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USINESS AFFI N AN 

My name is Lisa M. Barton. I ani employed by American Electric Power Seivice 

Coi-poration (AEPSC), one of several subsidiaries of American Electric Power 

Company, Inc. (AEP). My business address is ‘700 Moi-rison Road, Galiaiuia, OH 

43230-6642. I am currently Senior Vice President Transmission Strategy and 

Business Developiiieiit for AEPSC, and I ani an officer o f  several AEP affiliates. 

IS 

Yes, I previously filed pre-filed Direct Testiiiiony and exhibits filed on February 

4,201 1. 

ca 

Tlie puiyose o f  my testimony is to address issues raised by the Commission in its 

order on June 10, 201 1 in tlGs case. I will address tlie impact that recent 

Meinorandunis of Understanding (MOTJ) between AEP, Pioneer Traiisinission 

LLC (Pioneer) and the Teimessee Valley Autliority (TVA) will have on AEP 

ICentucky Transmission Company (ICY Transco). 
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TVA mid AEP lime entered into a iion-binding MOU to undertake transmission 

planning studies to identify beneficial transmission eidiaiicements along the 

interface of the PJM Iiitercoimection (PJM) aiid the TVA transmission system. 

These studies are performed routinely by companies for needed eidiaiiceiiients 

within tlieir individual systems and are routinely performed by RTO’s within the 

RTO’s larger system. AEP aiid TVA’s respective system abut in Kentucky. The 

purpose of this study is to identify possible transmission eilhaiceiiients between 

tlie PJM aiid TVA systems wliicli will benefit both regions. By loolung at tlie 

coiiibiiied systeins, the companies iriteiid to ascertain wlietlier there are synergetic 

transmission solutions that should be pmsued. At this time, no specific projects 

have been identified for construction. 

AT IS B SIE 

The study set forth in the MOU was limited to ideiitifyiiig transmission 

eidiancemeiits to the TVA trammission system and its interface with PJM. The 

MOU only reflects the shared intent to jointly study regional traiisniissioii needs. 

Because a specific project has not been identified there is no need for tlie 

Coiiiiiiissioii to act. If at some later point in time, tlie parties were to deteiiiiine 

that a line or investment was necessary, RTO approval of the project by PJM, 

along with an application to the Coiiimission to site the line, would be pursued by 

the entity tliat would be building the project. Because there are no specific 
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projects deteimiiied as being recommended €or construction, it has iiot bee11 

deteiiiiiiied wliicli AEP entity, if' any, would own tlie future facilities. Regardless 

of tlie entity that ultimately constructs the project, there is no direct impact on 

either KPCo or KY Traiisco. 

The MOU does iiot impact KPCo or KY Transco. As stated in my direct 

testimoiiy, the intent of KY Traiisco is to coiistruct transmission projects tliat 

KPCo would have otherwise constructed within I<PCo's service territory. Under 

cui-reiit PJM plaimiiig protocols, projects can be proposed by traiisrnissioii 

companies for coiisideratioii by the RTO. 

Y A PROJECT A§ 

Because no specific prqject has been identified it is premature to luiow with 

certainty wliicli entity would be respoiisible for building tlie line. Based on our 

understanding of' current Kentucky law, if a new entity were formed to coiistruct 

the line, it would need to be before this Coiimission to secure public utility status. 

If tlie line were to be built by KPCo, ICY Traiisco or a new public utility, the 

entity would also need to secure siting approval for tlie line, in the same maimer 

tliat KPCo does today. 

C? 

Pioneer (Pioneer LLC) is a joint venture between Dulte Energy and AEP. It is a 

liiiiited liability coiiipany that is jointly owiied between AEP and DUKE wliicli 
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has proposed to develop a 240-mile 7651tV line from Rockport station, near 

Evansville, IN to Greentown station, near Kolcoiiio, IN. Prior to constructing the 

line, i) PJM will need to deteiiiiiiie that the project is needed to meet regional 

reliability aiid system needs aiid ii) Pioneer will seek certification to be a public 

utility in the state of Indiana. 

TVA, AEP aiid Duke have engaged in traiisiiiissioii plamiiiig studies between the 

AEP 7651tV system in Indiana and tlie TVA system. These studies have 

deliionstrated that there would be significant reliability benefits associated with 

this project. The MOU between Pioneer and TVA reflects intent by the parties to 

jointly develop transmission facilities that would be located along tlie TVA 

electrical traiisiiiissioii interface. The referenced project is a 55-mile 765-kilovolt 

(kV) extra-high traiisiiiissioii line coimectiiig AEP’s Roc1cpo1-t station, located east 

of Evansville, IN, with TVA’s Paradise Fossil Plant in Drakesboro, ICY. The 

proposed project would also iiiclude the construction of a new 7651cV substation 

at the Paradise Fossil Plant. 

AT IS NEE 

Prior to begiiviiiig coiistructioii 011 this line, Pioneer would need i) PJM to 

deteiiiiiiie that the project is needed to meet regional traiisiiiissioii reliability and 

system needs; ii) Pioneer would need to seek certification by this Coiiunissioii to 

become a public utility in the state; and iii) Pioneer would need to secure this 

Commission’s approval to site the line. 
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The MOU between Pioneer aiid TVA was signed to develop a specific 

transmission project in ICentuclcy aiid Indiana coiiiiectiiig AEP’s Roclcport Station 

to TVA’s Paradise Fossil Plant. At this time it is contemplated that all related 

facilities would be owned by Pioneer and TVA. The project is not anticipated lo 

have ownersliip by either by IQCo or ICY Transco. 

