale or transfer.




KPSC Case No. 2013-00325

November: 14,2013 Informal Conference Data Request
Iltem No. 1

Attachment 1

Page 20 of 58

ARTICLE 3

13
i

t
t

AGENT'S RESPONSIBILITIES
3.1 For the purpose Qf carrying out the provisions of this
Agreement, the Members hereby delegate to Agent, and Agent hereby
accepts, the responsibility/bﬁ administration of thia’Agreamént,
and in furtherance thereof Agent héreby égreas;

3.11 To render to each Member as prémptly as
possible after the end of each month a stét&mént setting forth
the settlements hereunder for such precadingﬂcalandar month;
in such detail and with such segregation as may be heeded for
accounting, operating, or‘other’proper pur§csés.

3.12 To carry out allowance transfer settlements
under this Agreement. Settlement for the’Gavin Allowance
Reallocation shall be recorded annuaily in December fcr’each
calendar y@ér. ’ |

3.13 To carry out cash éettléménts under this
Agreement through an account (hereby deaignatéd' and
hereinafter éalled the SYSTEM ALLOWANCE ACCOUNT) to bé
administered by Agent. Payments to or from such acé@unt»shall
be made to or by Agent,és/clearing agent of the account. The
total amount of the payments made by the Members to.the SYSTEM
ALLOWANCE ACCOUNT each month shall be equal to the total
amount of the payments made from the SYSTEM ALLOWANCE ACCOUNT

for the same period.

10
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3.131 ’ M5ﬁth1y‘$e£tlemantsvby‘the Memb@rs
shall be detefmine& for'Alléwénceé:Consumedrfor waer
Sales to F@réign Companﬁes. \

3.132 . Anmﬁél settlements by“the Members
shall be determined in December of each calendar year for
Allowance Transfers ’fer Primary and Economy ‘Energy
Transactions. ‘

3,133 Settlemeﬁts'by the Members shall be
determined for allowances sold and purchased to/from non-
affiliated parties as they occur.

3.134 Annual settlements by the Membars
shall be determined in December of each caleﬂdar’yeaerQr
the Transfer of,Allowances for Current Period Compliance

and Allocation of the System Allowance Bank.

ARTICLE 4

SETTLEMENTS

4.1 GAVIN ALLOWANCE REALLOCATION - In December of 1995 and

each subsequent calendar year, the allowance inventory accounts of

the Members will be adjusted to recognize the Gavin Allowance

Reallocation.  The number of Gavin allowances available for

reallocation is determined by multiplying the OPCo CAPACITY SURPLUS

Item No. 1
Attachment:1
Page 21 of 58

FACTOR by the sum of (i) GAVIN BONUS ALLOWANCES and (ii) 50% of the

sum of the GAVIN EPA-AWARDED ALLOWANCES and the GAVIN SCRUBBER S0,

"REDUCTION. The Gavin allowances available for reallocation shall

be transferred, at zerc cost, to the Members having a MEMEER

38
e
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PRIMARY CAPACITY DEFICIT. Each deficit Member's share of the Gavin
Allowance Rkeallocation is determined by multiplyingﬂ the Gavin
Allowances to Reallocate by the MEMBER'S CAPACITY DEFICIT FACTOR.
4.2 ALLOWANCE TRANSFERS ASSOCIATED WITH PRIMARY AND ECONOMY
ENERGY TRANSACTIONS -~ In’Dﬁcember,df each year, the DELIVERING
MEMBERS shall transfer allowances to or receive allowances from the
RECEIVING MEMBERS, according to this Section. A DELIVERING,MEMBER,
shall be transferred allowances from a RECEIVING MEMBER if the
DELIVERING MEMBER ig in an UNDER-COMPLIANCE position. A DELIVERING
MEMBER shall transfer allowances to a RECEIVING MEMBER if the
DELIVERING MEMBER is in an OVER-COMPLIANCE pbsition. fMember$
supplying allowances shall be campensated by the Members receiving
ailowances’ based on the supplying Member’'s average,’éllowance’
inventory cost. For the year, a Member may be 5oth’a DELIVERING
MEMBER and a RECEIVING MEMBER.
4.21 InADacémbar of each year, the Member’s annual
OVER-COMPLIANCE or UNDER-COMPLIANCE shall be determined.
4.22 The PRIMARY AND ECONOMY ENERGY SUPPLY FACTOR of
each DELIVERING MEMBER shall be multiplied by that Member's
over/(undar) compliance to daterhin@ its incremental OVER-
CQMPLIANCE or incremental UNDER;COMPLIANCE position. The
incremental aver/(under) compliance position repraéents ché

total number of allowances to be transferred from or received

by the DELIVERING MEMBER.

4.23 If the DELIVERING MEMBER is in an UNDER-
o be

COMPLIANCE position, the  number of ’allmwances to

12
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transferred from the RECEIVING MEMBER is calculated by

multiplying the DELIVERING MEMBER'S incremental UNDER-

Item-No. 1
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COMPLIANCE by the vrespective PRIMARY AND ECONOMY ENERGY

RECEIPT FACTOR. I1f the/DELIVERiNG MEMBER is in an OVER-
COMPLIANCE position, the number of alldwamcas, to be

transferred to the RECEIVING MEMBERS is calculatédi by

multiplying the in;remental OVER;COMPLIANCE mfrthérDELIVERING,

MEMBER by the respective PRIMARY AND ECONOMY ENERGY RECEIPT

FACTORS.

4.24 The  net allowances' transgferred from the

supplying Member during the year are priced at their

individual weighted average inventory cost computed at the end

of December. The net allowances trahsferred to the receiving

Members shall be based on the weighted average,ihventory cost

of all Members supplying allowances. The averége,inventary
cost of a supplying Member is computed by taking thartQﬁal
book cost of allowances available fér txanéfef divided by the
number of allowances available for;transfar*at thé énd’of

December.

4.3 ALLOWANCES CONSUMED FOR POWER SALES TO FOREIGN COMPANIES

.companies, the cuspoméf has the opticn of reimbursing the,sﬁpplying,

company with allowances in kind, or paying cash for the allowances

the allowances shall be retained by the supplying Member (Member

company that generated the energy and consumed the allowances); and

213

- When allowances - are consumed for power sales to foreign

at the current market rate. If the customer reimburses in kind,
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a cash settlement shall be made to each Member based on its MLR-

fet

share of the current value of the allowances received. If casgh is
received, in lieu of allowances, it shall be shared by each member

based on its current MLR. The supplying Member'’'s consumed cost of

allowances for sale to foreign companies shall be allocated to each

Member based on its current MLR. The method for determining the

allowances consumed in generating the energy for POWER SALES TO

FOREIGN COMPANIES is set forth in Appendix E to this Agreement.
4.4 - ALLOWANCE TR_ANSACTIONS WITH NQN’AFFILIATED"’PARTIES =
Participation in the:allowance market cculd'involve4either’the séle
or purchase of allowances to or fréminan»affili&ted parties.
4.41 SALE QF ALLOWANCES - Except as provided in

Section 4.43, in the event allowances are sold to non-

affiliated parties, each Member shall contribute its MLR share

of the total quantity sold. To the extent a Member cannot

provide its MLR share due to a shortfall, that Member shall

purchase an amount of allowances necessary to cover the

shortfall from other Members having a surplus, at the System

Cost of Compliance. Each Member shall receive its MLR share

of the total proceeds.

