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A copy of Ms. Camiell’s testimony and the Data Request Responses is being served on 
the parties to this proceeding along with a copy of this letter 
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cc: Dennis G. Howard I1 
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VERIFICATION 

The undersigned, Lisa M. Rai-ton, being duly sworn, deposes and says she is tlie 
Executive Vice President - Trarisriiissiorl for American Electric Power, that she has 
personal luiowledge of the matters set forth in the forgoing responses for wliich she is tlie 
identified witness aiid that the information contained therein is true and correct to the best 
of her information, knowledge, and belief 

STATE OF OHIO 1 

COUNTY OF FRANKLIN ) 
) Case No. 201 1-00042 

Subscribed and sworn to before ine a Notary Public in and before said County 
and State, by, Lisa M. Barton, this the day of May, 20 12. 

Notary ~ o u a ~ % & Q , ~ m b i  Public 

My Commission Expires: 



VERIFICATION 

The undersigned, Julie M. Camell, being duly sworn, deposes and says she is the 
President of J.M. Cannell, Inc., that she has personal knowledge of the matters set forth in 
the forgoing responses for which she is the identified witness and that the information 
contained therein is true and correct to the best of her information, knowledge and belief 

(New York 

County of Westchester 

1 

) 
) Case No. 201 1-00042 

Subscribed and sworn to before me, a Notary Public in and before said County 
and State, by Julie M. Camell, this the [( day of May 2012. 

My Commission Expires: ii /o >-i 



VERIFICATION 

The undersigned, Raiiie I<. Wolinhas, being duly sworn, deposes and says hc is the 
Managing Director Regulatory and Finance for IGmtucky Power, that he has iiersoiial 
knowledge of tlie matters set fort11 iii the forgoing respoiises for which he is tlie identi lied 
witness aiid that the information contained therein is true and correct to tlie best of liis 
information, knowledge, and belief 

Raiiie I<. Wohiihas 

COMMONWEAL,TH OF KENTI-JCKY ) 
) CASE NO. 201 1-00042 

COUNTY OF FRANKLIN ) 

Subscribed aiid sworn to before me, a Notary Public iii and before said County 
aiid State, by Raiiie I<. Wolinhas, this the /5?a;itay of May 2012. 

My Coiiiniissioii Expires: L3 





Question Nos. 1 - 12 relate to the report prepared by AEP Coiisultaiil Julie M. Caiiiiell. 

How iiiaiy iiivestors did Ms. Caiiiiell iiilerview for her report? 

Ms. Caiiiiell interviewed a total of eleven iiieiiibers of the iiivestiiieiit community, 
including aiialysts for nine iiivestnient firiiis and two credit rating ageiici es. These 
aiialysts represented a cross-section of the types of iiivestors fo~iiid in the universe of 
Giiaiicial institutions: so-called ‘“Bny Side” f h i s  (e.g., pension f~iiicls, iiiutual ftincls) and 
“Sell-Side” fii-111s (brokerage firms). Aiialysts ocusiiig 011 both equity and 17isecl iiicoiiie 
investiiients were interviewed. Please note: As was the case in lier report, Ms. Caiiiiell 
uses the t e r m  “aiialyst” aiid “iiivestor” interchangeably. 





REQUEST 

Question Nos. 1-12 relate to the report prepared by AEP Consultant Julic M. CaiiiieI1. 

Explain in detail the criteria utilized by Ms. Caiiiiell to select the investors that were 
iiiterviewed for her report. 

Ivls Caiiiiell asked AEP’s Iiivestor Relatioiis Departiiieiit to supply a list of iiivestois who 
closely followed the Company aiid would tlim have a deep luiowledge o f  the Traiisco 
The pi oiiiiiieiice and sopliisticatioii of the firms aiid aiialysts were also considered 

WITNESS: Julie Tul. Caiiiiell 
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Question Nos. 1-12 relate to the report prepared by AEP Coiisultaiit Julie M. Caiiiiell. 

Did Ms. Caiiiiell coiiduct an interview o f  each investor in person? I f  no, explain how each 
iiiterview was conducted. 

The interviews took place over tlie phone. Tiiterviewees were fiist coiilaclcd by AEP, 
requestiiig that they grant Ms. Caiuiell time lor a conversation. Slie then coiitactccl each 
individual to iiialte an appoiiitiiieiit for the interview, and then coiiducted the questioiiing 
a[ the designated date aiid time. A ltey predicate to securing tiiiie with the aiialysts was a 
pi oiiiise or  confidentiality, both in t e r m  o l  disclosiiig their identity in the filial paper aiid 
in attributing their remarks. 

ITNESS: Julie M. Chiiell 





Y 

REQUEST 

Questioii Nos. 1-12 relate to tlie report prepared by AEP Coiisultaiit Julie h4. Caiiiiell 

Was each investor asked the exact saiiie qiiestioii? If no, esplaiii why differeiit questions 
were asltecl of differelit investors. 

The same set OC questions was posed to each inleiviewee. Please refeel- to page 2 ol‘ this 
iespoiise to view the seven questions. To the extent that a respoiideiit’s answer proiiipled 
a followtip qitestioii to gain clarification or iieecled elaboration, such add-on quei ics 
could vary. In all iiistaiices, however, the aim was to obtain a h 1 1  iesponse to the saiiie 
set of questioiis asked of all analysts. 

WITNESS: Julie M. Cannel1 
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1. Does AEP’s plan to form a wholly-owned Traiisco eiihaiice AEP’s attractiveness 
as an investmelit opportunity? Relatedly, does the Transco plan serve to simplily 
or coiiiplex tlie iiivestiiient case for AEP? 

2. What cliallenges/issues do you tliiiilt AEP’s operating companies have, especially 
in terms of f~itlture capital spending levels? 

3. AEP Traiisco is intended to “o€f-load” a poi-tion o€ tlie transmission capital 
iiivestiiieiit requireiiients €rom tlie Operating Companies and iiiiaiice that 
investment separately, so as to provide greater control over tlie Opco’s ftiture 
levels of debt. Generally spealting, what impact do you thiiik this will have on 
AEP operating coiiipaiiies’ balance slieetdcredit streiigtldcredit ratings? In other 
words, do you tliink €ormation of the Traiisco preserves, enhances, or impairs 
Opco credit quality? 

4. Do yoii think this gives investors greater coiifideiice in M P ’ s  ability to manage 
tlie Opcos’ fiiiaiicial condition, arid in  the long ~ L I I ~ ,  will Opco risk levels iiicrease, 
decrease, or reinaiii tlie same? 

5 .  Do you tliiiilc investors will find the opporti.inity to invest in tlie iiew transmissioii- 
only businesses an appealing prospect? 

6. In sum, do you think it’s a positive move for AEP to form this separate Transco? 

7. Any other thoughts-l~ositive or iiegative-that you’d like to add? 





Qucstioii Nos. 1-12 relate to the report prepared by AEP Coiisultaiit Julie M. Caiinell. 

Provide thc approximate date that the first investor iiiterview was coiiductecl and the 
appioxiiimte date tliat the last iiivestor iiiteiview was coiiducted. 

RESPONSE 

The conveisations between Ms. Cannel1 aiid the aiialysts occuired over a nine-clay pcriod 
in Febiuary 2010. The first iiiterviews took place on February 1 a i d  the last 017 Fcbruaiy 
9. 

~ ~ ~ ~ ~ ~ S :  Julie M. Caiiiiell 





Y 

UEST 

Question Nos. 1-12 relate to the report prepared by AEP Coiisidtaiit Julie M. Cannell. 

I-low iiiaiiy credit rating agencies did Ms. Caimell interview I-or her repol-t? 

A l i h ~ ~ i g h  three iiiajor credit rating agencies were coiitactecl by AEP, only two agencies 
agreed to an interview. 

W11TNESS: Julie M. Caiiiiell 





tu c 

Questioii Nos. 1-12 relate to the report prepared by AEP Consultant Julie M. Cannell. 

ExpIaiii in detail tlie criteria utilized by Ms. Caiiiiell to select the credit rating agcncics 
that were intervie-wed Ior her report. 

Each oP the tlu-ee iiiajor credit rating agencies in tlie country was contacted; two agreed to 
an interview. No other criteria were utilized. 

WITNESS: Julie Ivf. Calmell 





Question Nos. 1-12, relate lo the report prepared by AEP Coiisullaiil Julie M. Caniiell. 

Did Ms. Caimell coiiduct an interview o f  an eiiiployee o f  each credit rating agency in 
person? If 110, esplaiii 1iow each interview was coiiducted. 

Please see the respoiise to Question 3 I 

WITNESS: Julie M. Caiviell 
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Question Nos. 1-12, relate to the report prepared by AEP Consultant Julie M. Caniiell. 

Was each credit rating ageiicy asled the exact saiiie questions? If no, explain wliy 
different questions were aslced or  diffcrenct credit rating agencies 

Please see the respoiise to Question 4. 

WITNESS: Julie M. Caniiell 
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Kentucky Power Company 

REQUEST 

Question Nos. 1-12 relate to the report prepared by AEP Consultant Julie M Cannel1 

Provide the approximate date that the first credit rating agency interview 
was coiiducted and the approximate date that the last credit rating agency intervielv 
was conducted. 

RESPONSE 

The first credit rating agency interview occurred on February 2, 2010 and the second 011 

February 5, 20 10. 

WITNESS: Julie M. Caiiiiell 





Question Nos. 1-12 relate to tlie report preeparecl by AEP Coiisultaiit Julie M CaniielI. 

Are tlie conclusions set forth in Ms. Caiuiell’s report based exclusively on tlie respoiises 
provided to her during her interviews of iiivestors aiid credit rating agencies? If 110, 

explain what otlier iiiforiiiatioii aiicl data were used by Ms. Caiuiell to reach tlie 
coiiclusioiis iii lier repoit? 

Responses lrom the iiivestors aiicl credit rating agency aiialysts were by far the pi iiiiary 
basis [or tlie coiiclusioiis in tlie report, but Ms. Caiuiell’s extensive iiiclustry esper’ieiicc 
also iiiforiiiecl lier coiiclusioiis. 

WITNESS: Julie M. Caiiiiell 





Questioii Nos. 1-12 relate to the report preparecl by AEP Coiisultaiit Jiilie M Cannel1 

Provide the date that Ms. Caiuiell was first contacted by AEP for purposes of‘ discussiiig 
her interest in writing a report oii iiivestors’ opiiiioiis of the AEP Traiisiiiissioii Coiiipaiiy 
aiid the date on which she was hired by AEP lo write her report. 

AEP first coiitacted Ms. Camel1 to discuss a poteiitial engagement 011 Jaiiuaiy 1 1 ~ 2010 
She was officially retained 011 Jaii~iary 2 1, 20 10. 

WITNESS: .Julie M. Caiiiiell 
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Stake where 
Il'ransco '(yill 
operate 

Iiicli alia 
Ohio 

Qiieslioiis 1.3- I4 relate lo tlie Direct Testiiiioiiy of Lisa M. Barton, page 4, liiies 6-7, 
where Ms. Barton states that AEP traiismissioii-only subsidiaries plan to do biisiiiess in 
ten states iiicludiiig Kentucky. 

Regulatec% a§ an electric UtiiIity? 

Yes 
Yes 

For each state other tliaii I<entucky where an AEP traiisiiiissioii-only subsidiary plans to 
do 1x.isiiiess, indicate whether tlie AEP transmission-only subsidiary will be regulated as 
ai1 electric utility withiii that state. 

Virginia I Michigan 
Yes 
Yes I 

01< 1 allollla 
Arlta11sas 
Louisiaiia 
West Virginia 
Tennessee 
Texas 

Yes 
yes :I: 
yes"' 
Yes:': 
No Traiisco plaixied 
No Transco plaiiiied 

'i:Traiisco qiplicatioiis peiidiiig approval 

WITNESS: Lisa M Barton 





Y 

Questions 13-14 relate to tlie Direct Testiiiioiiy oC Lisa M. Barton, page 4, lilies 6-7, 
where Ms. Barton states that AEP transmission-only subsidiaries plan to clo busiiicss in 
ten states including I<eiitrrcky. 

For each state other tliaii Keiitucky where an AEP trarisiiiissioii-oiily subsidiary will be 
regulated as an electric utility, provide the followiiig information. 

a. A copy o f  tlie applicable state statute that defines an electric utility. 

b A copy of any written order, opinion, or letter of llie state regulatory agency declaring 
the AEP tiaiismissioii-only subsidiary to be an electric utility. 

c. A copy of the applicable state statute that defines the jurisdiction of the state regcrlatoi 1’ 
agency. 

d. An explaiiatioii of tlie scope aiid extend of each state regulatory ageiicy’s .jurisclictioii 
over the rates aiid service of the AEP traiisiiiissioii-oniy subsidiary. 

RESPONSE 

a. & c. Please see Attachment 1 to this response for the applicable statutes d e h i n g  
clectric utilities am1 tlie jurisdictioii of thc state regulatory agency. 

b. Please see Attachiiieiil 2, to this response lor tlie order approving the operation o i  AE,P 
Ohio Traiisiiiissioii Coiiipaiiy in Ohio. 

Please see Attacliiiieiit 3 to this response €or the order approving the opeiatioii of 
Iiicliaiia Michigan Transmission Coiiipaiiy in Iiicliaiia. 

Please see Attachment 4 to this respoiise for the order approving AEP Appalachian 
Tr aiisiiiissi on Coiiipaiiy to enter into a Cfi liate agreements i 11 Vi rgi ni a. 



Oklalioiiia and Micliigan do not require regulatory approval for Traiiscos to be 
regulated as public utilities. So, they are being regulated as utilities, but there was iio 
foriiial order issued by either Coiiimissioii. 

cl. Each AEP Traiisco provides wholesale traiisiiiissioii service with ratcs uiidcr a FERC- 
approved tariff. Attachment 1 to this response coiltailis the applicable statutes that 
describe the exteiit each state has authority ovei siting or a certification proccss lor 
traiisiiiission hcilities. 

ZTNESS: Lisa M Bartoii 
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a) IC 8.- 1-2- 1 --Definitions 

Sec. 1. 

(a) Except as provided in section 1.1 of'tliis chapter, "public iitility", as used in this chapter, 
ineaiis every corporation, coinpaiiy, pai-tnership, limited liability company, individual, 
association of individuals, their lessees, trustees, or receivers appointed by a cowt, that inay own, 
operate, manage, or control any plant or equipment within the state for tlie: 

(1) conveyaiice of telegraph or telephone messages; 
(2) production, transinission, delivery, or ftirnishing of heat, light, water, or power; or 
(3) collection, treatment, purification, aiid disposal in a sanitary manner of liquid and solid 

waste, sewage, night soil, and industrial waste. 
The term does not include a municipality that may acquire, own, or operate any of the foregoing 
facilities. 