ENTAL TEST1 ? 

Yes. 



AFFIDAVIT 

Lisa M. Barton, upon first being duly sworn, hereby makes oath that if the foregoing 
questions were propounded to her at a hearing before the Public Service Commission of 
Kentucky, she would give the answers recorded following each of said questions and that 
said answers are true. 

State of Ohio ) 

County of Franklin ) 
) Case No. 201 1-00042 

Subscribed and sworn to before me, a Notary Public, by Lisa M. Barton this [S’ .‘ 
dayof dch.~a 201 1. 

ROBIN S. SMITH 
NOTARY PUBLIC 

IN AND FOR THE STATE OF OHtO 
MY COMMISSION EXPIRES 

NOVEMBER 2,2013 
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1 EASE STATE U SINESS A SS. 

2 A. My iiame is Gregory G. Padey. My position is President a i d  Chief Operating 

.3 Officer, K-eiitucky Power Company (Kentucky Power, ICPCo or Company). My ? 

4 business address is 10 1 A Enterprise Drive, Fraikfoi-t, Keiihcky 40602. 

6 USINESS EXPE 

7 A. I received a Bachelors degree from Hardiiig University in May 1973. I also 

8 graduated from managemerit development programs at The Ohio State University 

9 

10 

and Virginia Polyteclmic Institute and State University. I cui-reiitly serve as 

President and COO of Kentucky Power (2010). From 2006-10 I was Director - 

11 Public Policy for AEP worluiig on policy issues iiiipacting the utility iiidustry on a 

12 iiatioiial level. Prior to that I served as Kentucky Power’s 

13 Goveri~nental/Enviroi~ii~iital Affairs iiiaiiager from 200 1-2006. I have also held 

14 positions at other AEP operating units in coiiuiiunity affairs, manager of 

15 distribution services, huiiiaii resoiirces aiid accounting at various operations aiid 

16 geiieratioii facilities. 
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I ani responsible for tlie safe, efficient and profitable operation of Kentucky 

Power; oversight of customer services, coiivnuiiity affairs and economic 

development activities; guiding public policies in the legislative, regulatory and 

administrative arenas; and administering all phases of tlie business. 

USLY TESTIFIE IS c 

No. 

111. 

AT IS THE IS 

I am testifying on behalf of KPCo to address some of tlie coiiceiiis presented in 

the Commission’s order dated June 10, 20 1 1. I recognize that this proceeding 

involves an application by KY Traiisco and not ICPCo, but I believe it is impoi-taiit 

that tlie Coiiiiiiissioii and parties hear from a ICeiitucky Power official as tlie 

statements referred to by tlie Coiimission used KPCo as an example. I will 

discuss: 

e Media articles that discuss statements made by AEP officials regarding 

AEP’s consideration of the “monetizing” of assets, for example, KPCo; 

and 

What impact should tlie possibility of a sale of Keiitucky Power assets 

have on ICY Traiisco’s pending application to be granted public utility 

e 

status wi tliiii tlie Commonweal tli. 
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CAN 

MI-. Morris, in liis speech at tlie Sanford Benistein’s Strategic Decisions 

Conference in New York City was explaining that AEP coiitiiiually evaluates tlie 

eiiiiiigs history of all of its assets. (A brief repoi-t of Mr. Morris’ speech 

appeared at pages 4, 6, and 7 of the Julie 6, 20 1 1 edition of Electric Utdity Week. 

A copy of the article is attached to my testiiiioiiy as Exhibit GGP-1.) That 

evaluation iiicludes allocatioii of future capital dollars based upon current 

eariiiiigs in order to iiiaxiiiiize our iiivestiiients. Mr. Morris used I<entucly Power 

Conipaiiy as ail example of ai asset that has liad a recent history of under earning 

but based upon proposed Eiiviroiuneiital Protection Agency (EPA) rules to 

coiiiply with various eiiviroiuiieiital issues needs large capital dollar iiivestineiits 

to coniply. This type of evaluation is coiiiiiion and is done for many of our assets. 

It is an on-going internal process in wliich all siiccessful busiiiesses must engage. 

TA ARTICLES 

Yes. There was an article on Bloomberg.com on Julie 13, 2011 in wliich Nick 

Altins, President AEP addressed the conmielits made by Mr. Morris. Also a 

follow-up article is shown on snl.coiii in which Pat Hemlepp, spoltesmaii for AEP 

clarifies coiiuiieiits presented in the Rlooiiiberg article, specifically that Kentticlty 

http://Bloomberg.com
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Power Conipaiiy is not “on tlie auction block.” 

attached to my testimony as Exhibits GGP-2 and GGP-3, respectively.) 

(Copies of the articles are 

ENTS BY AE 

S? 

As I indicated above, aiid as it has in the past, AEP regularly evaluates the status 

of its assets, as well as where it may best deploy its limited capital resources, so as 

to best serve the needs of its subsidiaries, customers and AEP’s shareholders. 