4.42 PURCHASE OF ALLOWANCES - In the event

allowances are pﬁrchéséd from noﬁ*affiliated parties, each

Member shall take ownership of its MLR shaxe of the total

guantity purchased and pay'its MLR sharé of thé tbta1vcoét.
4.43 SALE OF WITHHELD ALLOWANCES AT EPA AUCTiONS =

The proceeds from $alés of allowances withheld by the EPA,

14
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pursuant to Section 416‘of"Tifléylvyof the 1990 Amendhents,
hall be retained by ﬁhe Member owning the genefating units
from which the allowances were withheld.

4.44 NET PROCEEDS AND COSTS FROM PREVIOUS ALLOWANCE
TRANSACTIONS - The net proceeds from sales of allowances to
non-affiliated parties which occufrad prior t@'thé effective
date of Modification No. 1 to ;his Agreement, the cost of
allowances purchased from non?affiliated parties which
occurred prior to the effective date of Mcdification No. 1 to
this Agreement and all carrying charges accfued on such
proceeds and costs, shall be shared by eadh,Member,basad on
its MLR. |
4.5 TRANSFERS OF ALLOWANCES FOR CURRENT PERICDJCQMPLIANCE AND

ALLOCATION OF THE SYSTEM ALLOWANCE EANK - At the end of December of
each calendar year, each Member shall own a share,of the1SYSTEM‘
ALLOWANCE BANK, based on its current MEMBER LOAD RATIO. A Member
whose annual 80, EMISSIONS exceed its available‘ allowance
inventory, after imtercompany’seﬁtlements’described/in,Sacticm 4.1,
4.2, 4.3 and 4.4 of this Agreement, will purchase allowances to
eliminate its shortfall in that calendar.year and to provide for
its MLR share of the SYSTEM ALLOWANCE BANK. These purchases will
be made from Members having SURPLUS ALLéWANCES and Qill be priced
at the SYSTEM COST OF COMPLIANCE. If more than one Member has
SURPLUS ALLOWANCES, the buying Member will purchase a proportionate

share from the surplus Members.
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5

ARTICL
BILLINGS AND ’azxwmms

5.1 All bills for aﬁmuﬁts Qwingrhereunder ghall be due and
payable on the fifteenth day of the month next follc#ing the month
to which a settlement has been rendered, of on the tenth day
following the receipg of the bill, whichever,'date is 'laﬁer.
Interest on unpaid amounts shali accrue daily at the prime interest
rate per annum in effect on the due déte at Citibank, plus 2% per
annum, from the due date until the date upon which'payment is made.
Unless otherwise agreed upon, the calendar month shall be the
standard period for the purpose Qf settlements under this
Agreement. If bills:cann@t'be accurately determined at any time,
they shall be rendered on an estiﬁated'basis and subsequently

adjusted to conform to the terms of this Agreement.

ARTICLE 6
| TAXES o |

6.1 If at any time during the duration of ghisiAgféement
there should be levied and/or assessed by any governmental
~authority against any Member any tax related to the receipt of
settlements calculated pursuant to Article 5,(:f this Agreement
(ihcluding, but notA limited to saies, excise, etci), ?hg tax;»
expense incurred by such Member that would not have been incurred
- were the allowance Settlements'hereuﬂder’not'beiﬁg'mad¢; such
Member shall be entitled to reimbursement of theytax expense from

the Member generating the tax expense.

16
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ARTICLE 7
MODIFICATIONS
7.1 Any Mémbar, by written notice given ta4thér¢ther Members
~and Agent, may call for a reconsiderétién of the terms and

conditions herein provided. 1If such reconsideration is called for,

the Members shall take into accountvany’chamged c@nditions, any

results from the application of said terms and condltlons, and any

other facts that might cause said terms and condltlons to result in

an inequitable sharing of costs and beneflts under this Agreement
Any modification in terms and condltlons agreed to by th@ Members

shall be subject to appropriate regulatory approval and become

Iltem:No. 1
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effective the first day of the month f@llow1ng ,r@gulatoryf

authorization.

ARTICLE 8

EFFECTIVE DATE AND TERMS OF THIS AGREEMENT

8.1 This Agreement shall become effective and shall become a

binding obligation of the Parties on January 1, 1985, or sﬁch other
effective date determined by FERC. | ’ |

8.2 This Agreement shall continue in éffaétr;froﬁ thé
effective date until the effedtive date of aﬁy sub&equeﬁt

agreement .

ARTICLE 9

REGULATORY AUTHORITIES

17
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9.1 The Members recognize that this Acgreemant, and any cari

r rate schedule which shall embody or superssde this Agreement or

o

any part thereof, are in certain respects subj@ét to the
jurisdiction of the FERC under the Federal Power Act, and are also
subject to such lawful action as any regulatory authority having
jurisdiction shall hereinafter taka with respect thereto. The
performance of any obligation of tha Members4shall be subject to
the receipt of such authorizations, approvals or"actimns; of
regulatory authorities having jurisdictiom as shall be required by
law. ’

9.2 It’is expressly und@rstqadlthat‘the Membérsrshall’b&
entitled, at any time unilatefally,’to make application to the FERC
for a change in the rates, charges, classific&tion of servica, or
any rule, regulatlon or contract r@lat;ng thereto, or to make any
change in or supersede in whole or in part any provision of the
this Agreement, under Section 205 of the Federal Power Act and

pursuant to the FERC's Rules and Regulations promulgated

thereunder.

ARTICLE 10
ASSIGNMENT
10.1 This Agreaﬁént shall accrue to the benefit of and be

binding upon the successors and assigns of the respective parties.

18-
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IN WITNESS WHEREOF, the parties hersto have caused the

Agreement to be executed in their respective corporate names and on
their behalf by their proper officers thereunto duly authorized as

of the day and year first above written.