.I. ... .I, .).,,. 4. 

(g) "IJtility", as used in this chapter, ineaiis every plant or equipmenl within tlie state used for: 
(1) tlie conveyarice of telegraph and telephoiie messages; 
(2) tlie production, transmission, delivery, or iiirnishing of heat, light, water, or power, 

(3) collection, treatment, purification, and disposal in a sanitary inaiiiier of liquid and solid 
either directly or indirectly to the public; or 

waste, sewage, night soil, and industrial waste. 
The term does not include a iiiiiiiicipality that may acquire, own, or operate facilities for tlie 
collection, treatment, purification, and disposal in a sanitary iiianiier o€ liquid ancl solid waste, 
sewage, night soil, and industrial waste. A warehouse owned or operated by any person, firin, 
limited liability company, or corporation engaged in the business of operating a warehouse 
brrsiiiess for tlie storage of used household goods is not a public utility within tlie meaning of this 
chapter. 

b) See, IURC Nov. 2, 201 1 Order in Cause No. 44000 

c) IC 9-1-2.5-6 

Powers of coininissioii in approving rates and services; alternative regulatory plan 

Sec. 6. (a) Notwitlistanding any other law or rille adopted by tlie coiniiiissioii, except thosc 
cited, or rules adopted tliat pertain to those cited, in section 1 1 of this chapter, iii approving retail 
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energy services or establisliing ,just and reasoliable rates and charges, or both for an energy utility 
electing to becoiiie subject to tliis section, the coininissioii may do the following: 

(1) Adopt alternative regulatory practices, procedures, and iiiechanisms, and estat~lish rates 
and charges that: 

(A) are in the public interest as deterinined by coiisicleratioii of the factors described in 
section 5 oftliis cliapter; and 

(B) enhance or inaiiitaiii the value of tlie energy utility's retail energy services or 
property; 

including practices, procedures, and mechaiiisms focusing on the price, quality, reliability, 
and efficiency of the service provided by the energy utility. 

(2) Establish rates and charges based on market or average prices, price caps, index based 
prices, aiid prices that: 

(A) use perforinance based rewards or penalties, either related to or unrelated to the 
energy utility's return or property; and 

(R) are designed to promote efficiency in tlie rendering of retail energy services. 

(b) This section: 

(1) does not give a party to a collective bargaining agreement any greater rights uiider the 
collective bargaining agreement than the party had before January I ,  1995; 

(2,) does not give the commission the authority to order a party to a collective bargaining 
agreement to cancel, terminate, amend or otherwise iiiodiijr the collective bargaining agreement; 
aiid 

(3) may not be implemented by tlie coininissioii in a way tliat wo~ild give a party to a 
collective bargaining agreeiiient any greater rights Liiider the collective bargaining agreement 
than tlie party hac1 before January 1, 1995. 

(c) Aii eiiergy utility electing to become sthject to this section shall file with tlie commission 
ail alternative regulatory plan proposing how the commission will approve retail energy services 
or just and reasonable rates and charges for the energy utility's retail energy service. 

(d) The energy utility shall publish a notice o€the filing of a petition uiider this section in a 
newspaper o€ geiieral circulation published in aiiy county in which the energy utility provides 
retail energy service. 

(e) After notice and hearing, the commission may approve, reject, or modify the energy 
utility's proposed plan if the coiiiinissioii finds tliat suck action is consistent with the public 



KPSC Case No 201 1-00042 
Commission Staff's Fourth Set of Data Requests 
Order Dated March 22, 2012 
Item No 14 
Attachment 1 
Page 3 of  19 

iiiterest. I-Iowever, the coiiiinissioii inay not order that inaterial rnodificatiom changing tlie 
nature, scope or duration ~ l -  tlie plan lalte efkct witliout the agreeinelit of tlie energy utility. The 
eiiergy utility sliall have twenty (20) days after tlie date o€ a commission order modifying the 
energy 

utility's proposed plan within whicli to, in writing, accept or reject tlie coinniissioii's order. 

( f )  An energy utility may witlidraw a plan proposed under this section witliout prejudice 
before tlie coiniiiission's approval oC the plan, or the energy utility inay tiinely reject a 
commission order inodifyiiig its proposed plan under this section without prejudice. However, 
the energy utility inay not file a petition for comparable reliefuiider this section for a period of 
twelve (12) months after tlie date of the energy utility's withdrawal o€ its proposed plaii or tlie 
date of the eiiergy utility's rejection of the coiiiinissioii's order, whichever is applicablc. 

As added by P.L,.108-1995, SEC.3. 

d) The terins of the settlement reached between the Indiaiia Traiisco, tlie IURC, and iiiterveiiors, 
require the Iiidiaiia Traiisco to file an annual status report. 

As used in this chapter, "public utility" includes every corporation, company, copartnership, 
person, or association, tlie lessees, trustees, or receivers of tlie foregoing, defined in 
section 4905.03 of the Revised Code, including any public utility that operates its utility not for 
profit, except tlie following: 

As used in this chapter: 

(A) Any person, firm, copartnership, voliinlary association, joint-stock association, co~iipa~iy, or 
corporation, wherever organized or incorporated, is: 

(3) Aii electric light coiiipaiiy, when engaged in tlie business of supplying electricity for light, 
heat, or power pwposes to coiisuiiiers witliiii this state, iiiclucling supply iiig electric transmission 
service for electricity delivered to coiisuiiiers in this state, but excluding a regioiial transinissioii 
organization approved by tlie federal energy regulatory coinmission; 

b) See, PUCO Dec. 2.9, 2.010 Order in Case. Nos. 10-2,45 et. al. 
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The jurisdiction, supervision, powers, and duties of the public utilities coininissioii extend to 
every public utility aiid railroad, tlie plant or property of which lies wholly within this state and 
wlieii the property ofa  public utility or railroad lies partly witliiii and partly without this state to 
that part of such plant or property which lies within this state; to tlie persons or coinpanies 
owning, leasing, or operating such public utilities aiid railroads; to the records and accounts of 
the business thereof done within this state; and to the records aiid accounts of any companies 
which are part of an electric utility holding compaiiy system exempt under section 3(a)(l) or (2,) 
oftlie "Public Utility 1-Ioldiiig Company Act of 1935," 49 Stat. 803, 15 U.S.C. 79c, and the rules 
and regulations promulgated tliereuiider, insofar as such records and accounts may in any way 
affect or relate to the costs associated with the provision of electric utility service by any public 
utility operating in this state aiid part of such Iioldiiig company system. Nothing in this section, 
or section 4905.06 or 4905.46 of the Revised Code pertaining to regulation of holding 
coiiipaiiies, grants the public utilities coininissioii authority to regulate a holding company or its 
subsidiaries which are organized under the laws of another state, render no public utility service 
in the state of Ohio, and are regulated as a public utility by tlie public utilities commission of 
aiiother state or primarily by a federal regulatory coininission, nor do these grants of authority 
apply to public utilities that are excepted from the definition of"pub1ic utility" under divisions 
(A) to (C) of section 4905.02 of' the Revised Code. 

d) The Ohio Power Siting Board coiitrols the sitiiig of new transinissioii facilities. 

a) 5 56-232. Public utility and schedules defined. 

A. The term "public utility" as used in 55 56-233 to 56-240 aiid 56-24.6 to 56-250: 

1. Shall iiieaii aiid eiiibrace every corporation (other than a muiiicipality), coiiipaiiy, individual, 
or association of iiidivid~ials or cooperative, their lessees, trustees, or receivers, appointed by any 
court wliatsoever, that now or hereaftcr may own, inaiiage or control any plant or equipinelit or 
any part of a plant or equipinent within tlie Commonwealth for the conveyance of telephone 
messages or for the production, transmission, delivery, or furnishing of heat, chilled air, cliillecl 
water, light, power, or water, or sewerage facilities, either directly or indirectly, to or for the 
public. 
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b) February 2 1 , 20 12. Order in PIE-2- I 1-00 125 -- liiiiited approval of affiliate traiisactioiis for 
tlie purpose of allowiiig tlie proposed Virginia Traiisco to apply for a Iacilities certificate. 
Virginia Traiisco has iiot yet filed sucli an application. 

e)  CONSTITUTION OF VIRGINIA 

Article IX, Sectioiis 1, 2, 3 

ARTICLE IX 

Corporatioiis 

Section 1. State Corporation Commission. 

There shall be a permanent comiiiissioii wliicli shall be known as the State Corporatioii 
Coiiiiiiission aiicl which shall coiisist of three members. The Geiieral Assembly may, by majority 
vote of the inenibers elected to each house, increasc the size or  tlie Coiiiiiiissioii to no inore thaii 
five members. Members of the Commission shall be elected by the General Asseinbly aiid shall 
servc for regular t e r m  of six years. At least oiie ineinber of tlie Coinmissioii shall have tlie 
qualificalioiis prescribed for judges of courts oE record, aiid any Coiiiiiiissioiier niay be 
iinpeaclied or removed in tlie inaiiiier provided for tlie impeachment or removal of judges of 
courts of record. Tlie General Assembly may enact such laws as it deems iiecessary for tlie 
retirement of the Commissioners, with such coiiditioiis, compensatioii, and duties as it may 
prescribe. Tlie Geiieral Assembly iiiay also provide Tor the inaiidatory retirement of 
Coininissioiiers after tliey reach a prescribed age, beyoiid which they shall iiot serve, regardless 
of tlie term to wliicli elected or appoiiited. Wlieiiever a vacaiicy in the Coiiiinissioii shall occur or 
exist wlieii the Geiieral Asseinbly is iii session, the Geiieral Assembly shall elect a successor for 
such unexpired term. If the Geiieral Assembly is iiot in session, tlie Goveriior sliall forthwith 
appoint pro tempore a qiialiiied person to f i l l  tlie vacaiicy for a term ending thirty days after the 
coiiiineiiceineiit of tlie iiext regular sessioii ol'tlie Geiieral Assembly aiid tlie Geiieral Asseinbly 
shall elect a sLtccessor for such uncxpired tcrni. 

The Coiiiiiiissioii shall annually elect oiie of its meinbers chairman. Its subordiiiates aiid 
employees, aiid the inaiiiier of their appointment aiicl removal, shall be as provided by law, 
except that its heads or  divisioiis and assistaiit lieads of divisions shall be appoiiiteci and subject 
to reiiioval by the Coiiiiiiission. 

Section 2. Powers and duties of tlie Commission. 

Subjcct to tlie provisions of this Constitution aiid to such requireiiieiits as iiiay be prescribed by 
law, tlie Commission shall be the departineiit of goveriiiiieiit through which shall be issued all 
charters, aiid ameiidincnts or exteiisioiis tliereol, o r  domestic coiporatioiis and all licenses o r  
foreign corporations to do brisiiiess in this Coiiimoii~vealth. 
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Except as may be otlierwise prescribed by this Constitution or by law, tlie Coinmissioii shall be 
charged with tlie duty of adiniiiisteiing the laws made in pursuaiice of this Constitution for the 
regulation and control of corporations doing business in this Commonwealth. Subject to such 
criteria and other requirements as may be prescribed by law, the Commission shall have the 
power and be charged with the duty of regulating the rates, cliarges, and services and, except as 
may be otherwise authorized by this Constitutioii or by general law, the facilities of railroad, 
teleplione, gas, and electric coinpanies. 

The Coinmission shall in proceedings before it eiisure that the interests of tlie consuiiiers of the 
Coiiiiiionwealtli are represented, unless the Geiieral Assembly otherwise provides for 
representation of such interests. The Coininissioii shall have such other powers and duties not 
iiicoiisistent with this Coiistitutioii as may be prescribed by law. 

d) The Commissioii has the authority to approval or disallow transactions between the Virigiiiia 
Transco aiid aiiy affiliates; tlie state facilities certification process is required for any major new 
traiisiiiissioii hcilities. 

Arrkaillsas 

a) Title 2,3 Public LJtilities aiid Regulated Iiidustries 

Subtitle 1. P~iblic LJtilities And Carriers 

Chapter I Geiieral Provisions 

A.C.A. 5 2.3-1-101 (2.01 1) 

(9) (A) "Public utility" includes persons and corporations, or their lessees, trustees, ancl 
receivers, otvning or operating in this state ecpipnient or facilities for: 

(i) Producing, generating, transmitting, delivering, or ftiriiisliing gas, electricity, steam, or 
another agent for the production of light, heat, or power to or for the public €or compensation; 

(ii) Diverting, developing, p~miping, iiiipouiiding, distributing, or fLiriiishiiig water to or for 
the pi.iblic for compensatioii. However, iiotliiiig in this subdivision shall be construed to inclrde 
water facilities aiid equipment of cities aiid towns in the definition of public utility. Further, the 
term "public utility" shall not iiiclucle aiiy entity described by this subdivision wliich meets aiiy 
of tlie following criteria: 

(a) All property otviiers' associations whose facilities are eiijoyecl only by menibers of 
that association or residents of the conimtiiiity goveriied by that association; 
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(6) AI1 entities whose annual operating reveiiues i ~ ~ ~ i l d  cause them to be classified as 
Class C or lower water companies pursuant to the uiiiforiii systein of accouiits adoptecl by the 
Arltaiisas Public Service Comiiiission. However, the term "public utility" sliall iiiclude any water 
coinpaiiy which petitions, or a majority of whose metered custoiiiers petition, the Arltaiisas 
Public Service Coinmission to coiiie under the coinniissioii's jurisdiction, provided that the water 
coinpaiiy must have had combined aiinual operating reveiiues in excess of four hundred thousand 
dollars ($400,000) for tlie three (3) fiscal years iinniediately preceding the date of filing tlie 
petition; or 

(c) AI1 improvement districts; 

(iii) Coiiveyiiig or transmitting messages or cominuiiicatioiis by teleplione or telegraph 
ivliere sricli service is offered to tlie public for compensation; 

(iv) Traiispoi-ting persons by street, suburbaii, or interurban railway for the priblic for 
compensation; 

(v) Transporting persons by motor vehicles if tlie veliicles are operated wider a fraiicliise 
granted by a inuiiicipality and in coiijuiictioii with, or as a part of, a street, S L I ~ U I - ~ X ~ I I ,  or 
interurban railway, or in lieu of either thereof, for the public for coiiipensation; and 

(vi) Maintaining a sewage collection system or a sewage treatment plant, iiiterceptiiig 
sewers, outfall sewers, force mains, pumping stations, ejector stations, and other appurtenances 
necessary or useful for tlie collection or treatment, purification, aiid disposal of tlie liquid and 
solid waste, sewage, night soil, and iiiclustrial waste. However, nothing in this subdivision (9) 
sliall be construed to include sewerage facilities aiid equipmciit of cities and towns in the 
definition of public utility. The term "public utility" shall not include any entity described by this 
subdivision (9) which meets any of tlie following criteria: 

(a) All property owiiers' associations whose facilities are enjoyed only by iiieinbers o f  
that association or residents ofthe community governed by that association; 

(b) All entities whose aiinual operating reveiiucs would cause them to be classified as 
Class C or lower sewer coiiipaiiies pursuant to the unifoim systein of accouiits adopted by the 
Arltaiisas Public Service Commission; or 

(c) All improveinelit districts. 

b) Applicatioii pending in Case No. 1 I-050-U 

c) Title 2.3 Public IJtilities and Regulated Iiidustries 

Subtitle 1. Public Utilities And Carriers 

Chapter 2 Regulatory Coin in i ss i oiis 
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Subchapter 3 -- General Regi.iIatory Authority o f  Coinmissioiis 

A.C.A. $23-2-301 (201 1) 

23-2-30 I . Powers and ,jurisdiction of cominissioii generally. 