Second, Keiitucky Power is moving forward as a viable and productive asset of 

M P .  The 20 10 rate adjustment allowed Kentucky Power to address coiiceiiis 

with its fiiiaiicial metrics, while providing badly needed revenue to improve 

distribution system reliability. For example, as previously repoi-ted to tlie 

Commission, Kentucky Power actually spent slightly inore on distribution system 

vegetation management in the second half of 20 1 0 thaii required under tlie 

Coiniiiission’s order. Iii addition, Keiitucly Power intends to avail itself, when 

appropriate, of all statutory meillis iiicludiiig the eiiviroimeiital surcharge aid 

general rate adjustments, to eiisure timely expense recovery, as well as recovery 

of and on its invested capital. Third, AEP, like iiiaiiy other investor owned 

utilities, is codroiited with major decisions that impact operations, shareholders 

and our coiisuiiiers. These issues are local as well as iiatioiial aiid impact tlie lives 

of many people. Many of these issues center around tlie same coiiceriis voiced by 

I<entucl<y state and federal elected officials regarding the proposed Enviroi~~iiental 

Protection Agency ambient air quality standards. Finally, in liglit of the projected 

cost of coiiiplyiiig with the proposed standards, as well as other deiiiaiids, it is 
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even more essential tliat AEP aiid Kentucky Power evaluate, as part of a i  ongoing 

process, tlie changing ecoiioinic and regulatory enviromnent, and tlie iinpact of 

such cliaiiges. Thus, wliile tlie financial demands 011 Keiitucly Power aiid its 

customers iiiay be iiicreasing substantially in tlie fiiture, tlie coiiuiieiits reflect tlie 

process tliat AEP aiid Keiitucky Power liave long employed. 

AS AEP MA E 

No. As I said earlier, AEP regularly evaluates tlie perforinaiice o€ its assets aiid 

considers whether it inay wait to sell aiiy of those assets. Kentucky Power, aloiig 

with otlier assets, is part of that evaluation process. 

No. It is iinpoi$aiit that AEP regularly evaluate the perforinaiice of all its assets 

for tlie beiiefit of its customers and stalteliolders. 

The terins “regulatory agencies” aiid regulators were imprecise. A iiiore coiiiplete 

descriptio11 of tlie short liaiid eiiiployed would have been all stalteliolders to tlie 

regulatory process. As tlie Coiiiiiiissioii and tlie parties to this proceeding are well 

aware, ICentucky Power long has made, aiid coiitiiiues to malte, a concei-ted effort 
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to lteep all stalceliolders apprised of developiiieiits. For exainple, ICeiituclcy Power 

regularly selves the Attoriiey Geiieral aiid Keiituclcy Iiidustrial Utility Customers, 

Inc., with copies of regulatory iiliiigs even wlieii they are iiot foriiial pai-ties to 

cases. I<eiituclcy Power in accordance with tlie Coiiiiiiission’s regulations also 

requests infoiiiial coiiferences to iiialte presentations regarding regulatory and 

busiiiess developments. Again, sucli requests are served on all pai-ties to aiiy 

oiigoiiig proceeding, aiid typically to the Attoriiey Geiieral and ICeiitucky 

Industrial Utility Customers, Iiic. even wlieii they are not parties. Tliere has not 

been, aiid will iiot be, aiiy prohibited ex porte coiitact betweeii ICeiitucky Power or 

AEP and tlie Coiiiinissioii. 

AT WAS PNTEN BY THE PHRASE: 66 99 ? 

A. Only that, in additioii to tlie presentations described above, I<eiituclcy Power 

eiideavors tlu-ough its foiiiial regulatory filings to “iiialte its case”. It is tlie 

practice of Kentucky Power Coiiipaiiy to work with tlie Coiiuiiissioii aiid all 

parties to collectively work toward the mutual benefit of tlie Coiimioiiwealtli. 

A. No. We regularly look at iiiiproviiig the reliability of our transmission aiid 

distributioii grid aiid authorizing tlie ICY Traiisco to own and construct 

traiisniission facilities to serve 1.eiituclcy Power’s customers will provide a 

fiiiaiicial benefit to tlie retail customers, iiivestors aiid sliareliolders in tlie long 

rl.111. 
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A. Please allow me to coiiuiieiit on tlie predicate to tlie question before addressing 

the question. ICY Transco will coiistruct transmission projects that would have 

been built by IQCo in tlie absence of I<Y Transco. These iiiclude projects that 

are extensions of Kentucky Power’s systeiii, projects ordered by PJM, and limited 

upgrades and replacements to IQCo’s existing transmission facilities. The 

transmission system in Kentucky, iiicludiiig that now owned by I<eiitucky Power, 

as well as assets to be constructed by ICY Traiisco, serve tlie needs iiot only of 

coiisuiiiers within tlie Commoiiwealtli of I<entucky, but also coiisuiiiers of power 

throughout the PJM system. Thus, it is important to keep in milid that it is iiot 

completely accurate to describe transiiiission assets, whether owned by ICPCo or 

ICY Transco, as “iieeded to serve ICeiitucky Power cListoiiiers.’y 

22 c 
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Yes, it is appropriate that ICY Traiisco be autliorized to own aiid construct 

traiisinissioii assets that otherwise would be built by IQCo in tlie absence of ICY 

Transco. As I believe tlie previously filed testimony of Ms. Barton, Mr. Boteler, 

aiid Mr, Wolmlias iiialte clear, KY Transco is a means of finalicing iiecessary 

traiisiiiissioii facilities at what KY Traiisco aiid Kentucky Power believe 

ultiiiiately will be a lower cost to Kentucky Power’s customers. Those savings 

will exist wlietlier Kenhicky Power and ICY Traiisco are under coimioii 

ownerslip or not aiid result fi-om the factors described at pages 3-7 of tlie 

testimony o€ Witness Jerald R. Boteler, Jr. Moreover, in tlie event Kentucky 

Power and K Y Traiisco are no longer uiider coiizliioii owiersliip, tlie traiisinission 

facilities to be owned aiid built by Kentucky Traiisco will reiiiaiii available to 

provide service to coiisuiners witliiii the Coimnonwealth aiid the PJM system. 