APPALACHIAN POWER COMPANY

By (Signature on Origina

COLUMBUS SOUTHERN POWER COMPANY
OHIO POWER COMPANY

INDIANA‘MICHIGAN\POWER CQMPANYf

By(Signature on Original Document

KENTUCKY POWER COMPANY

riginal Document)

By (Signature on

AMERICAN ELECTRIC POWER
SERVICE CORPORATION

IltemNo. 1
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WHEREAS, APPALACHIAN POWER COMPANY (APCO), & Virginia

corporation, COLUMBUS SOUTHERN POWER COMPANY (CSP), an Ohio

corporation, INDIANA MICHIGAN POWER COMPANY (I&M), an Indiana

corporation, KENTUCKY POWER QOMPANY‘(KPCQ), a Kentucky corporation,
OHIO -POWER COMPANY (QPCO), an Ohio’corpﬁration,'said companies
(herein sometimes called ‘Members’ when referred to collectively

and ‘Member’ when referred to ihdividually) being affiliated

companies of the integrated:public,utility electric system known as

the American Electric Power System (AEP), and AMERICAN ELECTRIC
POWER SERVICE CdRPORATION {Agent) , é’New York ¢0rporétion, being a
service company engaged solely in \the busihess of4'furniShing
essential services to the aforeSaid cqmpanies  and the other
affiliated companies, all of whom are’éufrently doing buéinass as
American Electric Power, desire to establish a mechanism for the
allocation of emission allowaﬁee’dosts and proceeds asSociated with
purchases and sales with nan;affiliated,entities;’and :

WHEREAS, the Members desire to amend the AEP System Interim

Allowance Agreement dated July 28, 1994 to reflect this mechanism

and to effect certain Other’changes to the Agreement; and

WHEREAS, except as changed by amendments, the AEP System
Interim Allowance Agreement remains in full force and effect.

NOW THEREFORE, the Members adopt the document attached
hereto showing the proposed amendmentslpa/the’AEE SyStem‘Inierim
Allowance. Agreement in a form in WhiCh'déletions aﬁpé&x'as struck~
through text and additions appear as shaﬁed“téxﬁ, as”ﬁMQdiﬁicaﬁion

No. 1 to the AEP System Interim,AllOWan;é Agreement By and”Amqng




Appalachian Power Company,’ColumbuSISouthern«Powér“CGmpﬁhym Indiana

Michigan Power Ccmpany,,Kentucky,Powex CmmpanyJ'Ohib‘?QWérfCom@any
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and With American Electric Power Service Corporation As Agent.'

Agreed to this | day of June, 1996.

By:

Title:

Wllll&?:%‘ Lhota

President and Chief Op@ratmng Officer of Agpalachmam Power
Company, Columbus Southern Power Company, Indiana Michigan
Power Company, Kentucky Power Company, and Ohio Power
Company; and Executive Vice President of American Electric
Power Service Corporation, cmllect1vely delng business as
American Electric Power ,

Iltem No. 1
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- APPENDIX A

SFER SUMMARY

FINANCIAL STATEMENT EFFECTS
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AEP System
Interim Allowance Agreement - Modnf’ cation No. 1
Description of Allowance Transfer Summary

The forecasted allowance transfers for 1996 and 1997, pursuant to Modification No. 1 of the
Interim Allowance Agreement, are summarized on the top of Pages 3 and 4 of Appendix A
Under the terms of Modification No. 1 (“Modified Agreement”), the calculation of these transfers
remains unchanged, with the exception of the Intercompany Purchasesf(Saies) The elements
related to the all owance transfers are described below.

EPA Awarded Allowances - Defined i n Section 1.4 of the Modified Agreement EPA Awarded
Allowances represent the allowances awarded to each generating unit by the EPA as defined in
Section 404(a) of the 1990 Amendments.

Other Allowances, Ormet - Other Allowances represent the allowances received by OPCO from
Ormet Primary Aluminum Corporation, pursuant to a contract for retail power sales to Ormet.

8§02 Emissions - Defined in Section 1.29 of the Modified Agreement SO2 Emissions represent
the total of the Member’s SO2 Emissions from the Member’s Aﬂ‘ected Units.

Over/(Under) Complmnce Represents the difference between a Member’s allowances (1m:: uding
EPA Awarded Allowances and Other Aﬂowances) and its SO2 Emissions.

Gavin Reallocation - Described in Section 4.1 of the Modified Agreement the terms of the
Gavin Reallocation are not affected by Modification No. 1 :

'P&E Transfers - Described in Section 4.2 of the Mochﬁed Agreement, the terms of the P&E
 Transfers are not affected by Modification No. 1. ,

- Intércampény Purchases/(Sales) Described in Section 4.5 of the Modified Agreement, the
‘method for calculating Intercompany Purchases/(Sales) of allowances has been changed by
Modification No. 1. Under the amended terms, each Member must own, at the end of each
calender year, a sufficient number of allowances to cover (1) its annual camphance requirement
and (2) its MLR-share of the AEP System Allowance Bank. This represents a change from the
original agreement, which required each Member to own, at the end of each calender year, a
sufficient number of allowances to cover (1) its annual compliance requirement and (2) a share of
" the AEP System Allowance Bank based on its estimated future compliance requirements over a
20-year forecast period. The calculation of Intercompany Purchases/(Sales) is presented cm Pages

5 and 6 of Appendix A.
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The forecasted financial statement effects of allowance transfers for 1996 a.nd 1997, pursuant to

Modification 1 of the Interim Allowance A.greement., are summarized on the bottom of Pages |
and 2 of Appendix A. Below is a brief description the effects on financial statements.

Incame,Staremem Effects:

Sales for Resale - Reflects the reimbursement of the market value of aﬂowam:es consumed for
sales to foreign companies. Also reflects intercompany billing for the consumed cost of such
~allowances. ,

Purchased Power - Reflects the consumed cost of aﬂowances used in the generatxon for salesto

~ foreign companies.

S02 Emissions Expense - Reflects the consumption of allowances, at average cost, to cover the
SO2 emissions from affected units. :

Balance Shget Ef; ects:

Allowance Iﬂventpty - Reflects increases in the value of Allowance Inventory due to (1) P&E
Transfers In and (2) Intercompany Purchases. Reflects decreases in the value of Allowance
Inventory due to (1) P&E Transfers Out, (2) Intercompany Sales and (3) SQ!Emission& S

Accounts Rgczzvable"i’ayable Reflects recewables/payables associated with (1) Intercompany
Allowance Purchases/Sales, (2) P&E Transfers and (3) settlements for allowances consumed for
sales to foreign companies. :

Other Reguiatm-y Liabilities - Represents the def‘errcd gmn ﬁ'am allowance sales to other
Members.
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GPCO | SYSTEM |

EPA Awarded Allowances

Other Allowances - Ormet

S02 Emissions
Over/(Under) Compliance

Allowance Transfers:
Gavin Reallocation
P&E Transfers
Intercompany Puch/(Sales)

Subtotal - Allowance Transfers

Increase/(Decrease) in
Allowance Bank

Bank Level - Beginning of Year

Bank Level - End-of Year

Financial Statement Effects
of Allowance Transfers ($000)

INCOME STATEMENT:

Sales for Resale

Purchased Power Expense

SO2 Emissions Expense
Net Effect

BALANCE SHEET:
ASBETS:

Allowance Inventory

Accts Receivable ~Assoc Co

Accts Receivable - Other
Total Assets

LIABILITIES:

Accts Payable - Assoc Co
Other Regulatory Liabilities
Total Liabilities

[APCO [ 'CSP | 1BM | KYpC
. 101,444 47,489 - 757,340 906,273
. k ’ - 66,400 66,400
- (87,800)  (32,200) - (343,000)  (463,000)
- 13,644 15,289 - 480,740 509,673
68,318 58,918 - 1,560 (128,796) -
(2,876) (1,131) (4,240) (1%6) 8383 .
106,943 13,287 82930 33473 (236,633 :
172,385 71,074 78,600 34,897  (357,046) .
172,385 84,718 93,979 34897 123694 509,673
116,490 60,473 69,315 24,400 100,984 371,661
288,875 145,191 163,204 59296 774,678 881334

e e e e oA O e K oo

845

756 441 558 156 2,755
142 65 80 29 51. 346
. 633 2533 - . 4267 7,434
614 5 : (472 5025
13,400 1,048 7.676 4240  (6656) 19,707
197 54 441 16 30,277 © 30,984
756 g5 450 156 653 2.409
14,352 1,497 8568 4411 54273 53100
13,738 1,754 10,603 4,285 605 30,984
- Ca v - 27441 27141
13,738 1754 10,603 4285 27,745 58 125

- o




KPSC Caise Nox2013-00325
AEP SY8TEM\ovember 14, 2013 Informal Gonferende Data Request

NTER IM ALLOWANCE AGREEMENT ltem No. 1
MODIFICATION No. 1 F{*ttacggﬂepg;
1997 FORECAST | i
[APCO | Gsp_| @M | KYPC | OPCO | SYSTEM ]
Allowance Transfer
Summary (Tons)
EPA Awarded Allowances f : 88,554 47,489 . 502,821 638,864
Other Allowances - Ormet - - - - 17,900 17,900
502 Emissions - _(95600)  (24,700) “ (350,500)  (470,800)
Over/(Under) Compliance - (7.046) 22,789 - 170,221 185,964
Allowance Transfers: : , :
Gavin Reallocation 50,0565 43866 - 2,133 (96,054) -
P&E Transfers (7.318) (6.084) (5033 (39 18,474 -
Intercompany Puch/(Sales) 4,619 3,838 22,324 - B.977 (39,758) S
Subtotal - Allowance Transfers ' 47,356 41,620 17,291 11,071 (117,338) -
Increase/(Decrease) in » e e = :
Allowance Bank 47 356 34,574 40,080 11,0711 52,883 185,964
Bank Level - Beginning of Year 288,875 145191 163,294 59,206 224678 881,334
Bank Level - End of Year 33,231 179,65 203374 70,367 277,562 1,067,298

Financlal Statement Effects
of Allowance Transfers ($000)

INCOME STATEMENT: : , :

Sales for Resale ; 1,138 655 742 238 1213 3,985

Purchased Power Expense 182 89 75 32 : 40 368

S02 Emissions Expense : e 5‘74 1,831 - 3510 5815
Net Effect 1 11 - (1,164) 6 ) '

BALANCE SHEET:

ASSETS: Ry :

Allowance Inventory - 170 - (74) 922 1,252 (3,018) (746)

" Accts Receivable - Assoc Co 477 93 440 5 5.813 6,827

Accts Receivable - Other : 1,138 598 675 238 %671 3,617
Total Assets 1,785 ’ 618 2037 1,495 3,763 9,698 «

LIABILITIES: , | -

Accts Payable - Assoc Co 799 606 3,201 1,289 g3 6,827

Other Regulatory Liabilities _ - . - 5169 5,169

Total Liabilities 799 606 3201 1289 6100 11896
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AEP SYSTEM

INTERIM ALLOWANCE AGREEMENT - MODIFICATION No. 1
CALCULAT!ON OF INTERCOMPANY PURCHASES/(SALES)

Bank Level - Beginning of Year
Annual Over/(Under) Cemm;ance
Gavin Reallocation
P&E Transfers

5ubtoiat

Decembef 1996 MLR ‘
: MLR-shafe of System Atiewance Bank;

Purchas«es/{Sates) Rﬁquxred 10 Achseva
- MLR-Share of System Allowance Bank

1996 FORECAST

(TONS)

| APCO | csp | 18M [ KYPC | OPcO | SYSTEM |

116,400 60,473 69,315 24400 100,984 371,661
- 13844 15289 . 480,740 508,673
68,318 58918 o 1,560  (128,796)
(2.876)  (1131)  (4,240) (136) 8383 .
181,832 131604 60,364 25824 461,311 661,334

0.32777 016474 018528 006728 025493  1.00000

288875 145191 163,204 50,206 224678 881,334

106,943

13287 82930 33473 (236,633

Item No. 1
Attachment 1
Page 37 of 58
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[G] = [F] * 1,067,298

HI=(Gl- €

INTERIM ALLGWANCE AGREEMENT - MODIFICATION No. 1
CALCULATiG& OF INTERCOMPANY PHRCHASESI(SALES}

Bank Level - Beginning of Year
Annual Over/(Under) Compliance
Gavin Reallocation

P&E Transfers

- Subtotal

December 1997 MLR

‘MLR-Share ef System A%towance Baak

Purchases!{Saies) Required to Achieve

- MLR-Share of System Allowance Bank

AEP SYSTEM

KPSC Case No.2013-00325
November 14, 2013 Informal Conference Data Request

1997 FORECAST
(TONS)

[APCO | csp_| 1&M | KYPC | OPCO | SYSTEM |
288,875 145191 1632094 50208 224678 881334
. (7,046) 22,789 - 170221 185,964

50,055 43,866 . 2,133 (98,054) .

(7.318)  (8084) (5033)  (39) 18,474 =
331612 175027 161050 61,380 317,319 1,067,296
0.31503  0.16843 019055 006503 026006 100000
336,231 179,765 203374 70,367 277,562 1,067,298

4,619

3.838

22,324

8977

(39,758

Item No. 1
Attachment 1
Page 38 of 58
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'APPENDIX B

PROCEEDS/COSTS ASSOCIATED WITH THIRD PARTY

SALES/PURCHASES, PREVIOUSLY DEFERRED




Proceeds from EPA Auctions
Proceeds from Other Allowance Sales
Cost of Purchased Allowances

Total

B

- "KPSC Case No. 2013-00325
November 14, 2013 Inforfal ConfeféhcecData Request
. : : : Item No. 1
 AEP SYSTEM Attachment 1
INTERIM ALLOWANCE AGREEMENT ok
~ MODIFICATION No. 1 :
($000)
Member's Share of Proceeds/(Costs)
Associated with Third Party Allowance Transactions
APcO || csp || M || kvpc || opco || sysTEM
819 574 560 151 3,383 5487
11,788 5,421 5,949 2,240 9,305 34,703
(503) (@31 (254) (96) __ (397) (1,480)