The cominission is vested with tlie power aiid jurisdiction, and it is inade its duty, to supelvise 
and regulate every public utility deiiiied iii $ 23-1-101 aiid to do all thiiigs, whether specifically 
desigiiated in this act, that may be necessary or expedient in tlie exercise of such power and 
jiirisdiction, or in the discharge of its duty. 

dl) To be determined by the Coininissioii 

Louisiana 

a) $1 161. Definitions 

As used in this Part "commission" n~eans tlie Louisiana Public Service Commission. 

As used in R.S. 4.5:1168 through 45:117.5: 

(I) "Public ~itility" mealis any person, public or private, subject to tlie geiieral jurisdiction of the 
commissioii but not iiicludiiig carriers by rail, water, electric or motor vehiclcs or pipelines, or 
public utilities mniiicipally owned, or operated, or regulated, uiiless the electors o f  such 
m~uiicipality, and electors residing outside the municipality, ~ v h o  are custoiiiers of the 
inunicipally owned utility, Iiave manifested their approval of such jurisdiction as is req~iired by 
Article IV, Section 21(C) of the Constitution of Louisiana in tlie inaiiner provided by R.S. 
45: 1 164.1 through 45: 1 164. I 3. However, "public iitility" sliall not iiiclude aiiy person owning, 
leasing aiicl/or operating an electric geiieration facility provided such person is not primarily 
engaged in  the generation, transniissioii, distribution and/or sale of electricity, and provided that 
such person (a) CoiisLiiiies all of the elcctric power and energy generated by sucli Cacility for its 
own use at the site ofgeiieratioii or at some otlier location of mutually acceptable agreements to 
transport such electric power and eiiergy can be reached with each electric public utility whose 
transmissioii facilities would be electrically utilized tlierefor; provided, however, 
iiotwitlistanding any provision coiitaiiied herein, there shall be 110 obligation or duty, expressed 
or implied, to purchase, to sell, to transport, or to engage in any otlier type of transaction with 
respect to tlie electric power and eiiergy that may be generated by such person, imposed npon 
aiiy public utility by this Section exccpt as shall be provided in tlie cogeneration rules and 
regulations adopted by tlie Louisiana Public Service Coininission ~mrs~iant to the Public Utility 
Regulatory Policies Act of 1975; or (b) only coiisLiines a poi-tion thereof in such maimer and sells 
the eiitiie remaining portion o r  such electric power and energy generated to an electric public 
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utility as defined in R.S. 4.'5:121; or (c) sells tlie eiitire production o f  electric power aiid eiiergy 
geiierated by such facility to an electric public utility as defined iii R.S. 45:121. 

(2) "Security" means any note, stock, treasury stock, bond, debelittire or other evidence of 
interest in or indebtecliiess of a public utility. 

Amended by Acts 1970, No. 34, $4; Acts 1975, No. 328, $1; Acts 1982, No. 566, $1. 

b) Application Pending in Case No. U-32058 

e)  $21. Public Service Coinmission 

Section 2 1 .(A)( 1) Coiii11ositioii; Teriii; Domicile. There shall be a Public Service Coininissioii in 
tlie executive branch. It sliall consist o r  five members, who shall be elected for overlapping t e r m  
of six years at the time fixed for congressional electioiis from single inember districts establislied 
by law. Tlie coininissioii aiinually shall elect one ineinber as cliairinan. It shall be doiniciled at 
the state capital, but may meet, conduct investigations, and render orders elsewhere in this state. 

(2,) No persoii who has scrvecl as a ineinber of the coiniiiissioii for inore than two aiid one-half 
t e r m  in tliree consecutive t e r m  shall be elected to the coniinissioii for tlie succeeding term. This 
Subparagraph sliall not apply to any person elected to tlie coininissioii prior to tlie effective date 
o€ this Subparagraph, except that it shall apply to any term of service of any such person that 
begins after sucli date. 

(B) Powers and Duties. Tlie coininissioii shall regulate all coininon carriers and public utilities 
aiid have such other regulatory authority as provided by law. It sliall adopt and enforce 
reasonable rules, regulatioiis, and procedures necessary €or tlie discharge of its duties, and sliall 
have other powers and jierforiii other duties as provided by law. 

(C) Limitation. The commission shall have no power to regulate any coiiiiiioii carrier or public 
utility owned, operated, or regulated on tlie effective date of this constitution by tlie governing 
authority of one or inore political subdivisions, except by the approval o f  a majority ofthe 
electors voting in an election held for that purpose; however, a political subdivision may reinvest 
itself with such regulatory power in the inaiiiier in which it was surrendered. This Paragraph sliall 
not apply to safety regulatioiis pei-taiiiiiig to the operation of such utilities. 

(D) Applications, Petitions, and Scliedules; Protective Boiid aiid Security. 

(1) Within twenty days after a coiiiiiioii carrier or public utility files a proposed rate schedule 
which wo~ild result iii a change in rates, it shall give notice thereof by publication in the official 
state jouriial and in the olficial journal of each parish within tlie geographical area i i i  w1iicI1 tlie 
schedule would become applicable. 

(2) Within twelve months aRer the effective filing date, the comiiiissioii shall render a full 
decision on each application, petition, and pioposed rate schedule. 
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(3) After the effective filing date of aiiy proposed scliedule by a public utility wliicli would result 
in  a rate increase, the commissioii may perinit tlie proposed scliedule to be put into effect, in 
whole or in part, pending its dccisioii on the applicatioii for rate iiicrease and subject to 
protective boiid or security approved by tlie coinmission. IC no decision is rendered 011 tlie 
application within twelve inoiitlis after such filing date, the proposed iiicrease may be put into 
elfect, but only if aiid as provided by law and subject to protective bond or security requireinents, 
until filial action by a court of last resoit. 

(4) If a proposed iiicrease which has been put into efrect is filially disallowed, in whole or in pai-t, 
tlie utility shall inalte fd1 r e h d ,  with legal interest tliereon, within tlie time aiid in the inaiiiier 
prescribed by law. 

(E) Appeals. Appeal may be talten in tlie inaiiiier provided by law by aiiy aggrieved party or 
iiiterveiior to the district court of tlie domicile oftlie commission. A riglit of direct appeal from 
any judgineiit of the district court shall be allowed to tlie supreme  COLI^^. These rights of appeal 
shall exteiid to aiiy action by tlie coininissioii, iiicludiiig but not liiiiited to action talteii by the 
coininissioii or by a public utility uiider the provisions of Subparagraph (3) of Paragraph (D) of 
this Section. 

Aiiieiided by Acts 2008, No. 935, $1, approved Nov. 4,2008, eff. December 8,2008. 

d) To be detemiinecl by the Commissio~i. 

a) SECTION IX-34 

Defiiiitioiis - Avoidance of conflicts with 'IJ. S. Coiistitutioii. 

As used in this Article, tlie term "tra~~sportatioii company" shall iiiclude aiiy company, 
corporation, trustee, receiver or any other person owiiiiig, leasing or operating for hire a railroad, 
street railway, canal, steamboat liiie, aiid also any freight car coinpaiiy, car corporation, or 
company, trustee or persons in aiiy way engaged in such business as a coininoii carrier over a 
route acquired in whole or in part under tlie riglit of eminent domain, or under any grant froin the 
Government of tlie United States; tlie term "rate" shall be coiistrued to ineaii rate of charge for 
any service rendered, or to be rendered; tlie teriiis "rate," "charge" and "regulation" shall iiiclude 
joint rates, joint charges and joint regulations, respectively; tlie term "transniission company" 
shall include any coinpaiiy, receiver or other person owning, leasing or operating for hire any 
telegraph or teleplioiie line; the term "freight" shall be construed to ineaii any property 
transported or received for transportation by any transportation company. Tlie term "public 
service corporation" sliall iiichde all traiisportatioii aiid transiiiission companies, all gas, electric, 
heat, light aiid power companies, and all persons, firms, corporations, receivers or trustees 
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engaged in said businesses, aiid all persoiis, firms, corporations, receivers or trustees autliorized 
to exercise tlie right of eminent doinaiii or having a Franchise to use or occupy aiiy right of way, 
street, alley or public highway, wviietlier along, over or uiider the same, in a inaiiiier iiot permitted 
to tlie geiieral public, aiid all persoiis, firms, corporations, receivers aiid trustees engaged iii any 
business which is a public utility or a public service corporation, at the present time or which 
may hereafter be declared to be a public utility or a piiblic service corporation. Tlie terin 
"persoii" as used in  this Article sliall iiiclude individuals, partiiersliips, and corporations in the 
singular as well as plural iiuiiiber; tlie terin "boiid" shall ineaii all certificates or written evidence 
of indebtedness issued by any corporation and secured by mortgage or trust deed. Tlie terin 
"frank" sliall ineaii any writing or tolteii issued by or wider authority of a transinission coinpaiiy, 
entitling the holder to aiiy service ikom such coinpaiiy kee of charge. 

Tlie provisioiis of this Article shall always be so restricted in their application as not to conflict 
with any of tlie provisioiis of tlie Constitution of tlie United States, aiid as i C  the ~iecessary 
liinitatioiis up011 their iiiterpretatiori had been herein expressed iii each case. 

b) No state approval required 

C) SECTION IX-18 

Powers aiid duties - Notice before taltiiig action - Process for witiiesses - Authority of Legislature 
- Municipal powers. 

Tlie Commission shall have tlie power and authority aiid be charged with the duty of supervising, 
rcgulatiiig and coiitrolliiig all transportation and traiisinissioii coiiipanics doing business in this 
State, in all matters relating to the perforinaiice of their prrblic dirties and their charges therefor, 
aiid of correcting abuses aiid preveiitiiig uiijust discrimination and extortion by such companies; 
aiid to that elid tlie Comiiiission shall, froin tiiiie to time, prescribe aiid enforce against such 
coinpaiiies, in the inaiiiier hereinafter autliorized, such rates, charges, classilicatioiis of traffic, 
and rilles and regulations, and sliall rcquire them to establish aiid inaiiitaiii all such public 
service, facilities, aiid coiivcnieiices as inay be reasonable and just, wIiicIi said rates, charges, 
classifications, rules, regulations, and requircinents, the Coinlnission may, fro111 time to time, 
alter or amend. A11 rates, charges, classifications, rules and regulations adopted. or acted upon, 
by any such company, iiicoiisistent with those prescribed by the coimnissioii, within tlie scope o€ 
its authority, sliall be uiilaivful aiid void. The commission shall also have the right, at all times, 
to iiispect tlie boolts and papers of all transportation aiid traiisiiiissioii coinpanies doiiig busiiiess 
iii this State, aiicl to require from such coinpaiiies, froin time to tiiiic, special reports and 
stateiiients, uiicier oath, concerning their business; it slia11 fceep itself fully infor~ned of tlie 
physical condition of all the railroads of the State, as to the iiiaiiiier in which they are operatcd, 
with refereiice to the security aiid accomiiiodatioii of tlie public, aiid shall, froiii time to time, 
iiiaite aiid eiiforce such requireiiieiits, rules, aiid regulations as iiiay be iiecessary to prevent 
Liiijust or unreasoiiable disci imiiiatioii and extortion by aiiy transportation or tiaiismission 
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coinloany in favor of, or against aiiy person, locality, community, connecting line, or ltind of 
traffic, i i i  the matter of car service, train or boat sclieclule, efficiency of transportation, 
transmission, or otherwise, in connection with tlie public duties of such coinpaiiy. Before the 
Coinmission shall prescribe or fix aiiy rate, charge or classification of traffic, and before it shall 
iiialte any order, rule, regulation, or requirement directed against aiiy one or more companies by 
name, the coinpaiiy or companies to be affected by such rate, charge, classification, order, rule, 
regulation, or requirement, sliall first be given, by the Coiniiiissioii, at least ten days' notice ofthe 
time and place, when and where the contemplated action in the premises will be coiisidered aiid 
disposed of? and sliall be afforded a reasonable opportunity to introduce evidence and to be heard 
tliereon, to the elid that .justice may be done, and shall have process to enforce the atteiidaiice of 
witnesses; and before said Commission shall ma le  or prescribe aiiy general order, rule, 
regulation, or requirernent, not directed against any specific company or coiiipaiiies by name, the 
contemplated general order, rule, regulation, or requirement shall first be publislied oiie time in 
substance in one or inore of tlie iiewspapers of general circulation publislied in the county in  
which the Capitol oftliis State may be located, together with tlie notice ofthe time and place, 
when and where tlie Coinmission will hear aiiy objections which may be urged by any person 
interested, against tlie proposed general order, rule, regulation, or requirement; and every such 
general order, rule, regulation, or requirement, iiiade by tlie Commission, shall be published at 
length, in the next aiiiiual report of the Coiniiiissioii. Tlie autliority of the Coinmission (sub,ject 
to review 011 appeal as Iiereinafter provided) to prescribe rates, charges, and classifications of 
traffic, for transportation and transmission coinpaiiies, shall, subject to regulation by law, be 
paramount; but its authority to prescribe any other rules, regulations or requirements for 
corporations or other persons shall be subject to the superior authority of tlie L,egislature to 
legislate thereon by general laws: Provided, However, That nothing in this section shall impair 
the rights which have heretofore been, or may hereafter be, conferred by law ~ipoii tlie authorities 
of aiiy city, town or couiity to prescribe rules, regulations, or rates of charges to be observed by 
aiiy public service corporation iii coiiiiectioii with any services performed by it under a inuiiicipal 
or county fraiichise granted by such city, town, or county, so far as such services may be wholly 
within tlie limits oftlie city, town, or county granting the franchise. Upon tlie request of the 
parties interested, it shall be the duty oftlie Commission, as far as possible, to effect, by 
mediation, the adjustment of claim, and the settlement of controversies, between transportation 
or transmission coiiipaiiies and their patrons or einployees. 