Finally, in tlie event AEP were to seek authority from this Coiixnission to divest 

Keiitucky Power, tlie C o ~ ~ ~ i i i s s i o ~ i  will have an oppoi-tunity io weigli the effect of 

sucli a traiisactioii on I<entucky Power’s customers and ICY Traiisco, as well as 

wlietlier the transaction complied with tlie laws of tlie Coiimionwealtli. 
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Yes. As I previously described, KY Transco will own assets that otherwise would 

be built by I<entucl<y Power aiid that are needed to serve tlie needs of not only 

KPCo customers, but of consumers tluoughout the Coiimionwealtli and tlie PJM 

system. Second, if KY Traisco is accorded utility status, the Coinmission will 

enjoy regulatory authority with respect to KY Transco it would not otlieiwise 

have over a lion-utility. For example, Iu iS  278.020(5), ICRS 278.020(6) aiid KRS 

278.21 8 are applicable to assets owned by utilities over wliicli the Coniiiiission 

exercises jurisdiction. A non-utility would not appear to be subject to tlie 

Commission’s .jurisdiction with respect to those provisions. Equally iniportaiit, to 

tlie extent KY Transco is able to exercise eminent domain; it will be able to 

construct traiisiiiission facilities without the delay and added expense that could 

be borne in tlie absence of such authority. 

ES Y? 

Yes. 



AFFIDAVIT 

Gregory G. Pauley. upon being first duly sworn, hereby makes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Service Commission of 
Kentucky, he would give the answers recorded following each of said questions and that 
said answers are true. 

Coimionwealth of Kentucky ) 

County of Franklin ) 
) Case No. 20 I 1-00042 

Sworn before me and subscribed in my presence by Gregory G. Pauley, this the 
/yAday of June, 201 1. 

My Commission Expire 
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ELECTRIC UTILITY WEEK JUNE 6, 2011 

The coinpanics are still inyestigating wliether the acquisition 
T ~ I  r e q d e  approval of states otlier than Vuxnoiit. n r P S  has small 
holdings in Connecticut, Maine, New I k n p s l ~ e  and New York. 
These include Cninority interests in MiIlstone-3, a Connecticut 
nuclear plant, and W p a n - 4 ,  a Maine oil-fired plant. 

would whi regulatory approval. The key agency is tlie PSB, ReilIy 
obsaved. Susan I-ludson, PSB de&, said that the board cannot 
determine the spedfic criteria it u+ll use to evaluate the deal until 
it sees CVPS‘ petition, The utility has yet to set a date for tlie filing. 

Vamont Governor Peter Sliumlin, a Democrat, said tha t  his 
administcation would examine the deal carefully. “I11 a utility 
acquisition such as this, it- is critical that the transaction serve 
the best interests of Vermont‘s iatepayers and job cieators,” 

H e  added that “while CVPSs boad has cited benefits of 
rei-abed management and control, I will examine this transac- 
tion for strong value to the customers in furtherance of our 
state’s priorities. I will also insist on a continuation of -Uie 
extraordinary corporate ethic rue =ped here in Vamont (‘ 

acquisition of Greeu h4ountain Poor‘m, Veimont’s second-laigest 
utility. The PSB approved t h  $187 inillion deal in 2007, after 10 
months of review. Because t h i s  is tlle second sudi deal to come 
befool e the board, approval could go more qwcldy, Reilly said. 

Eugland iiiclude the April 30 announcement by Nova Scotia- 
based Emera that it plans to buj7 494.11 of Boston-based wind 
developex FLrst Wind, through a partnership with Algonquin 
Power and Utilities, which is based in Ontario. Lu Maine, Emera 
oi~i is  Maine Fublic Secvice and Bangor Hydro-ElecLric. 

Liberty Energy Utilities, a regulated subsidiarg of Canada’s 
Algonquiii Power & Utilities, late last ’peat announced plans to 
acquire two New Iiarnpshire utitities from National Grid for 
$285 million: Granite State Electric and EnergyNorth. 

Fortis and CWS both wp~.ssed confidence that the acquisition 

Reilly said that the deal is simiIar in many ways to Gaz Metro‘s 

0 t h  recent moves by Canadian energy company into New 

Profits improving under alteinative regtilation plan 
CVPS 2010 net iucoine of $20.86 million was up only 2.3% 

Jkoin 2009 but was the  highest suice the record $2.3.4 million in 
2004, and was the sixth stiaiglit annual increase. 1;irst.quarter 
net soared 102.7% to $8.3 million, rellecting the 7.46% rate 
hike effective January 1. Firiauces have benefitted &om tlie 
thee-year alterzlative regulation phul the Psi3 appIoved in 2008. 

T i i  July 201.0 CVPS fled for approval of a modilied plaii f o x  
tlie three years 2011-13 (PSB Docket 7336). 

CVPS debt is rated only by Moodj7’s Investors Service, w l k h  
May 31 aff3rmed ratings with a stable outlook. After the compa- 
ny unsuccesshlly sought an upgrade to iiivestmeiit grade from 
Standard & Poor’s Ratings for a few years, it tumed to Moody‘s, 
which December 9, 2009, assigned the utility a 6aa3 issuer rar- 
ing, the lowest bivestnient grade. 

The next day, S&P withdrew its ratings at  the couipany‘s request. 
It had had a B& corporate c i d t  rating on CVPS (S&P’s highest 
specthtive grade) since the June 10, 2005, downgrade &om BBB-. S&P 
and Platts are units of The AkGlaw-Kill Coinpanies. 