12,104 5,763 6,256 2,296 12,291

38,710




: KPSC GA$eNY; 204350325
November:14; 2013 Informal Confqg@;@e Datg -Be%uest

Iltem No. 1
SO : Attachment 1
’ AEP S,Ystﬁm o : ’ Page 41 of 58
Allowance Purchases/Sales
Deferred Pending Final Agreement
($000)
APco || csp || 1M || kypc || opco || sysTEM |
EPA Auction Proceeds
1993 Auction Proceeds 212 162 158 39 1,002 1,573
1994 Auction Proceeds 291 198 193 54 1,142 1,878
1995 Auction Proceeds 250 168 164 46 964 1,592
Subtotal 753 528 515 139 3,108 5,043
Plus Accrued Carrying : , - ' /
Charge through May 1996 66 46 45 12 275 444
Total Credit to be Retained
by each Member 819 574 560 151 3,383 5487
Allowance Sales :
1894 Sale of Allowances 31,819
Plus Accrued Carrying
Charge through May 1896 3,084
Total 34,703
March 1994 MLR 033968 015620 017144 006456 026812  1.00000
Member's Share of ‘ e .
Net Proceeds 11,788 5421 5,949 2240 9305 34,703
Allowance Purchases . o
1994 EPA Auction Purchase e : o :
of 8,788 allowances (1,287)
 Plus Accrued Carying ‘ £ | o
Charge through May 1996 (188
Total Cost o ‘ ~(1.480)
March 1994 MLR 0.33968 0.15620  0.17144 0.06456 0.26812 1.00000

Member's Share of

Purhcase Price (B03) —__ (@31) @54 ___ (@) ___(@e7n) __ (1.480)
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APPENDIXC

‘COMPARISON OF REVENUE REQUIREMENTS

BASE CASE (IAA) vs MLR CASE (MODIFICATION No. 1 to the IAA)




5 Year Average
Base Case

MLR Case
Change

10 Year Average

Base Case
MLR Case
Change

.20 Year NPV @10.14%

Base Case
MLR Case
Change

Note:

KPSC Cat8N6, 2018-00325
November 14, 2013 Informal Coﬂ&@ﬁce}Dma Réquest

Item:No. 1
Attachment 1
Page 43 of 58
AEP System !
Comparison of Revenue Requmnants
Base Case vs MLR Case
($ Millions)
APCO || csp || 1M || kypc || opco || TOTAL
1,551 1,053 1,131 292 1,504 5,621
1,551 1,051 1,138 292 1 585 5614

1283 s

1,743 1,191 1,748
1740 1,188 1253 340 1753

O3 e e g 5

16,647 11579 11539 3,208
16,638 11574 11538 3298 15932

mm;ﬂ;m;;ww;.; S s 1

Forecast data based on AEP System Acid Rain Compliance Plan,
filed before the P.U.C.O. on October 14, 1994.

15,916

wg ' @

6,277
6 274

58,979
58, 978

;mm&wL
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REVENUE REQUIREMENTS
 BASE CASE
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APCO
INTERIM ALLOWANCE AGRE&M&NT Base Case w/ Allowance Sale
REVENUE REQUI REMENTE
{$ MILLIONS)
Effect of
, mtenm Aﬂowance Agreement Total
Base internal | ! External onsume"-l Revenue
Level Sales Sales Allowance Subtotal Requirement
1995 1,439 0.0 0.0 0.0 0.0 1,439
1996 1,484 0.0 © 0.0 0.0 0.0 1,484
1997 1,551 0.0 0.0 0.0 0.0 1,551
1998 1,611 0.0 0.0 0.0 0.0 1,611
1999 1,669 0.0 0.0 0.0 0.0 1,669
2000 1,772 0.0 0.0 1.6 1.6 1,774
2001 1,855 0.0 0.0 1.1 1.4 1,856
2002 1,930 0.0 0.0 0.7 0.7 1,831
2003 2,017 0.0 0.0 0.4 0.4 2,017
2004 2,098 0.0 0.0 0.3 0.3 2,098
2005 2,201 0.0 0.0 0.2 0.2 2,201
2006 2,337 0.0 0.0 0.1 0.1 2,337
2007 2,464 0.0 0.0 0.1 0.1 24
2008 2,555 0.0 0.0 0.0 0.0 2,550
2009 2,761 0.0 - 0.0 0.0 0.0 2,761
2010 2,929 0.0 0.0 233 23.3 2,952
2011 3,087 0.0 0.0 174 174 3,104
2012 3,246 0.0 0.0 121 1241 3,258
2013 3,339 0.0 - 0.0 13.2 13.2 3,352
2014 3,545 0.0 0.0 4.6 4.6 3,850
5-yr Average 1,551 0.0 0.0 0.0 0.0 1,551
10-yr Average 1,743 0.0 0.0 0.4 0.4 1,743
16,632 0.0 0.0 15.4 154 16,647

NPV @ 10.14%
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. csp 4 L
INTERIM ALLOWANCE AGREEMENT - Base Case w/ Allowance Sales
 REVENUEREQUREMENTS
($ MILLIONS)
‘ *Eﬁeét of
/ _Interim Allowance Agreement Total
Base Internal | "EXte'r/ri’ai" Consumed |} | Revenue
Level Sales Sales Allowances | | Subtotal Requirement
1995 976 0.0 0.0 0.1 0.1 976
1996 1,009 0.0 ‘0.0 0.2 0.2 1,009
1997 1,051 0.0 0.0 0.1 0.1 1,051
1998 1,094 0.0 0.0 0.1 0.1 1,094
1999 1,133 0.0 0.0 0.1 0.1 1,133
2000 1,214 0.0 0.0 0.1 0.1 1,214
2001 1,269 0.0 0.0 0.1 0.1 1,269
2002 1,326 0.0 0.0 0.1 0.1 1,326
2003 1,388 0.0 0.0 0.1 01 1,388
2004 1,451 0.0 0.0 0.0 0.0 1,451
2005 1,536 0.0 0.0 0.0 0.0 1,536
2006 1,632 0.0 0.0 0.0 0.0 1,632
2ﬁ97 1,738 0.0 0.0 0.0 0.0 1,736
2008 1,810 {4.1) 0.0 0.0 (4.1) 1,806
2009 1,999 0.0 G.Q i 0.0 0’.0' 1,999
2010 2477 0.0 0.0 7.5 7.5 2,185
2011 2,269 0.0 0.0 13.5 13.5 2,283
2012 2,378 0.0 0.0 12.7 1&7 2,381
2013 2,447 0.0 0.0 13.6 13.6 2,461
2014 2,495 0.0 0.0 15.6 15.8 2,511
5-yr Average 1,053 0.0 | O.Q . 0.4 0.1 1,053
10-yr Average 1,191 0.0 0.0 0.4 04 1191 ¢
NPV @ 10.14% 11,568 (1.9) 0.0 1.5 105 ' '_11,5?’9
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| , o ey
INTERIM ALLOWANCE AGREEMENT - Base Case w/ Allowance Sales
REVENUE REQUIREMENTS
($ MILLIONS)
Effect of