Aineiided by Laws 1985, c. 302, $ 1, efl. Nov. I ,  1985; Laws 1994, c. 315, $ 17, ell. J ~ l y  1, 
1994. 

d) NIA 
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a) MICI-IIGAN PlJBLIC SERVICE COMMISSION (EXCERPT) 

Act 3 of 1939 

460.6:: Definitions; regulation of rates, terms, aiid conditions of attachinents by attacliiiig parties; 
hearing; authorization; applicable procedures. 

(1) As used in this section: 

(a) “Attaching pariy7’ iiieaiis any person, firin, corporation, partnership, or cooperatively 
organized association, other than a utility or a municipality, which seeks to coiistruct attachinelits 
upon, along, tinder, or across public ways or private rights of way. 

(b) “Attacliment” iiieaiis any wire, cable, facility, or apparatus for the transmission of writing, 
signs, signals, pictures, sounds, or other forms of intelligence or for the traiisinissioii of 
electricity for liglit, heat, or power, installed by an attaching party upon any pole or in any duct 
or conduit owiied or controlled, in whole or in part, by 1 or more utilities. 

(c) “Cominissio~i” nieaiis tlie Michigan public service commission created in section 1 

(d) “LJtility” ineaiis any public utility subject to the regulation and control of the coininissioii that 
owis or controls, or shares owiiersliip or control of poles, ducts, or conduits used or useful, in 
whole or in part, for supporting or eiiclosiiig wires, cables, or other facilities or apparatus for the 
transmission of writing, signs, signals, pictures, sounds, or other forins o€ intelligence, or for the 
transmission of electricity for light, heat, or power. 

(2) The commission shall regulate the rates, terms, and coiiditions o€ attachments by attaching 
parties. The coiiiinissioii, in regulating the rates, terms, aiid conditions of attachments by 
attaching parties, shall not require a hearing when approving the rates, terms, and conditions 
unless the attaching party or utility petitions the coiniiiission for a hearing. The coiniiiission shall 
ensure that the rates, terms, aiid conditions are just and reasonable aiid shall coiisidcr the interests 
of the attaching parties’ custoiners as well as tlie utility and its customers. 

(3) An attaching party shall obtain any ncccssary authorization before occupying public ways or 
private rights of way with its attachment. 

(4) Procedures uiider this section shall be thosc applicable to any utility whose rates charged its 
custoiiiers are regulated by thc coinmission, iiicludiiig the right to appeal a fiiial decisioii of the 
commission to the courts. 

b) No state approval required 

c) MICHIGAN PUBLJC SERVICE COMMISSION (EXCEWT) 
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460.4 Micliigaii public service commission; rights, privileges, and jurisdiction; meaning o f  
certain references; review of order or decree. 

The Michigan public service commission sliall have aiid exercise all rights, privileges, and tlie 
jiirisdictioii in all respects as has been conferred by law and exercised by the Michigan public 
utilities coinmission. Where reference is or lias been made in aiiy law to the “commission”, tlie 
“Michigan public utilities commission”, tlic “Michigan railroad commission”, that reference 
sliall be construed to ineaii tlie Michigan public scrvice coinmission except that with respect to 
railroad, bridge, and tmnel companies, that reference shall be construed to iiiean the state 
transpoi-tatioii department. Any order or decree of tlie Michigan public service comiiiission shall 
be subject to review in the manner provided for in section 26 or  Act No. 300 of tlie Public Acts 
of 1909, being section 462.26 of the Michigan Compiled Laws. 

d) NIA 

a) $24-1 -2. Definitions. 

Except where a different nieaiiiiig clcarly appears froin tlie context thc words “public utility” 
when used in this chapter shall inean and include any person or persons, or association of 
persons, however associatcd, whether incorporated or not, including municipalities, engaged in 
any business, whether herein enimierated or not, which is, or shall hereafter be held to be, a 
public service. Wlieiiever in this chapter the words “coininissioxi” or “public service commission” 
occur sucli word or words sliall, tinless a different intent clearly appears from tlie context, be 
talteii to mean the public service comiiiission o f  West Virginia. Wlieiiever used in this chapter, 
”custoiiier“ sliall mean and iiiclitde any person, firm, corporation, municipality, public service 
district or any other entity who purcliases a product or serviccs of aiiy utility and shall include 
any such person, firm, corporation, municipality, public scrvice district or any other entity who 
pcircliases such services or product for resale. 

b) Application pending in Case No. 10-0577-E-PC 

e) WEST VIRGINIA CODE 
CHAPTER 24. PUBLIC SERVICE COMMISSION. 

ARTICLE 1. GENERAL PROVISIONS. 

$24- 1-1. Legislative purpose and policy; plan for internal reorganization; promulgation of plan 
as rule; cooperation with ,joint committee on goveriinient and fiiiance. 
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(a) It is the purpose aiid policy of tlie Legislature in enacting this chapter to confer upon the 
public service coininissioii of this state tlie authority aiid duty to enforce and regulate the 
practices, services and rates of public utilities in order to: 

(1) Eiisure fair aiid prompt regulation of public utilities in the interest of the using and 
coiisumiiig public; 

(2) Provide the availability of adequate, economical and reliable utility services throughout tlie 
state; 

(3) Eiicourage the well-plaiiiied developinelit of utility resources in a inaiiiier coiisisteiit with 
state needs and in ways coiisisteiit with tlie productive use of the state's energy resources, such as 
coal; 

(4) Ensure that rates and charges for utility services are ,just, reasonable, applied without unjust 
discriiiiiiiatioii or preference, applied in a iiiaiiiier consistent with tlie purposes and policies set 
forth in article two-a of this chapter, and based primarily on the costs of providing these services; 

(5) Encourage energy coriservatioii aiid the effective atid efficient inaiiageinent of regulated 
utility enterprises; and 

(6) Eiicourage aiid support open and competitive inarltetiiig of rail carrier services by providing 
to all rail carriers access to tracks as provided iii section three-by article three of this chapter. It is 
the purpose of the Legislattrre to remove arlificial barriers to rail carrier service, stimulate 
coinpetitioii, stimulate tlie free flow o€ goods and passengers throughout the state and promote 
tlie expansion o€ tlie touiist industry, thereby improving the economic coiiditioii of the state. 

(b) Tlie Lxgislature creates tlie public service coininissioii to exercise tlie legislative powers 
delegated to it. The public seivice commission is charged with tlie responsibility for appraising 
and balaiicing the interests of curreiit and ftiture utility service customers, tlie general interests 01 
the state's ecoiioiny and the interests of the utilities subject to its jurisdiction in its deliberatioiis 
and decisions. 

(c) The Legislature directs tlie public service coiiiiiiissioii to identify, explore aiid consider tlie 
potential benefits or risks associated with emerging and state-of-the-art concepts i i i  utility 
iiianageiiient, rate design and conservation. Tlie coininissioii may coiiduct inquiries aiid hold 
hearings regarding such concepts in order to provide utilities subject to its juriscliction aiid other 
interested persons the opportunity to coiiiiiieiit, and shall report to tlie governor and the 
Legislature regarding its liiidiiigs aiid policies to each of these areas iiot later than 1-he first day o f  
the regular session of tlie Legislatrrre in the year one thousand nine hundred eighty-five, aiid 
every two years thereafter. 

(d) It is legislative policy to eiisure that tlie Legislature aiid tlie geiicral public becoine better 
iiiforined regarding the regulation of public utilities in this state aiid the coiiduct of the business 
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of the public service commission. To aid in the achievement of this policy, the public service 
con~~~iissioii annually shall presciit to tlie joint committee on governinent aiicl finance, created by 
article three, chapter four of this code, or a subcoiiiinittee designated by tlie joint committee, a 
inaiiageiiient suiniiiary report which describes in a coiicise manlier: 

(1) The major activities of the coininissioii for the year especially as such activities relate to the 
iiiipleineiitatioii of the provisions of this chapter; 

(2) Important policy decisions reached and initiatives undertalteii during the year; 

(3) The current balance of supply and demand for natural gas am1 electric utility services in tlie 
state aiicl forecast of the probable balance for the next ten years; and 

(4) Other iiiforiiiatio~~ coiisidered by the commission to be iinportaiit including recominendations 
for statutory reform and tliereasoiis for sucli recommendations. 

(e) In addition to any other studies and repoi-ts required to be conducted aiid made by tlie public 
service commission p~rs~iai i t  to any other provision ofthis section, tlie coiniiiission shall study 
and initially report to tlie L,egislature 110 later than tlie first day of tlie regular session of tlie 
L,egislature in the year one thousaiid nine hiidred eighty, upon: 

(1) Tlie extent to which natural gas wells or wells heretofore supplying gas utilities in this state 
have been capped off or shut in; the number of sucli wells, their probable extent o€ future 
production aiid the reasons given aiid any justification for, capping off or shutting in such wells, 
the reasons, if any, why persons engaged or lieretofore engaged in the developiiient o f  gas wells 
in this state or the Appalachian areas have been discouraged Gom drilling, developing or selling 
the production o€ siich wells and whether there are fixed policies by any utility or group of 
utilities to avoid the piircliase of natural gas produced in the Appalachian region of the United 
States generally and in West Virginia specifically. 

(2) Tlie extent of the export aiid iiiipoi-t of natural gas utility supplies in West Virginia. 

(3) The cuinulative effect of the practices ineiitioiiecl in subdivisions (1) and (2,) o f  this 
subsection tipon rates theretofore atid liereafter charged gas utility customers in West Virginia. 

In carrying out the provisions of this section the coiiiiiiissioii shall have jurisdiction over such 
persons, whether public utilities or not, as may be in the opinion of tlie coiiiinissioii necessary to 
the exercise of its maiidate aiicl may compel attendance before it, take testimony under oath aiid 
compel the procluction of papers or other documents. Upon reasonable request by tlie 
coiiiinissioii, all other state agencies shall cooperate with the coininissioii in  carrying out tlie 
provisioiis aiid requireineiits o f  this subsection. 
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(0 No later than the first day of the regular session of the L,egislature in tlie year one thousand 
nine hundred eighty, tlie public service coiniiiissioii shall submit to the Legislature a plan for 
internal reorgaiiizatioii which plan slid1 specifically address the following: 

( I )  A division witliiii the public service coinmissioii wliicli shall iiiclude the office o f  the 
coiiiiiiissioiiers, tlie hearing exainiiiers and such suppoi-t staff as may be necessary to carry out 
the fbictioiis of decision iiiakiiig and geiieral supervision oftlie coiniiiissioii, which fimctions 
shall not iiicltrde advocacy iii cases bcfore the commission; 

(2,) The creation of a division which shall act as an advocate for the position of and in tlie interest 
of all customers; 

(3) The iiieaiis aiid procedures by which tlie division to be created pursuant to tlie provisions of 
subdivision (2,) of this subsection shall protect the interests of each class of customers and the 
iiieans by which the coiniiiission will assure that such division will be fiiiaiicially aiid 
depai-tineiitally indepeiident o f  the division created by subdivision ( I )  or  this subsection; 

(4) The creation of a division within the public service coinmission which shall asstline the 
duties and responsibilities iiow charged to the coininissioiiers with regard to motor carriers wliicli 
division shall exist separately from those divisions set out in subdivisions (1) and (2) of this 
subsection aiid which shall relieve the coininissioiiers of all except iiiiiiimal administrative 
responsibilities as to motor carriers and which plan sliall provide for a hearing procedure to 
relieve the coinniissioiiers froin hearing iiiotor carrier cases; 

(5) Whicli members of tlie staff of the public service coinmission shall be exeiiiptcd from the 
salary schedules or pay plan adopted by the civil service coinmission aiid identify such staff 
meinbers by job classification or designation, together with tlie salary or salary ranges for each 
such job classification or designation; 

(6) The inaiiiier in which the coinmission will streiigtlicn its Iuiowledge and independent capacity 
to analyze key conditions and trends in the indrrstries it regulates extending fioin geiieral industry 
analysis am1 supply-deiiianrl forecasting to coiitinuiiig and more thorough scrutiny ofthe 
capacity planning, construction management, operating performance and fiiiancial condition of 
the major coiiipaiiies witliiii these iiidustries. 

Such plan sliall be based on the coiiccpt that each of the divisions ineiitioiied in subdivisions (I), 
(2) and (4) of this subsection sliall exist independently oftlie others and the plan shall discourage 
ex parte coiiiiiiLiiiicatioiis between them by such ineaiis as tlie coiiiinission sliall direct, iiicludiiig, 
but not limited to, scparatc clerical and professioiial staffing for each division. Fuither, the public 
service coinmission is directed to incorporate within the said plan to the fullest extent possible 
tlic recommeiidations presented to the subcoininitlee on the public service coinmission of the 
joint comniittee on government and filialice in a filial report dated February, one thousand nine 



KPSC Case No. 201 1-00042 
Commission Staffs Fourth Set of Data Requests 
Order Dated March 22, 2012 
Item No 14 
Attachment 1 
Page 18 of 19 

Iiuiidrec-1 seventy-nine, aiid eiititled "A Plan for Regulatory Reforin and Management 
Iinprovement. " 

TIic commission shall before tlie fiBIi day of January, one thousand nine litiiidred eighty, adopt 
said plan by order, which order shall proinulgate the same as a rule of tlie coininissioii to be 
effective upon tlie date specified in said order, which date sliall be iio later thaii tlie thirty-iirst 
day of Deceinber, oiie tiiousaiid nine hundred eighty. Certified copies of sLrch order and rule sliall 
be filed on the first day oftlie regular session of tlic Legislature, one thousand nine liuiidred 
eighty, by the cliairinaii oftlie coininissioii with tlie clerk or  each house of tlie Legislature, the 
governor aiid tlie secretary of state. The chairman ofthe coinmission shall also file with tlie 
office oftlie secretary of state tlie receipt o i  tlic clerk of each house aiid of tlie governor, which 
receipt shall evidence coinpliaiice with this section. 

Upon tlie filing of a certified copy of sucli order aiid rule, tlie clerk oE each house of the 
Legislature sliall report the same to their respective liorises aiid the presiding officer thereof sliall 
refer the saine to appropriate standing coininittee or committees. 