CVPS had benefitted from iinpioving relations with the PSB 
and ratepayer advocate Department of PubJic Service, as shown 
by the thee-year alternative regulation plan approved in 2006, 
which improved certahty and timeliness OF cost recoveiy, 
Moody’s said at  that time. 

S&P kept: its outlook stable on Fortis (issuer rating A-). 
“Alfl~ougli this is Fortis‘ first foiay into the US, tlie acquisition 

is consistent with SW‘s understanding of management’s gmwtli 
strategy and track record of i i a n c h g  acquisitions with botiglit 
deals. We believe tlie acquisition provides modest regulatory 
and geographical divexsificatioii benefits to tlie conipany’s exist- 
ing portfolio of regulated utilities,” said Associate Director Gaviu 
MacFarlane and Dlrector Nicole Martin, in roronto, 

“CVPS will account for about 7% of Fortis’s assets post- 
acquisition aiid prov-lde an approximately proportional cootd- 
bution to Foitis’s earnings,” they said. 

Fil-ch Ratings withdrew ratings on CVPS December 6, 2006. 
Moody‘s cited the suppoi th  Vaniout regulatov and politi- 

cat enviroiment and strong CVPS credit meairs which are 
expected to ~7eal;ai in the intetmediate teim, and weak liquid- 
ity and uncertahty as to the state acquisition approval process. 

”Although a definitive financing sfiategy has yet to  be artic- 
ulated, our rating afbmation a.ssumes that CVPS’s leverage and 
dividend policies will not will not be adversely impacted by the 
proposed acquisition,” added Analyst Ryan Wobbrocl~. Moody’s 
also assumed that the utility‘s primary credit facility would be 
renewed by its expiration hi Novecnber. 

CVPS. Fortis has ai1 established, rxdit-friendly acquisition track 
record [and] brings scale and scope to CVPS, which should help 
witli capital investment allocation, operating cost reductions and 
accesshg capital rnarl&s,” he continued. “In prior acquisitions of 
re,dated utilities in Canada, Fortis I n s  been successful in esfablisli- 
iug and maintaining positive relationsl~ips with utiity regulators.” 

“Prospectively, Moody‘s views Fortis as a uet credit betiefit for 

GYPS has two deals awaiting PSB approv21 
Meanwhile, CVPS has iw0 deals awaiting PSB approval. It 

ageed in April of last year to buy the generation, transmission 
and distiibution assets of Vermont A4arble, at a prlce of $28.3 
million for t he  Four 1iyd.Lopower plaiils and $1 million fox the 
T&D assets. Last October it ageed to buy the 319-customer 
Readsbolo Electric Departinent foi $400,000. 

Tlie compauy expects PSB rulings ui both cases by the end 
of the secoud quater, it said in the Ql Form 10-Q fiied with ibe 
Securities aiid ExcJlange Commission. 

- P m l  Crulserz, Lisa Wood 
--=--I 

American Electric I1ovm may consider selling some undec- 
performing assets, including subsidiaries tha t  f3il to eain a rea- 
sonable retuin on investments, Mirhael Monis, the company‘s 

(contiiiried 011 page 6) 
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sion regarding license renewal, tile staff will supplemerit the SER, 
as necessary, consldering any relevant new Infomation from the 
seismic studies, operating experience” and annual updates of the 
license renewal application, the NRC said. Development of a draft 
license renewal environmental impact statement “lias been put on 
hold” pending additionat Infomiation ‘Wat may have an impact on it,” 
Driclcs added. An NRC licensing board is reviewing four contentions 
filed I n  opposition io license renewal by long-time plant opponents 
San Luis Obispo Mothers for Peace. R is up to the board to decide 
whether to hold hearings on tlie contentions before the seismic study 
is completed or to await further information, Dricks said. 

.,.PJM Interconnection began operational control last week of 
the transmission Systems of municipal utility Cbveland Public Power 
and FiestEnergy‘s lransmission affiliate American Transmission 
Systems. Several FirstEnergy utilities transfTrred their assets from 
the Midwest Independent Transinksion System Operator to PJM 
with a June 1 effective date, meaning all FirstEnergy utilities are now 
In PJIvl. FirstEnergy Utilities that joined PJM are Toledo Eason,  Ohio 
Edison, Penn Power and CleveEand Electric Wuminating, PJM sald. 
With the additional assets, PJM said It now includes 180,400 MW of 
generating capacity and 61,200 miies of transmission lines, up froni 
tile 267,362 MW and 56.750 miles of lines prior to June 1. The grid 
operator’s peak demand rose to 158,448 MW from 144,644 h4W. 
In 1993, PJM had a peak demand of 46,429 MW, with a generating 
capacity of 55,575 MW and about 6,800 miles of transmission lines. 

.,, The Electric Reliability Council of Exas  will have a comfoit- 
able 17.5% reserve margin this summer and ne& but delays in three 
fossiCfired proJects totaiing 3,280 MW will accelerate margin decIines in 
subsequent years. Tile May 31 ”Report on the Capaciv, Demand, and 
Reserves in tile ERCOT Region“ projects demand to peak at 63,898 MW 
tlils summer, some 1,900 MW less that the 65,776MW record it set 