Interim Allowance Agreement ’ Total

Base Internal “External | [ Consumed ' Revenue
Level Sales Sales Allowances Subtotal Requirement
1995 1,050 0.0 0.0 0.7 0.7 1,051
1996 1,091 0.0 0.0 1.7 1.7 1,093
1997 1,156 0.0 0.0 0.8 ' 0.8 1,157
1998 1,158 0.0 0.0 0.3 0.3 1,158
1999 1,195 ‘ 0.0 0.0 0.4 0.1 , 1,195
2000 1,267 0.0 0.0 0.0 0.0 4,267
2001 1,312 0.0 0.0 0.0 0.0 1,312
2002 1,368 0.0 0.0 0.0 0.0 - 1,368
2003 1,431 0.0 0.0 0.0 0.0 1,431
2004 - 1,497 0.0 0.0 0.0 0.0 1,497
2005 1,518 0.0 ¢ 0.0 0.0 : 0.0 1,518
2006 1,594 00 0.0 0.0 0.0 1,594

2007 1,672 00 0.0 0.0 0.0 1.
2008 1,721 64) 0.0 0.0 (6.1) 1,721
2009 1,781 0.0 0.0 0.0 00 1,781
2010 1,806 0.0 0.0 04 0.4 1,806
2011 1,860 0.0 0.0 34 34 1,863
2012 1,972 0.0 0.0 3.4 34 ’ 1,975
2013 2,066 0.0 0.0 35 ' 3.5 : 2,070
2014 2,256 0.0 0.0 0.6 0.6 2,257
|5-yr Average 1,130 00 00 0.7 0.7 1,134
|10-yr Average 1,253 - 00 0.0 04 0.4 1,253

NPV @ 10.14% 1536 (1.6) 0.0 49 a3 11,539
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KYPC ,
INTERIM ALLOWANCE AGREEMENT - Base Case w/ Allowance Sales
REVENUE REQUIREMEMTS .
(s MiLLlQNS) ,
Effect of _
: | __ Interim Allowance Agreement Total
Base Internal ! | External [ Consumed | | ' Revenue
Level Sales Sales | Allowances Subtotal Requirement
1995 264 0.0 0.0 0.0 0.0 264
1996 279 0.0 0.0 0.0 0.0 279
1987 293 0.0 0.0 0.0 0.0 283
1998 304 0.0 0.0 0.0 0.0 304
1999 318 0.0 0.0 0.0 0.0 318
2000 349 0.0 0.0 11.6 11.6 361
2001 365 0.0 0.0 10.9" 1 D.Q ' 376
2002 382 0.0 0.0 9.6 9.6 392
2003 401 0.0 0.0 9.1 9.1 410
2004 417 0.0 0.0 8.4 8.4 425
2005 453 0.0 00 7.2 7.2 460
2006 472 0.0 0.0 8.3 6.3 478
2007 495 0.0 0.0 6.1 6.1 501
2008 511 0.0 0.0 12.6 12.6 524
2009 538 0.0 0.0 244 o 241 562
2010 563 0.0 0.0 18.9 18.9 582
2011 604 0.0 0.0 23.6 236 . b28
2012 648 0.0 0.0 24.8 - 248 673
2013 668 0.0 0.0 27.5 27.5 696
2014 689 0.0 0.0 314 3.1 720
S-yr Average 292 0.0 0.0 0.0 0.0 292
10-yr Average 337 0.0 0.0 5.0 5.0 342
NPV @ 10.14% 3,238 0.0 0.0 §0.5 60.5 3,298
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INTERIM ALLOWANCE AGREEMENT - Base Case w/ Allowance Sales
REVENUE REQUIREMENTS
~ ($ MILLIONS)
Effectof
Interim Allowance Agreement Total

Base ‘Internal '] ~ External l Consumed | Revenue
Level Sales ' Sales | Allowances | | Subtotal Requirement
1995 1,518 (21.2) 0.0 0.0 (21.2) 1,487
1996 1,566 (20.1) 0.0 0.0 (20.1) 1,546
1997 1,599 0.0 0.0 0.1 04 1,599
1998 1,647 0.0 0.0 0.1 0.1 1,647
1999 1,683 0.0 0.0 0.1 0.1 1,683
2000 1,803 0.0 (135.9) 0.1 (135.8) 1,667
2004 1,867 0.0 0.0 1.0 1.0 1,868
2002 1,905 0.0 0.0 12.1 121 1,917
2003 1,978 0.0 0.0 13.8 13.8 1,992
2004 2,048 0.0 0.0 17.8 7.9 2,066
2005 2,093 0.0 0.0 - 581 5.4 2,098
2006 2179 0.0 00 ' 0.9 0.9 2,180

2007 2,261 0.0 0.0 ' 0.2 0.2 2,
2008 2,310 (1.5) 0.0 0.0 (1.5) 2%
2009 2,427 {36.9) 0.0 0.0 (36.9) 2,390
2010 2,407 {41.1) 0.0 0.1 (41.0) 2,366
2011 2,603 (57.7) (2.8) 0.0 {60.5) 2,543
2012 2,743 {51.9) - (22.3) 0.0 (74.2)4 , 2,869
2013 2,791 (58.0)  (22.4) 0.1 (80.3) 2,711
2014 3,030 (44.1) (44.0) 0.1 (88.0) 2,942
5-yr Average 1,603 (8.3) 0.0 0.1 (8.2) 1,594
10-yr Average 1,761 (4.4) (13.6) 45 (13.2) 1,748
(89.6) (159.0) 15,916