Within tlie liinits of fuids appropriated tlierefor, tlie rule of tlie public service commission shall 
be effective upoii the date specified in the order oF tlie cominissioii proinulgating it unless an 
alternative plan be adopted by geiieral law or unless the rule is disapproved by a concurrent 
resolution of the Legislature adopted prior to adjouriimeiit sine die of the regular session of the 
L,egislature to be held in the year oiie tliousaiid nine liuiidred eighty: Provided, That if sucli rule 
is approved in part aiid disapproved in part by a concurrent resolutioii of [lie Legislature adopled 
prior to sucli adjouriimeiit, such rule shall be effective to tlie exteiit and only to the extent that the 
saiiie is approved by sucli coiicurreiit resolution. 

The rules promulgated and iiiade effective pLtrsuant to this section sliall be erfective 
iiotwitlistaiidiiig aiiy other provisioiis of this code for the proinulgation of rules or regrilatioiis. 

(g) Tlie public service coininissioii is hereby directed to cooperate with the joint coiiiiiiittee 011 

government and finance of tlie Legislature in its review, exainiiiatioii and study of tlie 
administrative operations aiid eiiforceineiit record of the railroad safety division of tlie public 
service coininissioii and any similar studies. 

(11) (1) The Legislature hereby finds that rates for natural gas cliaigcd to customers of a11 classes 
have risen dramatically in recent years to the extent that such increases have adversely affected 
all customer classes. Tlie Legislature fullher finds that it must take action nccessary to i-nitigatc 
tlie adverse consequences of these draiiiatic rate iiicrcases. 

(2) Tlie Legislature further liiids that the practices of natural gas utilities i i i  purchasing Iiigli- 
priced gas supplies, in p~ircliasing gas supplies fioiii out-of-state sources wlieii West Virginia 
possesses abuiidaiit natural gas, and in securing supplies, directly or iiidirectly by contractual 
agreeiiieiits iiiclLidiiig take-or-pay provisions, iiideliiiite price escalators, or most-favored nation 
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clauses have contributed to tlie dramatic iiicrease iii natural gas prices. It is tlierefore the policy 
of the Legislature to discourage such purchasing practices in order to protect all customer 
classes. 

(3) 'The Legislature frrrtlier finds that it is in the best inkrests of the citizens of West Virginia to 
eiicourage the transportation o€ nattural gas in intrastate coininerce by interstate or intrastate 
pipelines or by local distribution companies iii order to provide competition in the natural gas 
iiidustry and in order to provide natural gas to consLiiiiers at the lowest possiblc price. 

(i) The Legislature fill ther fiiids that transactions between utilities and affiliates are a 
contributing factor to the iiicrease in iiatural gas and electricity prices and teiid to confuse 
consideration of a proper rate o€ return calculation. Tlie Legislature therefore fiiids that it is 
imperative that tlie public service coininissioii have the opportunity to properly study the issue of 
proper rate of ret~irii for lengthy periods o€ time and to liiiiit the return of a utility to a proper 
level \vheii coinpared to return or profit that affiliates earn on transactions with sister utilities. 
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STATE OB INDIANA 

TEE EXTENT NECESSARY, OF 

PURSUANT TO IC 36-2-2-23. 

On March 1, 201 1, Joint Petitioners, AEP Indiana Michigan Tiaiisniission Company, lnc. 
(“IM Transco”) and Indiana Miclligan Power Company (“T&M’ or “Conipany”) filed their Joint 
l’ctitioii with the Indiana IJtility Regulaloi y Coiiimissioii (“Conxi~s~ioii”) iilitiatiiig this matter. 
On March 1, 2011, TM Transco and I&M also filed their prepared testimony a id  exhibits 
constitutllig Joint Petitioners’ case-in-chief. On April 5, 20 11, the Coinmission issued a 
Preheai ing Coii€erciice Ordei which, aiiiong other tlriiigs, established a proccdural schedule €or 
this Cause. On May 20, 201 1, IM Transco and I&M filed their prepared supplemental testiniony 
and exhibit. h accordance with docltet entries dated June 16 and July 19, 201 1, Joiiit Petitioners 
and tlie Indiana O-fficc o€ IJtility Consuiiw Couiiselor ((‘OUCC’’) filed a Settlement Agreenietit 
on July 18,201 1 and supporting testimony on Tuly 22, 201 I .  

Piu-sumt to notice given and published as required by law, proof of which was 
iiicoipoiated into tlie recoid of this Causc by iefeieiice and placed in the o€ficial files oE the 
Conmission, a public hearing was held on August 16, 201 1 at 9:30 am.  in Room 224, 101 West 
Washington Street, Tndianapolis, Indiana. At the heaing, IM Tlansco, I&M and the OLJCC 
appeared by counsel. The padies’ evidence &as adnrilied into evidence without objection. No 
iiieinbeus of the general public appeared. 

??le Conmission, based upon the applicable law and the evideiicc o r  record, now h d s  as 
roiiows: 
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1, Notice and Jurisdictism. Proper notice OP the public hearing in this Cause was 
published as provided by law. IM Tiansco plans to engage in providing electiic traismission 
service and facilities a id  to own, operate, manage and control plant and equipment within 
Indiana for the transmission of electricity at wholesale. These activities f‘all within tlie plain 
language of the teiiii “public utility” under hid. Code fj 5-1-2,-1. IBtM is engaged in rendering 
electric service in tlie State o r  Indiana and owns, operates, manages and controls plant and 
equipment within the State of Indiana that are used for the generation, traismission, delivery and 
furnishing or  such service to the public. T&M provides electric service to approximately 457,000 
customers within tlie State of Indiana. I&M is also a “public utility” as defined in Ind. Code 3 8- 
1-2-1. IM Transco air1 IBcM are each subject to the jurisdiction of‘ tliis Commission in the 
niamier and to the extent provided by the Public Service Commission Act, as amended. The 
Conmiissioiz has jurisdiction over Joint Petitioners and tlie sub; ect matter oE this pi oceediiig 111 
the rncvllier and to the extent provided by tlie law o€ the State of Indiana. 

2. Joint Petitioners9 Characteristics. 134 Transco is a wholly-ow11ed subsidiary 
of ~e American Electric Power Transmission I-Iolding Company, LLC. (“‘AEPHoldco”), which 
is a wholly-owned subsidiary or  American Electric Power Company, Inc. (“AEP”). U% Trarisco 
is a corporation organized and existing under the laws of Ihe State of Indiana, with its principal 
office at 1 Riverside Plaza, Columbus, Ohio. I&M is a wliolly owned subsidiary of AEP and a 
corporation 01 ganized and existing under tlie laws of tlie State of Indiana, with its principal office 
at One Summit Square, Fort Wayne, Indiana. TJulike I&M, IM Transco will not provide retail 
services to customers within Indiana. IM Transco’s transmission seivice is subject to replatory 
oversight by the Federal Energy Regulatory Commission (“FERC”). Specifically, PJM 
Intercoiuicction, LLC (,‘PM’) will bill Load Serving Entities (“LSES’~) within PJM, including 
the AEP conipaes ,  municipalities, electric cooperatives and 0 t h  LSEs for IM Transco’ s 
transmission seilrice based on FERC-approved tariffs. 

3. Relief Sought. Joint Petitioneis request Coinmission approval, to tlie extent 
necessary, or IM Transco’s status as a transmission only public utility; authority to maintain IM 
Transco’s books and records outside the State of Indiana; and €01 tlie Commission’s consent to 
Boards of County Conimissioners of’ all hdiana counties to grant IM Traiisco such licenses, 
pennits or franchises as may be necessary €or IM Transco to use couiity roads, highways or otlicr 
propel ty and public right-ol-way foi- the provision of its services and facilities pursuant to hid. 
Code fj 36-2-2-2’3 Three afliliate agreements filed with the Coinmission pursuant to Jiid. Code 3 
8-1-2-49 have also been presented in this Cause. 

4. Joint Pcti$ioners9 Case-In-Chieff, Mr. Paul Chodalc 111, Piesident and ClzieC 
Operating Of‘ficcr for IRLM, discussed the major challenges €acing IStM, including a substantial 
capital expenditure progmni for generation neccssaiy to nieet the needs or I&M’s customers €or 
affordable, reliable service and for enviroiuncntal controls to comply with regulatory 
requii emcnls of goveimiienial agencies such as the 1J.S. Enviroimiental Protection Agency 
(“EPA”) and tlie Noi* h ie r ican  Electric lieliability Corporation (“NERC”). I-le discussed 
I&M’s conceiii hat tlie impact of these challenges could cause a downgadc in the Company’s 
debt ratings a id  subsequently a greater cost o€ debt. Mr Cliodak explained that tliese concerns 
caused the Company to look at ilnancial solutions outside of its tiaditional way of doing 
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business. He explained why fhe formation 01 IM Transco, particulai-ly in light of the financial 
cliallenges I&M is managing, would benefit I&M aid its customers. 

Ms. Lisa M. Barton, Senior Vice President Transinission Strategy and Business 
Development for American Electric Power Service Coiyoration (“AEPSC”) and officer of 
several AEP affif iates, provided an overview of the AEP Transmission Company, LL,C 
(”AEPTCo”) coqmate structme, discussed the business i*ationale and benefits associated with 
the creation of LM Transco, described various services to be provided hy AEP affiliates to IM 
Transco, discussed the selection process for transinissioii projects to be owned by IM Traiisco, 
and discussed IM Trmsco’s ~neinbershii:, in P M .  Ms. Bai-ton also discussed hlw Transco’s 
request to maintain its books and records in Columbus, Ohio. 

Ms. Barton echoed Mi. Cliodak’s view that I&M is facing significant pressure to 
niaintaiii its ciedit iatings at a time when capital spending needs are significant across all areas of 
tlie utility business and are projected to persist over the next decade She stated the Company’s 
traisinission system is expected to iequire a sustained level o l  iiivestinent to meet custonie~s’ 
needs and NERC requirements, as well as PJM iequireiiients She explained that in addition to 
new transinissioii pmjects that are inandated or required for compliance, tlie existing 
transmission grid is aging and various iinprovenients to, and replacements of, existing facilities 
will be requiied. She stated I&M’s inability to make all reasonable improvements to the system 
when capital is tightly constrained can result in projects which ale not of inmediate necessity 
being defeixxl She testified the operation of IM Transco will alleviate some oT these capital 
constraints. In her view, the operation of IM Transco will have an indiiect benefit on the 
reliability o.f the gcueration arid distribution system became the capital demands of inandated 
transmission projects may limit the amount or  available capital for other needed inr~eshients by 
I&M, including geiicration and distribution projects 

Ms. Bai-lon testified that as a company €ocused only on making tI-ansmissioii investments, 
IM Transco will be able to pursue certain transinission only projects in Indiana without being 
limited by the hnrling levels available within I&M. She added that this will pIovide long-term 
bcnefits to Indiana customers by relieving I&M of the burden of incurring debt and equity 
fitlancing for those piojects, and preserving debt issuance capacity Tor other nceds.. 

Ms. Barton explained the p~ocess by which the AEP transmission system is plmied and 
operated today, and elaborated on the types of tiaismission investments that will upgrade and 
iinprove the tiammission grid, specifically as it ielates to Indiana. Ms. Bai-loii explained that 
Indiana’s transmission system is unique with respcct to its location because in addition to serving 
major load centeis, it is at the crossroads o€ two majoi energy markets (i e ,  FIM and Midwest 
KO). Consequently, the reliability of Indiana’s transmission grid is critical to the entire region 
aid is also iiiflucnced to a gieatei exleiit by the frequent changes and variations that occui on the 
system. Ms. Barton testified tliat while deinand has slowed somewhat wilh the iecent econoinic 
dowiitum, overall load continues to increase. She stated there have been a number of iiew 
industrial and coiiuiieicial customer icquests €01 electric service fioin AEP’s transinission 
system, which requjie new and upgraded ti ansmission facilities, iiicluding new lines, substations, 
and meteis. Ms. Barton explained that the Indiana traiisinissioii system will iequiie significant 
replacements o€ tratisinission facilities in the &tule and discussed the impact that iiew 

3 
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generation, especially in the more remote areas of the state with high wind potential, has on h e  
Indiana transmission system 

Ms. Hai-toii also described the efkct that wholesale power niarlcets have on the 
transinissioii system in Indiana and explained that to address reliability and congestioii coiiceiiis, 
the AEP Transmission Department (“‘AEPTransinission‘’), a business unit of REPSC, forecasts 
investiiicnts in thc transmission systcni in I&M’s service territory will iange fiom $100 to $150 
million per yea1 over tlie next ten years. She added that of this amount, 65% 01 more of the 
contemplated projects would lilccly qualify for IM Transco to develop under tlie AEPTCo Project 
Selection Guidelines (“PSG”). Ms. Barton testified that the PSG, provided as Exllibit LMB-1 to 
Joint Petitioners’ Exliibit 2, will be used to deterniine which facilities will be developed by the 
AEP transmission conipanies and which will be developed by tlie M P  operating coiiipanies. She 
stated the PSG will be used by AEPTransmission personnel to designate projects and provide a 
clear physical demarcation between potential assets of the AEP transmission conipanics and 
asscts o€the REP operating companies. 

Ms. Qai-ton discussed how the creatioii of IM Tiansco will affect the ownership and 
opeiation OC tlie AEP transmission system in Indiana. She explained that TM T I ~ ~ S C O  will 
develop, construct, own and operate certain new transmission facilities inteiconiiected to existing 
transmission facilities owned by I&M, other AEP electric utility operating coiiipiiies, other 
AJ3P‘TCo subsidiaries and unaffiliated third p a 1 - h  within the PJM footprint. As a result, niucli 
of the new transmission investment in Indiana will be owned by IM Transco instead or by I&M. 
She said that I&M will retain ownership of all transniission assets cui-rently in service. However, 
Ms. Bairlon explained that should I&M propose in the future to pursue transferring any OF its 
transmission assets to IM Transco, prior approvals will be sought from the appropriate regulatory 
agencies including Ilie Commission, the Michigan Public Service Commission, and tlie FEAC. 
She fui-tlier stated there will be no change in tbe plamiiig, operation aid iiiaintenance of thc 
transnlission system because the services piovided to IM Transco will be through the same 
service pi-ovideis and will be adininistercd in the same iiianner that these services are being 
provided today. She also discussed the financial viability of IM Transco and explained that IN 
Transco will be able to rely on the managerial, techilical, engineering, financial and transmission 
system experlise of I&M, AEPTransnlission and AEPSC to ensue seamless operation ol‘ 
lransnlission services across both l&M and IM TI-ansco. 