last August 23. ERCOT’s sunimer reserve margin is projected to remain 
above the minimum target of 13.75% through 2013. Since December, 
more than l.,OCO MW of generating capacity has either come online, 
returned to seivice or is poised ta begin commeiaial operation, the grid 
operator sald. Even so, i l ie reseive margin drops below Me minimum OF 
13.’75% beginning In 2014 and stays below, based on currently comrnk- 
ted generation plans. The reliability council said that four fossil fuel-fired 
units totaling 3,280 MW ihat previously had been scheduled to come 
online In 2014-16 have been delayed four to 1 2  months. Potential 
resources not considered “opeiational” include iniore than 2,300 NIW 
of older gas-fired capacity now “mothballed” that could be bIDiJght back 
into service. OUier resources not added into the reserve margin calcula- 
tion include proposed units that have begun the final study phase of the 
bansmission iiiterconnectlon process. Planned units in the final phase 
total 8,200 MW for 2012 and increase to niore than 19,681 MW by 
2020, ERCOT said. Summer 2011 resources include 1,484 MW of con- 
tractually conimitted demand response and emergency interruptible load 
operators can dispatch on command , “ERCOT continues to lead the 
nation with the most instaliecl wind generation capecity at 9,452 MW,” 
it noted. But i t s  methodology counts only 8.7% of lhat - about 1 . 1 9 6  of 
ERCOT’s “dependable capacity at peak.” Most comes froni gas (64.256) 
and coal (26%) plants. 

.,.Idaho Power is asking sfate regulators to appiove an $83 mil- 
lion, or 9.9%, annual rate increase, the utility said last week. It is 
seeking an effective date of January 1, 2012. Idaho Power is sensl- 
tive to burdening customers with higher rates during diifcult econom- 
ic times, but its current rates do not allow fair and timely recovery 
of costs, the utility sald In a statement. “Since Idaho Power’s last 
general rate case in 2008, the company has continued to grow,” and 
“we have invested over $450 million in infrastru&re necessary to 
continue providing safe and reliable electric service to our custom- 
ers,“ said Vice President of Regulatory Affairs Greg Said. 

oritiriiied f-orn paye 4 )  latoiy process, we will continue to do soI” Henilepp said. “But 
chairman and CEO, said last week. 

Coiifereiice in New York City on Wednesday, Moiris said his 
Columbus, OMo..based company continues to forecast overall 
earnings growth of 5-746 aniiually in ‘the iiext several years. As 
part of its flnaicial strategy, AEP may “monetize“ some assets, 
Monis said, mentioning tfie company‘s Kenlucky Power subsid- 
iuy  as an example. He did not elaborate except to say, “You‘ll 
see us take some of those moves in tlie near future.” 

Readied later for comment, h E P  spoliesman Patlick 
Hmlepp said the company has been evaluating sudi a di~7es- 
titure possibility “for quite a while. We‘ve been focused on 
capital allocation and looking at  the juijsdictioiis and t h e i r  
assets,” a reference to AEP’s seven opeiating units - AEP Ohio, 
AEP Terns, Appalachian POTW~, Indiana Michigan Power, Public 
Service Company of OItlal~o~~ia,  Soutlwestern Electric Power 
and Kentucky Rower - that do business in 11 states. 

Speaking at Sanford Benistein’s Strategic Decisions 

“Where we can manage them adeqiratdy through the r e p -  
-- 

in jurisdictions that undeream, n7e would coiisida selling Mezn 
to someone wliose poItColio fits them better than ours.” 

While AEP is not publicly identidying any potential sale 
candidates, I<entucky l?Ower, a n  Ashlalid based utility t h a t  
serves about 175,000 custornas in eastern Kentucky, “lias been 
iindereaining in  ICentucky for several years,“ lie said. PSO ako 
Iias bad  earnings issues as well. “LI we have a u\ility undereain- 
ing, we would consider selltng thein to someoiie and moving 
on,“ Rmlepp added. 

&P Ohio is comprised of Ohio Power and Colimbus 
Southern Power. The two utilities, ti7l3ich senre about 1.5 miilion 
customas combined, are hi Uie process of merging, and a f%ial 
Ohio Public Utilities Commissioii order is expected latex this year. 

AEP has been linked as a possible mager  partner with 
Eiitergy. Hemlepp said the company does not comment on 
“IUIL~OIS or speculation.” He neither confirmed nor denied 
a recent Fit7nm‘d Timer‘ reporl tha t  AEP has hiied Lazard to  
locate a merger partner. 

7”- 

-I---- ____- 
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“We have a Parjely of financial adxesors who ale under 
contmct with us for differelit things a t  different lirnes,” he said. 
“We are constantly r u o r h g  with banks on a number of things.” 

In  other remarlis at the conference, Morris, whose company 
is the largest user of coat hi the countiy, said he doubts a “car- 
bon regime” wiu be enacted in the 17s in the n a l  five )rears. 

AEP and others are working on federal Iegislation that 
would delay utility compliance deadlines witti several 
Emironmental Protection Agency pollution control regulations, 
including the Clean Air Transport Rule as well as standards for 
mercuiy emissions aid air toxics, until 2020. Cment timetables 
for utilities to meet the new d e s  over the next hvo or three 
years are simpIy luiiealistic, he said. 

“Overall, we’ve done 28 major environmental additions 
to our generation fleet. They take 40 to 50 months to  do them 
appropliately <.. w e  will be tripping ova  ourselves to do it in 36 
months,’’ he said. 

AEP expects t o  retire about 5,501) MW of older, smaller coal 
units l a t a  this decade and retrofit its larger, newa coal facilities 
to keep tliein operating. 

Tlie company owns about 38,000 ii4W of generation capac- 
ity and serves more than 5 miEon customers. 