NPV @ 10.14%

16,075

(905 214
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AEP sYS‘I‘EM .
INTERIM ALLDWANCE AGREEMENT B&se Case w/ Allowance Sales
REVENUE REQUIREMENTS
($ MILLIONS)
Effect of ,
4 _Interim Allawance Agmement Total
Base Internal Extema! ' onsume'_’ 1 . Revenue
Level Sales Sales Allowance Subtotal Requirement
1995 5,247 (21.2) 0.0 0.8 (20.4) 5,227
1996 5,429 (20.1) 0.0 1‘9/ (18.2) 5,411
1997 5,650 0.0 0.0 1.0 1.0 5,651
1998 5,814 0.0 0.0 0.5 0.5 5,815
1999 5,998 0.0 0.0 0.3 0.3 5,998
2000 6,405 0.0 (135.9) 13.4 (122.5) 6,283
2001 6,668 0.0 0.0 131 134 6,681
2002 6,911 0.0 0.0 22.5 22.5 6,934
2003 7,215 0.0 0.0 234 234 7,238
2004 7,511 0.0 0.0 26.6 26.6 7,538
2005 7,801 0.0 0.0 12.5 12.5 7,814
2006 8,214 0.0 0.0 7.3 7.3 8,221
2007 8,628 0.0 0.0 6.4 6.4 8,624
2008 8,913 (11.7) 0.0 1’2.’6 0.9 : 8,914
2009 9,506 (36.9) 0.0 244 {12.8) 9,493
2010 9,882 (41.1) 0.0 50.2 . 9.1 9,891
2011 10,423 (57.7) - (2.8) 57.6 (2.9) 10,420
2012 10,987 (51.9) {22.3) 53.0 (21.2) 10,966
2013 11,311 (58.0) (22.4) 57.9 {22.5) 11,289
2014 12,015 (44.1) {44.0) 52.0 {36.1) 11,979
{5-yr Average 5,628 (8.3) 0.0 0.9 (7.’4/) 5,620
10-yr Average 6,285 (4.1) (13.6) . 104 (7.4) 6,277
NPV @ 10.14% : 59,._048' T - (92.2) (90.5) 113.4 {69.4) ,'58.979
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REVENUE REQUIREMENTS
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 APCO ,
INTERIM ALLOWANCE AGREEMENT - MLR CASE
REVENUE REQUIREMENTS L
' ($ MILLIONS)
" Effectof
Interim Allowance Agreement ~ Total
Base internal “External | [Consumed| [ ‘ Revenue
, Level : Sales _Sales | |Allowances| | Subtotal | | Requirement
1995 1,439 0.0 0.0 0.0 0.0 1,439
1996 1,484 0.0 0.0 0.0 0.0 1,484
1997 1,551 0.0 0.0 0.0 0.0 1,551
1998 1,811 0.0 0.0 0.0 0.0 1,611
1999 1,669 0.0 0.0 0.0 0.0 1,669
2000 1,772 (6.4) (31.0) 11.6 (25.8) 1,746
2001 1,855 (6.8) 0.0 8.6 1.8 1,857
2002 1,930 (4.9) 0.0 5.6 0.7 1,931
2003 2,017 (4.9) 0.0 3.6 (1.3) 2,016
2004 2,098 (6.0) 0.0 2.2 (3.8) 2,094
2005 2,201 (2.6) 0.0 1.2 (1.4) 2,200
2006 2,337 0.0 0.0 0.6 0.6 2,338
2007 2,464 0.0 0.0 1.5 1.5 2,466
2008 2,555 0.0 0.0 9.0 9.0 2,564
2009 2,761 0.0 0.0 22.9 22.9 2,784
2010 2,929 0.0 0.0 239 238 2,953
2011 3,087 0.0 (0.8) 17.9 174 3,104
2012 3,246 0.0 - (8.0) 16.4 10.4 3,256
2013 3,339 0.0 (5.9) 18.4 125 3,352
2014 3,545 0.0 (11.9) 18.7 6.8 3,552
5-yr Average 14,551 0.0 0.0 0.0 0.0 1,551
10-yr Average 1,743 (2.9) (3.1) 3.2 (2.8) 1,740
NPV @ 10.14% 16,632 (14.5) (21.2) 416 58 16,638
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 REVENUE REQUIREMENTS
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Effect of

lnter:m Allawanc”e A mement Total
Base Tnternal | [ External ! Consumed | [ Revenue
Level Sales Sales | | Allowances| | Subtotal Requirement
1995 976 (3.5) 0.0 0.0 (3.5) 973
1996 1,009 0.0 0.0 01 0.1 1,009
1997 1,051 (1.5) 0.0 0.1 (1.4) 1,050
1998 1,094 (1.7) 0.0 0.1 (1.6) 1,092
1999 1,133 (1.1) 0.0 0.0 (1.1) 1,132
2000 1,214 (2.1) (23 3) 0.0 (25.4) 1,189
2001 1,269 (0.4) 0.0 0.0 (0.4) 1,269
2002 1,326 0.0 0.0 1.3 1.3 1,327
2003 1,388 0.0 0.0 2.3 2.3 1,390
2004 1,451 0.0 0.0 31 3.1 1,454
2005 1,536 0.0 0.0 3.7 3.7 1,540
2006 1,632 0.0 : 0.0 4.8 48 1,637
2007 1,736 0.0 0.0 6.6 6.6 1,743
2008 1,810 0.0 0.0 9.5 9.5 1,820
2009 1,999 0.0 0.0 14.7 14.7 2,014
2010 2477 0.0 0.0 15.5 155 2,193
2011 2,269 0.0 (0.4) 15.0 14.6 2,284
2012 2,378 0.0 (2.9) 15,0 121 2,390
2013 2,447 0.0 (29) 16.2 13.3 2,460
2014 2,495 0.0 520 22.9 17.7 2,513
5-yr Average 1,053 (1.6) : 0.0 0.1 (1.5) 1,051
10-yr Average 1,191 (1.0) (2.3) 0.7 (27 1,188
NPV @ 10.14% 11,568 (7.5) (14.9) 28.3 5.9 41,574
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&M ,
NTEREM ALLOWANGE AGREEMENT - MLR QASE,, ,
REVENUE REQUIREMENTS ’
{$ MILLIONS)
" Effect of |
Interim AlioWanc:e Ag reement , e Tatai
Base ‘Interhal ‘ : ,' Consumed' [ - Revenue

Level Sales | Allowances |_Subtotal | | Requirement |

1995 1,050 0.0 0.0 34 3.4 1,053
1996 1,091 0.0 0.0 4.0 4.0 1,095
1997 1,156 0.0 0.0 4.8 4.8 1,161
1998 1,158 0.0 0.0 5.1 5.1 1,163
1999 1,195 0.0 0.0 5.4 5.4 1,200
2000 1,267 (3.9) (17.5) 6.4 (15.0) 1,252
2001 1,312 (4.4) 0.0 4.7 0.3 1,312
2002 1,368 (3.8) 0.0 3.2 (0.6) 1,367
2003 1,431 (4.7) 0.0 2.2 (2.8) 1,429
2004 1,497 (6.2) 0.0 14 (4.8) 1,492
2005 1,518 (6.0) 0.0 0.8 (5.2) 1,513
2006 1,594 (7.6) 0.0 0.4 (7.2) 1,587
2007 1,672 (9.1) 0.0 0.2 (8.9) 1,663
2008 1,727 (9.1) 0.0 3.3 (5.8) 1,721
2009 1,781 (4.1) 0.0 46 0.5 1,782
2010 1,806 (1.0) 0.0 58 4.8 1,811
2011 1,860 0.0 (0.5) 4.3 3.8 1,864
2012 1,972 0.0 (3.8) 6.3 2.5 1,975
2013 2,066 0.0 (3.7) 74 3.4 2,069
2014 2,256 0.0 (7.3) 8.6 1.3 2,257
|5-yr Average 1,430 0.0 0.0 45 45 1,135
10-yr Average 1,253 (2.3) 1.8) 41 0.0 1,253
NPV @ 10.14% 11,536 (21.4) - (12.2) 33.6 0.3 41,536
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: KYPC
lNTERiM ALLOWANCE AGREEMENT MLR CASE
REVENU& REQUIREMENTS
($ MILLIONS)
; . Effect of
. Interim A!Iawance A reement : Total
Base TInternal ‘ Consumed 1| Revenue
Level Sales Allowances _Subtotal | Requirement
1995 264 0.0 0.0 0.0 264
1996 279 0.0 0.0 0.0 279
1987 293 0.0 0.0 0.0 293
1998 304 0.0 0.0 0.0 304
4999 318 0.0 . 0.0 0.0 318
2000 349 0.0 {4.8) 9.6 4.8 354
2001 365 0.0 0.0 7.6 7.8 373
2002 382 0.0 0.0 6.2 6.2 388
2003 401 0.0 0.0 6.4 6.4 407
2004 417 0.0 0.0 7.2 7.2 424 :
2005 453 00 00 104 104 463
2006 a12 0.0 0.0 138 136 486
2007 495 0.0 : 0.0 : 15.7 o 15.7 511
2008 511 0.0 0.0 184 18.4 529
2009 538 0.0 6o 21.3 21.3 559
2010 563 00 0.0 236 236 587
- 2011 604 0.0 (0.1) 24.3 24.2 628
2012 648 0.0 ' (0.7) 254 24.7 673
2013 668 0.0 {0.6) 284 215 696
2014 689 : 0.0 : {1.0) ’ 325 315 721
5-yr Average 292 0.0 0.0 00 0.0 292
10-yr Average 337 0.0 {0.5) 3.7 3.2 340
NPV @ 10.14% 3,238 0.0 (3.4) 63.0 60.0 3,298