Ms. Barlon explained that the M P  tiaiismission system will contkue to be planned by 
AEPTransmission and PJM in a manner that is consistent with tlie approved regional planning 
proccsses in place today. She stated that AEPTransmission will participate 011 behali oE IM 
Transco in PJWs open, transparent planning processes, just as AEPTratismissiori does today on 
behalf of I&M, thus ensuring that AEP has a consistent voice witinin thc PJM processes Ms. 
Barton further explained that IM Transco will not have any advantages over any participant in 
the PJN plaiming processes, which ensures transparency and coordination though existing 
stakeliolder processes. 

Tlil-ough hcr suppleiiiental testimony Ms. Barton presented a Joint License Agieenicnt 
between I&M and Ihd Traiisco, wl&A provides a joint license lo I&M and JM Ti-ansco to attach 
10 or occiipy the otlier party’s Cacilities, equipment and real propcrty for the purposc of 
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maintajiiing arid removing their respective facilities and equipment. 

Mi. Jerald R.  Boteler, Jr., Director, Corporate Finance of AEPSC, discussed tlie primary 
fiiiaiicial ieasons behind tlie formation of‘ IM Transco as a vehicle to iiialte incremental additio~is 
to the existing trammission system. He elaborated on the need for I&M to work pioactively to 
prevent a downgrade in its credit rating due to its significant capital needs and the resultant 
increase in debt costs to customers. Mr. Boteler opined that adverse impacts on I&M’s financial 
condition and credit rating nietrics could be avoided or nlitigated if certain transmission system 
additions were instead constructed and financed through IM Transco. He testified that IM 
Transco will rely on AEPSC and AEPTransniission for operational, technical, nianagerial and 
financial resources. Mr. Boteler noted IM Transco’s management of a single type OP electrical 
asset, as opposed to opeiating tlu-ce types of major electric,al assets, will attract certain investors 
seeldng fixed-income investments with these attiibutes. As a result, Mr. Boteler said that IM 
Transco will have wider access to capital for utility projects. Mr. Botclcr concluded that over a 
period of tinie. AEPTCo should be alde to develop a strong credit prolile as it builds new 
transmission assets and places them into scrvice. I’Ie added that by fieeing I&M of the equity 
and debt capital raising burden, IM Transco will provide I&M with grealer control of its annual 
expenditures, wlLicli in turn will enable I&M to better manage its credit ratios. Mr. Boteler stated 
the chaz-acteristics of IM Transco should help I&M obtain improved and broader access to debt 
capital over time, with any long-term Fiancing benefits ultiiiiately benefiting customers. 

Mr. Rlioderick C. Griftin, Manager, Regulated Accounting, of AEPSC, discussed the 
services to be provided by T&M and AEPSC to IM Transco pursuant to the corresponding 
service agreements filed with the Commission. I-le explained tlie seivice agr eernents are 
modeled after those in the existing service agreement in effect between AEPSC and I&M. He 
explained that bemuse the var-ious services provided by and tlx-ough AEP-affiliated service 
providers to IM Transco will be provided at cost and because services will be allocated on a cost- 
responsibility basis, IM Transco will receive cost-effective services under these mangements on 
a basis Qat is fair and reasonable to tlie respective REP-affiliated service providers. I-le opined 
each service agreement includes reasonable terms and conditions, does not give either party an 
undue advantage over the oilier party and does not adversely affect tlie public in Indiana. Mr. 
Griffin described the controls and oversight employed by AEPSC to ensure the proper 
accounting and billing of costs to affiliates, including (1) accounting system controls, wlrich 
ensure that tlie accounting systems are operating correctly and that the iiiechanical processing is 
accurate; (2) management oversight, including review of the monlhly AEPSC bill; and (3) audit 
and reporting oversight, which includes both internal and extenial audits perfomled on AEPSC, 
as well as state and regulatory reporting requirements. 

Mi. Joshua D. Budcliolder, Manager, Traiistiission Strategy and Business Development 
for &PSC presented an illustiatire pio foirna analysis conipaiing Indiana retail jurisdictional 
cost of seivice for a transmission investment of $300 niillion under a Transco Build scenario 
versus an Opeiating Company Build sccnaiio He cxplaincd that llis pro foima analysis 
calculates the Indiana jurisdictional cost of scrvicc iesulting horn a $300 million AEP Zone 
transmission investment, $60 inillion o€ which is assumed to be made in T&M’s territory I-le 
illustiated h ~ ) w  the costs of the transmissioii investmcnt flow to I&M ‘and ultiniately to the 
Indiana juiisdiction. Mr. Burh-holder also explained the Network Integration Transmission 
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Seivice costs and billing of charges under the two scenarios modelcd. I-IC slated the diffeience 
between the two scenarios of $0.23 inillion in tlie Indiana juriscliction is expected to diminish, or 
possibly revel-se, over time. 14e added tliat the lowcr cost of debt will lower IM Transco’s 
revenue requirement, wlicli will be reflected in I&M’s cost of seivice. More iinpoi-tmtly, lie 
stated, IR/I Transco can assist in alleviating some of tlie approaclGng financial pressures on I&M. 

Mr. Scott M. IG-awec, Director of Regulatory Seivices for I&M, discussed the distinct 
roles o€ I&M’s participation witliin PJM a id  how these roles will be a€fected by the foi-niation of 
IM Transco. 1vLr. Kxawec testified I&M will continue to own transmission assets and will 
continue to recover its transmission costs in PJM in tlie same maimer as it does today, but that 
ownership in future transmission investments was expected to changc. However, Mr. Kj-awec 
stated he did not expect the charges I&M incurs for the provision of transmission service to retail 
customers to change si,gpificantly due to the formation of IM Tiansco. I-Ie explaincd that 
because I&M and IM Transco have similar FERC approved foiinula rates hi the PJM Open 
Access ‘Transmission Tariff (“OATT”), the incremental LSE cliarges to I&M for wholesale 
tiansmission service received from PJM will not be significantly differcnt for new transmission 
investments rega-dless o f  whether I&M or TM Transco makes the investment. 

Mr. I<mwec also explained that transmission owners in PJ’M recover their transmission 
investment costs by submitting an aiuiual revenue requirement to PJM based on their 
transmission investment costs in accordance with the PJM-OATT He stated PJM then charges 
transmission use1 s under the OATT to collect the revenue requirement. He added that revenues 
collected from trarisrnission users are distributed by P.JM to the transmission owners based on 
tlieir inclividual OATT revenue requirement. Mi-. Kmwec stated IM Tiansco will €0110~ the 
sane steps to recover its transniission costs as would any other transmission owner in PJM. 

Mr. I<mwec testified because I&M is an LSE witliin P M ,  I&M is cliarged .for regional 01- 
”system” transmission costs based on I&Ms usage of the transniissiori system. He explained tlie 
revenue requirement I&M presented in its most recent Indiana basic rate case, Cause No. 43306, 
was developed &om a cost of service that included an Indiana jurisdictional share of costs and 
credits from I&M’s traditional embedded cost of transmission. Additionally, as a result of the 
order in Cause ]\lo. 43306, I&M has a PJM Cost Rider that tracks the portion of the PJM-OATT 
transmission costs that are regional in nature, but does not track the costs tliat are zonal in nature, 
Le., AEP Zone OATT transmission costs. He said that I&M plans to include in its next Indiana 
basic rate filing revenue requirement, the recovery of I&M’s share of the reinailling PJM-OATT 
transmission costs that are zonal in nature and are charged to I&M by PJM to serve I&M’s 
Indiana retail load.. 

Mi-. ICxawec explained witness Burlcholder’s pro foi-ma analysis shows that, under current 
conditions, the annual transmission costs are only sliglitly Iuglier for tlie same investments if 
macle by the transmission coinpany rather than tlie operating compny. lie explained the 
difference would equate to an increase of less than $0.02 to a retail customer using 1000 kWh 
compared to the increase per month if the investment was made by tlie operating companies. He 
reiterated witness Boteler’s view that there are reasons to believe this difference will diminish 
over time and possibly reverse. 
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5. Settlement Agreement and S~tppo~ti~~iag Testkmmp. The Setileinent Agi eeineiit 
was entered into by all parties to this proceeding. The Setdement Agreement provides that it 
I-esolves all rnatlers pending before the Commission in this Cause and is supported by substantial 
evidence. 

A, IM Traasco. Mr. Burlcholder suiimaized the teirus of the Settlement 
Agreement. He explained tlic Settlenient Agreenient provides for Conmission approval of IM 
Transco’s status as a tiansmission only public utility in Indiana, which includes the right to 
exercise tlie power of eniinent domain. The Settlement Agreenient fiu-tlier povides €or tlie 
Comnission to give its consent to Boards of County Coinniissioners of all Indiana counties to 
grant IM Tiaiisco such licenses, perillits or franchises as inay be iiecessary lor IM Transco to 
occupy and use county roads, highways and other public rights-of-way for the provision of its 
seilrices and facilities pursuant to Ind. Code 5 36-2-2-23. I-le explained that to ensure tlie 
operations of IM Transco are transparent and accountable, the Settlement Agreement establishes 
an annual reporting requirement regarding a number of aspects of XM Transco’s investments, 
operations and benefits. He stated this repoit will help the Conxnission arid the OUCC ensure 
IM Transco delivers on its conmctment that, from a system planning and operational standpoint, 
there will be no change in how things work today. 

Mr. Burlcholder explained the annual repoil. required by the Setllenient Agreement will 
include detailed information about IM T~ansco’s completed, in progress and future planned 
projects, including, but not liniited to, the description, purpose, key target dates and cost of each 
pioject. For projects that are Ui progress, tlie repoi-t will include infoimatioii about the cost and 
estimated completion percentage to date. E-Te also stated tlie report will include qualitative 
inforniation about each project, including: if the project was assigned by PJM or identified by 
AEP; what other altcmatives were considered in planning tlie project; the inclusion of any Smart 
Grid technologies in the project; and a description of the application of the PSG for tlie vaious 
project components oc the transmission project.’ 

Mr. Burlholder testified the anriual report will also include infomation rcgar-ding long 
teim debt issuances by AEP Transco or any of the AEP Traiisco subsidiary companies, including 
TM Ti-ansco, made in the last calendar year, including in€oormation comparing tlie cost of debt and 
underlying spread veisus tlie comparable U.S. Ti-easury bond to those of any issuance, within 30 
days before or after the date of the Transco’s issuance, by other vertically integrated utility 
companies within one credit iating level up or down of I&M, as defined by Moody’s and S&P. 
He said this idormation will help the Coinmission and QUCC evaluate if IM Transco delivers 
tlie financing benelits described by witness Boteler in his diicct testimony. 

Mr. Burkholder stated the annual report will include charts showing for each of the 
subsidiary coni~~aiiies of UPTCo,  including IM Transco, tlie annual capital investinent and 

Mr. Burldiolder pointed out that Smart Grid technologies are priniaily associatcd with the clect-ric distribution 
system and this reporting requiIernent should not be interpreted as m indication that I&M or IM Transco plans 
widespread deployment of any Srnait Grid techiioloyies Lo the transmission system. 
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miles of tiaiismissioii lilies owned, by voltage level, and an analysis that compares tlie entire 
AEP iraiisniissioii systeni total capital cost and operations and maintenance expense per line iiiile 
of transmission 10 a peer gioup. I-Te said the report will also provide any clianges in n\/r 
Transco’s corporate structure, updates to the PSG, a description 01 the practices talcen to provide 
for the lowest reasonable cost consistent with industry practices and operatiomal requirenients, 
including any competitive bidding practices, and a copy of tlie most Iecently available 
Independent Auditors’ Report for 1M Tiansco. Mr. Burkliolder explained the report will be 
subnlitted to the Conmission annually by July 1 and Coi a period of five ( 5 )  yeas  lollowing tlie 
date of a Final Ordei approving the Settlement Agreement He stated IM Transco will provide 
the OUCC an opportu~iity to review the report prior to submitiing it to the Comnission. 

Mi .  BuLrIdioldei explained that to ensuie the Coniniission has a complete view of the 
operations of AEP’s transmission system in Indiana, M Transco agrees it will file a petition to 
intervene in I&M’s next general rate case and any otlier future I&M gencral rate case filed 
during a peiiod of tlvee (3) years following tlie date of a Final Order approving the Settlenieiit 
Agreement. I-Ie added that if granted leaw to intervene by the Coiimiission, IM Transco will file 
testimony updating the Coilmission on the status oC IM Traiisco’s operations. Mr. Bwlcholder 
explained the Settleinent Agreenicnt also provides tliat I&M arid IM Transco will provide the 
OLJCC a copy of all affiliate agrecinents filed with tlic Commission. Further, I&M will iiot sell, 
lease or otlierwise transfer its used and usefill utility plait iri service to IM Transco without f i s t  
obtaining Coinniissiori approval. The Settlement Agreemeiit also provides tliat IM Traiisco will 
likewise seck CoiimissioIi approval beioie it transfers Pmictioiial coiiti ol of its transmission 
facilities to a regional tiansmission organization other Uian lp JM or to an independent 
traiisnlissiori company. 

The Settlement Agreement provides that IM TramcoYs request to maintain its books and 
records out of state should be approved. Mi. Bmlcholder explained that IM Tiaiisco agrees to 
produce in Indiana, upon reasoiiable notice, duplicate copies of tliose portioiis of its books and 
records necessary for the OUCC and the Comniissioii to perform Iheir statutory duties. 
Howevei, tlie Settlement Agreenieiit also provides thal to the cxtenl it presents aii undue burden 
011 iIv1 Transco to produce die books and records in Indiana, Ilvl T~-a.~isco commits to fully 
reimburse the OLJCC! and Commission €or all travel expenses, including travel fare, mileage, 
lodging and meals, incurred while iiispectiiig IM Transco’s boolcs and records outside o f  hdiana. 
He indicated tliese requiiements are the same as tliose applicable to I&M and ar e also consistent 
with Coinmission practice. 

Mr. Burldioldcr explained tliat to ensure accountability, the Settlcment Agreement 
provides that IM Transco wilI ieiml-turse the State of Indiana up to a total amount oC $25,000 for 
travel expenses incurred by the OUCC or tlie Coiiuiissioii lo pai-ticipate in IM Tiaimo 
proceedings b e h e  the ITRC during llie five (5) years fiom thc dale oC a Final Older approving 
the Settlement Agr ecnient. I-Ie explained tliat in a sctileineiit entered into in a FERC proceeding, 
IM Transco agreed, among otlier thiiigs, that costs related to tlie foniiation of the traisniission 
conipany organizations iiicur-rcd aficr JLII~C 30, 201 0 would not be included in FERC -rcgulatcd 
rates. I-Ie stated the FERC settlement also provided that AEl’ ieseived the iiglit to seek iecovery 
of post-hme 30, 201 0 state-1-elatcd formation costs fiom the applicable state icgulatoiy 
coiixiiission Mt” Burlclioldei explained that in the Set-tlemeiit Agreement, I&M agreed to waive 
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the right to seek 1-ecovery or  posi-June 30, 2010 formation costs associated with obtaining 
necessary state or local approvals fiom the Comniission. 