- Bob Atutyi 

~~~~~~~~~~~~~ ~ f k m  value?, Exelon sayst 
eW? With i’Wt‘g6X COSfS t3SGaki@i’ig 

but the coinpmy provides a “valuable channel” For Exelon to 
market its generation, Exelon said in a presentation last we& 
about the $7.9 billion deal. 

Exelon said that the cost to achieve the merger h a e a s e d  to 
$650 million from $500 rnilfioiil and it ievised q7nergy savings 
figures to $310 million kom $260 rniilion. The revisions were 
due to greater accessibility of data since the merger azLuou17ce- 
rneut of April 28, Exelon said. 

The addition of ConsteUatioii’s competiti~e retail and whole- 
sale customers wilI hansfoim keloii to a company with about 165 
inillioti MWh of energy sales annually, up from the 59 n m o n  
MWh/year it has now, Exdoii said in tIie presentation as part of a 
fling with the Securities and Exchange Commission. 

The presentation will be used diuing a series of meetings 
witli investors regardiug the proposed cornbination of the huo 
companies, Exelon said. 

Exelon proposed the $7.9 billion merger in a n  all-stock 
transaction. The combined compfiiy would be the nation’s Iarg- 
est energy suppIier with customers in 44 states, the District of 
CoIumbia and Canada. ExeIon owns 2G,339 MW, 17,047 Nw 
of which is nucIear. Constellation owns 11,430 h&V, including 
1,922 M V  of nuclear gentratiori. The market n l u e  of tlie coin- 
bined company would be $34 billion with a n  entei-prise value of 
$52 billion, ivIxich includes net debt, the SEC fiIing said. 

“We continue to think this is a good deal for botli compa- 
nies,” Paul kernont, ai analyst with Jeffeies, said Wednesday. 

The cost to acquire Consf-ellation Energy Group has climbed, 

There are tangible savings and stmtegic benefits and 
Constellation’s customers will be better off ~6th a likely stronger 
coinpany post-mager, he said in an intuview. 

Constellation also adds a mix OF clean generation to Exelon’s 
generation poilfolio and incteases the geographic diversity of its 
generation fleet, Exelon said. 

For Constellation, the merger helps match generation with 
customa load in key competitive markets, according to the presen- 
tation. The meiger also creates a balance sheet strong enough to 
pursue its strategy of growing its competitive retail business. 

latoiy approval of the merger. They plan to mail proq7 materials 
to shaleholders in June and hope to have shareholder approv- 
als during the third quarter. The companies expect to close the 
transaction duing  tlie first qriaiter of 2012 

The companies have made all the necessary EIings for wgu- 

-Mary ZJowers 

Connecticut ‘s attorney geneial said Last week he would nei- 
ther support nor oppose the $4.2 billion mergex of Connecticut- 
based Northeast Utilities and Massachusetts-based NStar, follow- 
ing news that Connecticut regulatois will not review the deal. 

The state Departmeat of Public IJtility Control iuled Juue 
1 tka t  it has no legal authority over thie deal, rul~cIi  ~vould cre- 
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American Electric Power Co. may sell its Keiituclw Power utility if state regulators don’t approve a 
ci-stomer rate increase to help pay for added environmental costs. 

It m y  make more sense to sell the utility if regulators b d c  at dowing American EIectric to recover 
costs of upgrading or replacing a coal-fired power plant, President Nicholas Aldns said in an 
interview today at an Edison Electric Lnsfitute meeting in Colorado Springs, Colorado. 

1 

It would cost $470 d o n  to build a natural-gas fired plant to replace Kentucky Power’s 1,078 
megawatt Big Sandy cnaI faciliw, scheduled to be retired by 2015, said Pat Hedepp, a spokesman 
for the Colimbus, Ohio-based company. The utility said last week it plans to shutter the plant iu 
order to comply with a series of clean-air regulations proposed by the US. Euviroruneiital 
Protection Agency- 

Kentucky Power “is a small company and it’s a sizable investment,” said AEns, wlio became 
president last year. and is expected to take over as chief executive officer when Michael Morris 
retires in November. “Wheii you make those Icimds of investments, you want to make sure you can 
recover it and get an attractive return on equity.” 

Other states may face similar pressure from generation companies seeldng to recoup .their 
compliance costs if proposed federd rules are passed to curb carbon and other einksions fkom coal 
-€ired power plants, said Hugli Wmiie, utilities analyst for Sanford C. 15ernstei.n & Co. in New York 
who has a neutral rating on the shares and doesn’t own any. 

7t’s a question that a lot of regulators are going to face,” Wyme said. “Are they willing to raise 
electricity rates to pay for the upgrades to the fleet required by the new environmental regulations? 
Or: do they say, ’It’s not word it. Shut these plants and go buy power from somebody else.’” 

American Electric, has yet to ask ICentuclV regulators for a rate increase because the federal 
eiivironmental i d e s  have not yet been coiiipleted, Hellilepp said. The stale may be hesitant to 
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grant a large rate increase because Kentucky Power’s customers have bee11 hit hard by the 
recession, Aldus said. 

‘We are going to work with ithe regidatow agencies there,” ALrins said. Tha t  doesn’t stop us &om 
thinking that this is one we should consider for a possible divestiture.” 

Americau J3lectric’s Kentuclcy Power unit reported net income of $16.9 milIion for the first tb.ree 
mon th  of tkis year, up 78 percent from $9.49 rniEon a year earIier. ‘fhe unit had revenue of 

$196.1 million, according to a filiug with the Securities and Jbcfiangt: Commission. 

ICentuclV Power delivers electricity to 176,000 homes aid buukesses, Herrilepp said. It bad total 
assets worth $1.57 billion as of March 31, according to the filiug. 