T T oA
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| | oo ,,
INTERIM ALLOWANCE AGREEMENT - MLR CASE
REVENUE REQUIREMENTS | -
($ MILLIONS)
éﬁemof , i
_Interim V'AIIowancje‘Agreemgnt o Total
Base Internal External | [Consumed] [ Revenue
Level Sales || Sales | |Allowances| | Subtotal | | Requirement
1995 1,518 (17.0) 0.0 00 - (11.0) 1,501
1996 1,566 (29.5) 0.0 0.0  (29.5) 1,537
1997 1,599 (13.7) 00 0.2 (13.5) 1,586
1998 1,647 (13.2) 0.0 0.2  (13.0) 1,634
1999 1,683 (16.3) pp 0.3  (18.0) 1,667
2000 1,803 0.0 (33.3) 8.1 (25.2) 1,778
2001 1,867 0.0 0.0 11.2 1.2 1,878
2002 1,905 0.0 0.0 84 8.4 1,913
2003 1,978 0.0 0.0 6.1 6.1 1,984
2004 2,048 0.0 0.0 55 o 2,054
2005 2,093 (5.7) 00 24 3y 2,090
2006 2,179 (10.0) 0.0 1.4 - (8.8) 2,170
2007 2,261 (13.4) 0.0 1.2 . (12.2) 2,249
2008 2,310 - {13.5) 0.0 : 8.2 (5.3) 2,305
2009 2,427 (38.8) 0.0 57 (33.4) 2,394
2010 2,407 - (43.4) 00 , 49  (385) 2,369
2011 2,603 - (59.3) (0.8) 04  (59.1) 2,543
2012 2,743 (66.1)  (58) 00 1.7 2671
2013 2,791 (73.8) (5.6) 0.2 - (79.2) 2,712
2014 3,030 (77.8) 10 0.1 887y 2,941
5.yr Average 1,603 (17.9) 0.0 01 (17.8) 1,585
10-yr Average 1,761 (9.0) (3.3) 4.0 (8.3) 1,753
NPV @ 10.14% 16,076  (146.0) (22.3) 255 (142.8) 15,932
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INT&'R!M ALLQWAMCE AGREEMENT - MLR CASE ,,
REVENUE REQUiREMENTS
($ MILLIONS)
" Effect of
lntenm Auowance Ag raemant ’ Total
Basg : tﬁtemal,,y | ’ Extamal Consumed l ' : Revenue
Level Sales __sales | |Allowances| | subtotal | Requirement
1995 5,247 (20.5) 0.0 34 (17.1) 5,230
1996 5,429  (29.5) . 0.0 4.1 (25.4) : 5,404
1397 5,650 (15.2) 0.0 5.1 : (10.1) 5,640
1998 - 5,814 (14.9) 0.0 5.4 (9.5) 5,805
1998 5,998 o 7«.4)’ 0.0 8.7 (11.7) 5,986
2000 6,405 (12.4) - (109.9) . 357 (86.6) 6,318
2001 6,668 (11.6) 0.0 324 20.5 6,689
2002 6,911 {8.7) : 0.0 24.7 16.0 6,927
2003 7,215 (9.6) 0.0 20.6 11.0 ' 7,226
2004 : 7,511 - {12.2) 0.0 19.4 7.2 7,518
2005 7,801 (14.3) 00 185 4.2 7,805
2006 8,214 - {17.8) - 0.0 20.8 3.2 8,217
2007 8,628 (22.5) 0.0 25.2 2.7 8,631
2008 8,913 (22.6) 0.0 48.4 25.8 8,933
2009 9,506 {42.9) 0.0 69.2 - 26.3 ; 9,532
2010 ..9,882 (44.4) 0.0 73.7 29.3 9911
2011 10,423 (59.3) (2.6) 619 0.0 10,423
2012 10,987 {66.1) (19.0) 631 (22.0) 10,965
2013 11,311 - {73.8) (18.7) 70.0 (22.5) 11,289
2014 12,015 (77.8)  (36.4) 828 (31.4) 11,984
5-yr Average 5,628 (19.5) 0.0 47 (14.8) 5,613
10-yr Average 6,285 (15.2) - (1.0) 56 (10) 6,274 |
NPV @ 10.14% 59,04& (189.1) {(73.7) 1924 (70.7) 58,977
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UNITED STATES OF AMERICA ;
FEDERAL ENERGY REGULATORY COMMISSION

American Electric Power Service Corporation  Docket No. ER96-_____-000

_ NOTICE OF FILING
(date) |

Take notice that on (date), American Electric Power Service Corporation, on behalf of
Appalachian Power Company, Columbus Southern Power Company, Indiana Michigan Power
Company, Kentucky Power Company, and Ohio Power Company, (the AEP Cmmpames) tendered
for filing an amendment to the AEP System Interim Allowancc Agreement. The purpose of the

amendment to the Agreement is to establish the aJloc:auon of costs and revenues related to the

sale or purchase of allowances to or from non- afﬁlxated companies.

November14; 2013 Informal Conference Data Request
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The AEP Compames request an effectWe date of September 1, 1996 but the Amendment '

relates back to the effecnve date of the Agrcement

Copies have been served upon the state regulatory commissions m Indiana, Kentucky,
Michigan, Ohio, Tennessee Virginia and West Virginia. ,

Any person desmng to be heard or to protest said ﬁlmg should file a motion to mtervene'

or protest with the Federal Energy Regulatory Commission, 888 First Street, 1A, Washington,

D.C. 20426, in accorciance with Rules 211 and 214 cf the Comﬁussmn 5 Ruies of Practxce and

Procedure (18 CFR 384.211 and 18 CFR 385.214). All such motions or protests should be filed
on or before . Protests will be considered by the Commission in determining

the appropriate action to be mken, but will not serve to make protestant parties to the proceeding.

Any person wishing to become a party must file a motion to intervene. Copies of this filing are

on file with the Commission and are available for public inspection,

Lois D,,”,Cashell, Séc;miary, /
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