MI-. Ruilholder iequested the Coimnission find tlie Settlement Ageenient to be 
reasonable and in the public interest and to approve tlie Settlement Agreement in its entirety, 
without modification. 

B, P&M. Mr. Marc Lewis, I&M’s Vice President Exteiiial Relations, 
explained from I&M’s perspective why approval o i  the Settlement Agreement is in the public 
interest. He reit elated witness Chodak’s testimony that I&M €aces financial challenges in 
undertaking a subslaritial capital expenditure program ovei the next several years to nieet the 
needs oE its custonieis for &fordable, reliable electric service and to coniply with regulations of 
state and federal agencies. Mr. Lewis testified the creation o f  IM Transco will allow I&M to 
spread needed transmission investments to an a€51iatey lowering the overall cost to I&M’s 
customers and protecting I&M’s financial health. He stated that by decreasing the transmission 
capital burdens on I&M, the creation of IM Transco will allow more financial flexibility to inake 
the necessary generation and distribution investments to maintain I&M’s reliability and low 
costs. I-Ie stated his belie€ that Comniission approval of the Settlement Agreement will provide 
benefits to I&M and its Indiana customers with little or no impact on retail rates. He noted the 
Settleiiient Agreement contains provisions reco,snizing the Commission’s jurisdiction over IM 
‘Transco and I&N, and eiisues the operations of ‘IM Transco and I&M will remain transparent 
and accessible. He explained that as part o€ the Settlement Agreement, l&M agrees to nieet with 
the OTJCC and IM Traiisco to keep the OUCC infoimed iegarding IM Transco’s operalions. Mr. 
Lewis stated the Settleinent Agreement also provides thal I&M will not sell, lease or otherwise 
transfer its used or usefiil utility plant in service to IM Transco without first obtaining 
Conmission approval. 

Mr. L,ewis also discussed the Selllenient AgIeement provisions regarding affiliate 
agreements. He stated the Settlement Agreement provides that the following aEiliate agreements 
will be deemed filed with the Comniission and therefole ef€eclive on February 25, 201 I ,  as 
zequlled by Ind Code $ 8-1-2-49: (1) Seivices Agreement between I&M and IN Tiansco; (2) 
Service Agreement between AEPSC and D.4 Transco; and (3) the Joint License Agieenient 
between I&M and IM Transco. He explained the February 25, 2,011 date releiled to in the 
Selllenient Agreement is the date the ag-eenients weie transmitted to the Coinmission in 
accordance with the above ieferenced statute. He explained why the terms and length o€ these 
agreemenls are reasonable. 1% added that lo ensure the Commission is kept infolined o f  the 
status o€ the affiliate agieements, the Settlement Agreement provides that IM Transco and I&M 
shall noti@ the Conmission at least ninety (90) days prior to the teiiiiination date, il‘ the 
agreements zte teiiiiinated for any reason 

Mr. Lewis concluded the Seltleriient Agreeinent is ieasonable, in the public interest, and 
will benefit TStM, its customers and the state of Indiana. I-Te iecomniended tlie Conmiission 
appiove the Settlemeiit Agreement in its entirety without modification. 
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~ OUCC Mr. Ronald L, Keen, Seiiioi Analyst within the Rcsourcc 
Plamiing aid Coiiununications Division at the OUCC, testified that svliile the establishnie~it of 
IM Transco is unique, tlic OUCC ieconmends the Conmission approve the Settlement 
Agreeineiit without change 01 exception He explained the Settlement Agxeenient provides a 
niechanism for TM Transco to repoil a number of mctrics and data points to both the Commission 
and OTJCC to facilitate monitoring of ZM Trmsco’s construction, opelation and maintenance of 
new and existing transmission infrastructure. I-Ie added that the Setllcnient Agreement 
recognizes the Coimnission has ongoing jurisdiction over I&M cvld M Transco as provided by 
law. Ke explaincd the Settlcment Agreerncnt provides foi I&M aid 1M Transco to meet with the 
O‘IJCC to ensure thc OTJCC remains inCoimed regarding TM Trausco operations, and specifics 
the Prequencies of such meetings. He noted the Settlement Agreement conmlits WI Transco to 
fully ieimburse the OTJCC and the Commission fo1 all travel expenses incui-red while inspecting 
IM Traixco’s books aid records outside the State of Indiana. He testxied the Settlement 
Agreement also coiixnits IM Transco to reimburse the O‘IJCC and Coimnissioii up to a combined 
total amount o f  $25,000 €or travel expenses incurred to participate in IM Trmisco proceedings 
before FERC during a five year period. In his view, this provision serves the public intcrest in 
knowing that IM Traisco is deliveiing on its representations that its opelations will provide 
benefits. 

M i  Iceen testified the O‘IJCC believes the Settlement Agreement, in conjunction with the 
Commission’s jurisdiction over I&M Transco a id  IBcM’s coiitiiiukg responsibility to fxmish 
reasonably adequate service and facilities, will assure the continuation of appropriate service to 
T&M’s I~idiaia customers. He cautioned that it is impoilant the Conmission bc able to revicw 
all aspects of each individual case where such a fuidamental rcstructuriiig is proposed beforc 
reachbig any conclusions in future cases. 

MI. K.eeii testified the OUCC believes IM Transco c a i  achieve some type of cost benefit 
which could not be otherwise achieved by leaving all transmission assets under the control of 
I&M. He explained that IckM has outlitled in testimony that over the next several years, I&M 
expects it will need to undertake a very substantial capital expenditue prog-ani to inswe service 
reliability, as well as to comply with emerging environmental and nuclear regulations. He 
explained a transmission only entity may appeal to certain investors as a simpler type of 
investment with a inore narrowly defined range of risks than other utility entities, which has 
potential to eidiaice AEP’s overall Illvestment opportunities. He stated it is the OUCC’s 
expectation Gist the formation of IM Transco would therefore reduce somewhat the overall 
capital investmelit pressure on the AEP operating companies. I-le stated that while the OUCC 
invested considerable effort in  reviewing the issue, its considered opinion is that the reduced 
capital investment pressure on one hand, and the greater business visibility on the other, should 
reduce overall costs in the long run. Wiile the OUCC expects overall cost reductions in the long 
ruii, he stated other aspects of the Settlement Agreement are vital to elistiring that customers do 
incleecl benefit from the Joint Petitioners’ proposal. 

MI” Iceen testified the Set$lemeiit Agreement’s reporting requirements help insure 
transparency to I&M and IM Transco operations, investments and benefits. In his view, tliese 
aspects of the Settlement Agreement will enable the OUCC aid the Commission to monitor the 
effect to [lie ratepayer. I*-. Iceen explained the OUCC considers the Pive ( 5 )  year repoi-ling 
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period to be reasoliable because it allows IM ‘Transco tinie to coinplete i t s  start-up period and be 
fully operational well before the lifih year, and will therefore provide IM Transco a fair 
opportunity to show the OTJCC and Conmission its value. He noted the Selltlenieiit Agreement 
also provides for the possible extension ol the reporting period. 

Mr Keen also explained that tlie Settlement Agreement provision providing for IM 
Transco’s participation in I&M late cases over a tlvee y e a  period will permit I M  Transco to 
update the Coiiimissioii on m/r Transco’s operation. He believes such participation is pai-ticulaily 
inipoi-taiit in the first years following the creation o f  IM Transco in order to be able to evaluate 
thc iivpact of the new structue. Hc ruther noted the Settlement Agreement docs not preclude 
paiticipation beyond the iequired three (3) year peiiod, and that such continuation may be 
appropriate depending on the parties’ experience. Mr. Keen concluded that the guarantee of at 
least tlvee (3) years is yet anothei sakguard to e~isuie transparency aid continuing 
accountability to lhc OTJCC and the Coniniission. 

6. ~ ~ ~ ~ ~ ~ § § ~ ~ n  Discussion and Findings. Setllenients presented to the 
Coiiiniission are not ordinary contracts between private parties. US. Gypsum, h C .  v. Ind. Gas 
Co., 735 N.E,.2,d 790, 503 (Ind. 2,000). When the Coinmission approves a settlement, that 
settlement “loses its status as a strictly private contract and takes on a public interest gloss.” Id. 
(quoting Citizens Action Coalition v. PSI Energy, 664 N.E.2d 401, 406 (Ind. Ct. App. 1996)). 
Thus, the Coiimission “may not accept a setflernent merely because tlie private parties are 
satisfied; rather [the Coilvnission] must consider whether tlie public interest will be served by 
accepting the settleinelit.” Citizem Action Coalition, 664 N.E.2d at 406. 

Furthermore, any Commission decision, ruling, or order - including the approval of a 
settlement - must be supported by specific findings of fact and sufficient evidence. US. 
Gypszmz, 735 N.E.2,d at 79.5 (citing Citizens Actiorz Coalition v. Pzib. ‘%r.v. Co., 552 N.E.2d 330, 
33 1. (Ind. 1991)). The Coinnlission’s own procedural rules requke that settlements be supported 
by probative evidence. 170 IAC 1-1.1- 17(d). Therefore, before the Coninkion  can approve the 
Settlement Agreement, we riiust deteiniine whether the evidence in this Cause sufficiently 
supports the conclusions that the Settlement Agreement is reasonable, just, and consistent with 
the purpose of Indiana Code ch” 8-1-2, and that such agreement selves the public interest. 

Joint Petitioners’ i-equmted relief represents a significant depai-ture &om traditional 
electric utility operation in Indiana wherein the investor-owned electric utilities are vertically 
integrated, i.e., consisting of generation, distribution and transinission facilities. Consequently, 
such corporate restructuring has the potential to impact not only die reliability and provision of 
electric service, but also the retail rates for such service. Altho~igli I&M will continue to own its 
transmission assets ctu-rently in service, Joint Petitioners’ proposal anticipates that, in the future, 
significant capital-intensive transmission investments in I&M’s seivice tenitoiy would be made 
by IM Transco, a transnlission only public utility subject to FERC oversight. However, we note 
that like I&M, IM Transco is ultimately a subsidiary of AEP and will be iiialcing the tra~smission 
irrvestments needed in I&M’s electl-ic seivice area. In addition, I&M will coiitinue to add 
transmission capital assets, but these will be more routine in nature, atid I&M wiIl not sell, lease 
or otherwise transfer its used and usefid utility plant in service to M Transco without f is t  
obtaining Commission approval. Also, IM Transco will seek Commission approval before it 
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transfers fuictional conlrol of its traiisniission assets to an RTO other than PJM. 

I&M presented evidence indicating it expects lo nialtc siibstantial capital iiivestmcnts 
ovcr tlie next several years to comply with envizoiunental iegulatioiis, replace aging 
infrastructure and invest in new gcneration, transmission and distribution facilities. Joint 
Petitioncis believe that fmancing of the combined capital expenditures may place considerable 
stress on I&M’s credit metria, especially cash flow, and potentially iesult at some point in a 
downgrade of I&M’s debt ratings, which would increase I&M’s cost of debt. The creation of IM 
Transco inay reduce the Iiltelihood of a downgrade o r  I&M’s debt by skiCing thc financing of 
significant fiiture transmission investinents Erom I&M to IM Ti ansco. Consequently, iT I&M can 
spread a small pait of its total capital iiivestinent burden to an &iliaie, I&M custonieis may 
benefit from a lower cost of financing. 

Tlie record also demonstrates that investinents by IM Transco will result in a slight 
increase in ietail rates for l&M customers as compaied to the rctail rates that would apply iC tlie 
sane investments were inade by I&M Such ai impact, however, is expected to be offset by a 
reduction in potential inciease in retail ratcs that would be caused by a credit downgrade. Tlie 
OUCC, after coilsideration and review, concurs with I&M’s assessment and expects a reduction 
in overall costs to OCCUT in tlie long run. 

Tlie Settlement Agreement presented by the parties in this Cause piovides for 
Commission approval of IM Transco’s status as a tmismission only public utility in Indiana, 
including the riglit to exercise the powcr of eminent domain. Consequently, IM Transco will be 
accountable as a public utility subject to tlie Coimnission’s jurisdiction. Furtlieimore, I L ~ M  will 
remain responsible for providing adequate service, including tmnsmission servicc, to retail 
customers. In an effort to ensuie the operations of IM Trimsco and I&M are transparent and 
accessible, tlie Settlement Agreement also contains provisions relating to the reporting of 
investments, operations and benefits; eoimnunication with tlie OUCC; regulatoi y ovcrsiglit; 
maintenance of IM Transco’s books and records; afliliate agreements; rehibin-senient oE travel 
expenses for FERC proceedings; and waiver of ieeovcry of IM Transco’s formation costs 
incrured arter June 3 0,20 10 

With respect to affiliate agreements, we note that the agreenients filed with the 
Conmiission in accordance with Ind. Code 8 8-1-2-49 were also included in the evidence filed in 
this Cause. While we recognize tlie term of tlie affiliate agreements i s  longer than the five year 
(or shorter) term generally considered by the Commission in its General Administrative Ordel 
2010-1 to be in the pu61ic interest, we find the longer tenii to be reasonable based upon the 
evidence presented and Ilie nature of these particular agreements. In addition, we note the 
Settlemeiit Agreement also specifically includes a requirement that I&M and IM Transco notify 
the Corntnissioii at least ninety (90) days prior to the termination date of an afliliate agreement if 
tlie agreement is terminated for any reason. 

Based on tlie evidence prcsented, we find tlie Setllenient Agiecmcnt is a reasonable, 
balanced and coiiipiehensive iesolution of the issues in this Cause. Thc cication of IiM Tiansco 
does not solve the challenges I&M must face in financing a significant capital program across its 
geiieiation, ti ansniissioii, and. distribution systems, but we coiisidei i-t. to be a constructive action 
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that may improve I&M's financial flexibility. V\llrile an independent transinksion company is a 
signifimmt departure from the traditional regulatory construct in Indiana, the Comnlission fmds it 
to be acceptable in this instance, in which the formation of IM Traiisco may prevent or diminish 
the financing challenges I&M must face, providing sufficient potential beiie€its in the public 
interest to warrant this departure from a vertically integrated utility. In addition, the Settlement 
Agreement gives fix-ther assurance and provides that IM Transco's operations, like I&,M's, 
should be transparent, accomtable and compliant with the Conmiission's regulations and should 
not adversely affect Indiana consumers. The Settlement Agreement also provides for ongoing 
communication among the paties and the filing and sharing of' infomiation related to IM 
Transco's operations. Talcen together, the terms of Ihe Settlement Agreement serve the public 
interest, satisfy the important public policy of fostering settlement over litigation and should 
provide benefits to Indiana. Therefore, the Commission finds that the Settlement Agreement: is 
reasonable, in the public interest and should be approved. 