Wynne, who rated shares of American Electric “market perform,” said the likeliest buyers for 
I<entucky Power would be PPI; Cory., and Dulce Energy Coip., which own power companies in 
Reniucky. “If AEP’s light, and there is no way to recover this cost, there may be no biiyers,” W p i e  
added. 

PPL executives aren’t pursuing ad& tional deals after acquiring ICentucIcy-based Louisville Gas and 
Electric Conipany and Central Networks, the second-largest electricity distribution company in the 
United Kingdom, said George Lewis, spokesman for the Allentown, Pennsylm.nia-based u~tility. 
“Our executives imde it veiy clew that our €oms is going to s h s  to operating the Kentucky and 
U.K. acquisitions.” 

A spoltesman for Duke Energy, based in Cliarlotte, N.C., declined coiment. 

To contact the reporter on this story: Mark Cliediak in San Francisco ai iilcliedialc@bloo~~r~.iiet. 

To contact the editor resgousible for this stoiy: Susan Warren at susaiirvarreii@bIooi~berg.iiet. 
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By Amy Poszywaic 

Seeking to c1arifyE;arlier news reports that American Eleclric Power Co. inc. may be placing 11s i<enfuckv Power CO. 
subsidiary on the auctlon biocK, spokesman Pat Hemiepp said June 14 that the option i o  sell the utiiity would be 
considered only if other attempts to furn its pmfiiabllity around were unsuccessful. 

IHemiepp said AEP President Nicholas Altins told a reporter in an interview June 13 at the Edison Electric institute's 
annual conventlon that AEP is examining all of its assets and that any assets under-returning In the reguiaiory 
environment without a foreseeable solution for Improvement would "obviousiy" be loolted at as potential iiems for 
diwestlng iFthey would be a batter fit in another company's portfolio. Wnen asked specifically about Kentucky Power, 
Aldns said the utility has been under-earning as of late, which is something AEP has experienced with a number or 
its utilities over the years and has been vforking with regulators i o  get those situations turned around, "and thatwould 
likely be the case In Kentucky," according to Hemlepp. 

The slgnificant environmental investment AEP is facing in Kenlucky, the costs associaled with i: and the dlliicuity that 
could occur in obtaining recovery for those costs were menlioned as obdacies In the stab, Hemiepp said, referring 
to the utliity's 1,078-MW Big Sandy coal iacility, which the company- in a list of plants if expects fo retire if 
the IJS.. Environmental Protection Agency's proposed serles of clean air regulations are finalized. Unit 1 at Big 
Sandy would be rebuiit as a 640-MW natural gas plani by the end o i  2015. 

"But at this time, there's nothlng on the market, we're not marketing any asset, we haven't put a fur sale sign up  any 
place," Hemlepp said. "LAkins] used [Kentucky Power] just as an example of an asset that was currently 
underperforming. but our president down In Kentucky is at work wio7 reguiators to try and address that siiuation." 

Sanford C. Bernstein &Go. LLC anaiysi Hugh Wynne, who had named PPL CorD. and Duke Enerov Corm as the 
most liltely buyers of Kentucky Power if i t  goes up for sale, on June 14 refuted the notion that an acquisition by either 
ofihose two companies would raise power market concerns among regulators. 

"I think [icentucky Power] is a smalilsh company with a limited amount of generation operating in a reguiated state, so 
my first instinct would be that the small scale oiihe generating plant could be absorbed Info the competillve PJM 
marltet wilhout creating a fuss," Wynne said. "if you look at the scale of the consolidation that went on between 
FirstEnergy and Allegheny in a similar region, that would put this to shame.' 

! 
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slash 25% of mal fieet - mumday, June OS, 
201 7 4'08 Pld 
AEP plans 6,ODO ]vNv of coal relirzmsnls lo 
comply wilh EPA rules - Thursday, June OS, 251 1 

Uata Dispatch: Upcoming. recent mahired 
power unitrelirsmenb - IVed~esday, Jum 15, 

Uliiig group claims coal-fired genera1o:s \veil- 
' posilbn~d to meel EPA rules - Thumiq! Juns 

: 10;19 AM 

201 f8:ooam 

: OS, 201 7 3:40 P34 

Ai acquisiilon by Duke or PPL would not be an Issue in terms of retail pricing either, Wynne said. A larger concern regarding the ability of ellher company to carry out 
an acquisi:lon of that type comes from both companies' pre-occupation with other deals. 

As far as olher potential buyers - sf!er Duke and PPL -Vivnne montloned FirstEnerov CorD, as being a secondary company thai might have interest in the asset. 
Dominion Resources inc., which has a small amount or gas service in Kentucky, would rank after those three, though Wynne said the purchase would not quite fit 
Dominion's bill, 

"Dominion klnd of prides itself on operating a rapldly growing regulated ulilily in a very atfracfive regulatory environment," he said. 'Xnd what We're talking about here 
is somewliat o fa  dislressed asset in a challenging regulatory environment." 

Dominion, if it viere attempting to clone itself in another state, would be more likeiy to go aiter Souti1 Carolina utlllly SCANA CorD. or a similar company, Wynne said, 
adding, however, that he wouid not rule out Interest from Dominion entirely. 

"They did express interest in Dulce; he said.. ''I'nl sure that [Dominion Chairman, President and CEO] Torn FarreU would Just as soon not be left behind as something 
like :he fifih-largest ufiifty in the couniry, so I don't think you could rule them out." 

AEP on June 9 issued a pian to comply with the EPA regulations that would shut down 25% 0; its coal generation and make retrofits to many piants tiiat are not 
shutiered. Absent changes in EPA deadlines, AEP will retire nearly 6,000 MW of coal-flred generation and upgnde or Install new en\rironmental controls on an 
addilional 10,100 IdW of generztlon. 
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