Finally, the parlies agiee that the Settlement Agreement should not be used as pi-ecedent 
in m y  other proceeding or for any other purpose, except to the extent necessary to implement or 
eidorce its teims. Consequently, with regard to htuie citation of the Settlenieiit Agreement, we 
find that our approval herein shodd be construed in a manner consistent with our frnding in 
R ~ c ~ ~ ~ z o I ~ ~ P o w P I '  Cfr Light, Cause No. 40434, (TULIC Mach  19, 1997). 

1. The Setllement Agreement shall be and hereby is approved in ils entirety. 

2,. The terms and conditions of the Settlement Agreenient shall be and hereby are 
incorporated herein as a part of this Ordei and the Parties therefore shall abide by the tenns 
thereof. 

3" This Order shall be effective on and after the date of its approval. 

13 
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i 

THIS AGREEMENT is made and entered into by and among Indiana Michigan Power 

Company (“ILkM’), U P  Indiana Michigan Transmission Company, h c .  (“M Transco”) and the 

Indiana O E c e  of IJtility Consumer Counselor (‘‘OTJCC”) (collectively the “Parties” and 

individually ‘“Party”). The Parties having been duly advised by their respective staE, experts and 

counsel, and solely for purposes of compromise and settlement, stipulate and agree that the terms 

and conditions set forth below represent a fair, just and reasonable resolution of the matters in 

tlis proceeding pending before the Indiana IJtility Regulatoiy Cornmission ((cCommission~’), 

subject to their incoi-poration into a final, non-appealable order (“Final Order”) of thc 

Cornmission without modification or furlher condition that may be unacceptable to any Party. If 

ffie Commission does not approve this Stipulation md Settlement Agreement (YM‘clement’’), in 
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its entirety, the entire Settlement shall be null and void and deemed withdrawn, unless otherwise 

agreed to ira writing by the Parties. 

W I W S  SETH: 

WHEREAS, I&,M and IM Transco have petitioned the Commission fm approval, to the extent 
necessary, of w1 Transco’s status as a transmission only pUblic utility and for related regulatory 
relief as set forb in the Petition in this Cause dated March 1, 2011 and have supported such 
request with prepared testimony and exhibits filed in this proceeding; 

WHEREAS, the QUCC has analyzed h e  Joint Petitioners’ filing, conducted discovery and 
otherwise given consideration to the relief sought by Joint Petitioners in this Cause; 

WHEREAS, the OUCC desires to have available to it infoinlation necessary for the OUCC to 
understand and assess ITVP Transco’s operations on a fonvad going basis; 

WHEmAS, the QUCC believes that IR/I Transco’s, like I&M’s, operations should be 
transparent, accountable and coniplimt with the Coinmission’s regulations and should iiot 
adversely affect Indiana consumers; 

WTXEREAS, I&M and IM Transco agree that infoimation regarding ncl Transco and its 
relationship to I&M’s provisions of retail electric service should continue to be made available to 
the OUCC and the Commission as provided below and otherwise required by law. 

NOW, TEIEREFORE, iu consideration of the premises and the mutual covenants herein 
contained, the Pai-ties hereto, for themselves, their successors and assigns, do hereby covenant 
and agree as follows: 

1. Pnb~ic UtiBit-yiStat~~ The Conmission will approve alr Transco’s status as a 

transnlissiou only public utility inl.mhna. This status includes the right to exercise the power of 

eminent domain. The Commission will also give its consent to Boards of County 

Commissioners of all hdiana counties to grant DA Transco such licenses, peniiits or franchises 

2 



I<PSC Case No 201 1-00042 
Cornmission Staffs Fourth Set of Data Requests 
Order Dated March 22, 2012 
Item No. 14 
Attachment 3 
Page 16 of 29 

t 
I 

as may be necessary for M Transco to occupy and use county roads, higjiways and other public 

rights-of-way for the provision of its services and fadties puIsuant to IC 36-2-2-23. 

2. ReportPn~ of Investment, Orperations and Benefits. IM Transco will subinit a 

report to the Commission regarding the foIIowing and provide a copy to the OUCC: , 

a. For Dd Transco’s transmission projects that began construction in the last 

calendar year: 

i) project description and purpose; 

ii) type and scope of project; 

iii) projected capital cost and operation and maintenance (“O&M’) 

expense; 

iv) description of the amoulit and percentage of Sniart Chid teclxiologies, 

if any; 

v) ley  project target dates; 

vi) any other alteniatives considered; and 

vii) a description of the application of ilie Transco Project Sclcction 

Guidelines (“PSG”) for the various project components o€ Uie transnlission 

project. In other words, an explanation of why the projcct componcnts that are to 

be funded and owned by 1M Tmisco qualified under the PSG and why any other 

project components did not qualify under the PSG. For example, in the case oE a 

hypothetical complete line rebuild, the new line component would qualifjr for the 

3 
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Replacement). But, there may 

also be some limited work to existing substations required as pa?  of the project 

which may not qualify under the PSG and would be funded by I&M. The final 

result is a clearly ideiitifiable differentiation of assets: Transco would own the 

complete new line and I&M would continue to own all of the substation assets. 

b. For IiM Trausco projects completed in the last calendar year, the total 

capital rast and 08cM expense of the project; 

e. For M Transco projects that were ongoing as of December 3 I of the last 

calendar year, the estimated completion percentage as of Dccember 31 of the last 

calendar year as well as the total capital cost and Q&M expense incurred to that date. 

This infonnation for IM Transco will also be split to separately show projects in Indiana 

and Michigan; 

d Miles of transmission, by voltage level, owned by each of the subsidiary 

companies of AEP Transmission Company LLC (“AEP Tmisco”), inclufiiig IM 

Transco, at the elid of the last calericlar year; 

e. Actual annual investment by each AEP Transco subsidiary company at the 

end of the last calendar year; 

f. IM Transco will provide arialysis tliat compares the total AEP 

transmission system total capital cost and O&M expense per line mile of transmission to 

the peer group in the attached Exhibit 1. This aualysis will include a specific description 

of the calculation methodologics and source of all data. llcl Transco will notify the 

4. 
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BTJCC if the peer group changes over t h e  due to acquisition, consolidation md data 

availability. ncl Transco will coinply with reasonable requests by the OIJCC to include 

additional peer companies in the analysis for which data is publicly available; 

g. Copy ofthe latest AEPTCo Project Selection Guidelines; 

h. Changes in IM Transco’s corporate structure in the past calendar year; 

i. Long term debt issuances by AEP Transco or any o f  the MI? Transco 

subsidiary companies, including IM Transco, made in the last calendar year including 

information comparing the cost of debt a d  underlying spread versus the comparable US 

Treasury bond to those of any issuance, witbin thirty (30) days be€ore 01 after the date OC 

Tramco’s issuance, by other vertically iutegrated utility companies within one credit 

rating level up or domi of I&M, as defined by Moody’s and S&P; 

1. A listing of IM Transco’s planned projects in Indiana for the current year. 

Each pro,ject will be designated as  a Baseline Upgrade, Network Upgrade, Direct 

Connection Upgrade, Supplemental TJpgrade, or Non-RTO Project, as defined in the 

2010 PJM Regional Transmission Expansion Plan. This plamed project listing 

represents MP’s best availalAe information at that time, is sub.ject to change, and does 

not represent a guarantee o f  the final project list; 

k. A description of the practices tdren to provide for the lowest reasonable 

cost cousistent with industry practices and operational requirements, including any use of 

competitive bidding practices; arid 
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1. A copy of the most recently available Independent Auditors’ Report for 

a/r Trmsco. 

The report shall be submitted to the Couimission for a period of five (S) years following the clate 
I. 

of a Final Order approviiig this Settlement. So that Ipvl Transco’s repozf may take into 

coiisideration information provided amiually in the Federal Energy Regulatory Commission 

(“ERC”) Fon21 1, JM Transco’s report to the Commission shall be submitted by July 1 of each 

year of the five (5) year period. IM Transco shall provide the OIJCC an opportunity to review 

M Trausco’s report fifteen (15) days prior to submitting it to the Comnission. I Jpon expiration 

of the five (5)  year period, this reporting requirement may be extended by agreement of the 

Parlies or Commission order. 

3. ~~~~~~~~~~~~ with the OUCC M Trmsco and I&M will meet with the 

CXJCC as reasonably requested to keep the OIJCC informed as to 7M Transco’s operations. 

Such meetings may be conducted in person andor via telephone conference Dusnlg the 

eighteen (1 8) months following a Final Order in this Cause meetings should be conducted in six 

(6) month inteivals or as otherwise agreed to by the Pa.rties. So as to facilitate such meetings, M 

Trmsco and I&M will respond lo reasonable requests by the OIJCC for informatioii and JM 

Trausco will provide an overview of rccent aclivities at the meetings. 

a. The Parties recognize that both L&M and IM Transco are subject to the 

Commission’s ongoing jurhdictiou to the extent provided by law. 
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b I’M Trmsco agrees to file a petition to intervene in 18LM’s next general 
I 

rate case and any other €uWe 18r.M general rate case filed during a period of three (3)  

years following the date of a Final Order approving this Settlement. If granted leave by 

the Cornmission to intervene, w1 Transco will file testimony updating the Commission 

on the status o f M  Transco’s operations. Upon expiration of the three (3) year period, 

this agreement to intervene in future general rate cases may be extended by agreement of 

the Parties. 

e. J.&M and &I Transco will provide the OUCC a copy of all affiliate 

agreements filed with the Commission. 

d. X&M will not sell, lease or otherwise transfer its used or useful utility plant 

in seivice to IM Transco without first obtaining Commission approval. 

e. M Tra~isco will seek Commission approval before it transfers hnctional 

control of its transmission facilities to an RTO other than PJT.4 or to an independent 

transmission company. 

f. The foregoing requirements are enumerated herein for clarification. The 

foregoing list is not intended to represent a comprehensive list of the regulatory 

requirements that may be applicable to PM Transco and will not be constnied to relieve 

Transco of  any obligations under Indiana law. 

5. W I  T ~ a n s c 0 ~ s  Books and Records. IM Transco’s request to maintain its books 

and records out o i  state will be approved. IDA Transco agrees to produce in Indiana, upon 

reasonable notice, duplicate copies of those portions of its books and records necessary fos the 
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OUCC and the Commission to perform their statutory duties. To the extent it presents an undue 

burden on IM Trmsco to pioduce in Indiauathe books and records, IM Transco comiits to hlly 

reimburse the OTJCC and Commission for all travel expenses, including travel fare, mileage, 

lodging and meals, iiicwred while inspecting IiU Transco’s books and records outside of Indiana. 

6, Mfdiate Agreementsm The following affiliate agreements will be deemed filed 

with the Commission and therefore eEective on February 2S, 201 1, as required by IC 8-1-2-49: 

a. Semices Agreement between Indiana Michigan Power company and AEP 

Indiana Michigan Transmission Company, Inc.; 

b. 

AEF Indiana Micfligan Transmission Company, Inc.; and 

Service Agreement between hiencan Electric Power Service Corporation aud 

c. 

B P  Indiana Michigan Transmission Company. 

The Joint License Agreement between Lnrliana Michigan Power Company and 

IM T ~ ~ ~ s c o  and I&M shall notify the Commission at least ninety (90) days pior, to the 

termination date of the agreements if the agreements are terminated for any reason. The notice 

shall reference Cause No. 44000 and a copy ofthe notice sliall be served on the OIJCC. 

7. Reimbursement of Travel Expenses for PERC Proceedfrags. IM Transco 

agrees to reimburse tlie State of Indiana up to a total amount of $25,000 for have1 expeiises 

incurred by tlie OTJCC or the Coimiission to participate in ILW: Transco proceedings before the 

FERC during tlic five years from the date of a Find Order approving this Sefjlement 

3 
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Q .% ’W;aiver of Recovep-q of $MANSCO Formation Costs bv B&dVi. In a settlement 

agreemelit approved by the F‘ERC in the FERC proceeding approving Transco’s rates and 

cliages for transnlission service, Doclcet No .ER10-355-000 (“FERC Settlenmit”), IM Transco 

agreed, among other things, that costs related to the formation o r  the Transco organizatious 

incurred affer Jime 30, 2010 would not be kicluded in FERC-regulated rates. The FWC 

Settlement also stated: 

AEP reserves the right to seekrecovay ofpost-June 30,2010 formation costs associated 
with obtaining necessary state or local approvals (regarding state-related costs) fiom the 
applicable state regulatory conxnission. (FERC Settleinent, p.25). 

I&M agrees to waive the right to seek recovery ofpost-June 30, 2010 formation costs associated 

with obtaining necessary state or local approvals &om the Commission. 

B. P R E S E N T A ~ ~ C D N  OF nm SETTLEMENT TO THE ~~r~~~~~~~~ 

1. The Parties shall suppoit this Settlement before the Commission and request that 

the Comission expeditiously accept and approve the Settlement. This Settlement is not 

severable and should be accepted or rejected iii its entirety without modification or Euther 

condition(s) that may be imcceptahle to any Party. 

2. The Parlies shall jointly move for leave to file t]lis Settlement and supporting 

evidence. Such evidence will be offered into evidence without objection aid the Parties hereby 

waive cross-examination. The Parties propose to submit tlis Settlement and evidence 

conditionally, arid that, if the Coinmission fails to approve this Settlement hi its entirety without 

any change or with condition(s) unacceptable to any Party, the Settlement and suppoiting 

evidence shall be withdrawn and the ComnGssioii will continue to hear Cause No. 44000 with 

the proceedings resuming at the point they were suspended by the filing of this Settlement. 

9 
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3. A Fhal Order approving this Settlement shall be effective imxediately, and the 

agreements contained herein shall be unconditional, eEfective and binding on all Parties as at1 

Order of the C o b s s i o n .  

4. The Parties shall jointly agree oil the form, woIding and tinring of publichedia 

announcement (if any) of this Settlement and the tenm thereof. 1% Party will release any 

information to the pubIic or media piior to the aforemeiitioned announcement. The Parties may 

respond individually without pijoi appIoval of the other Parties to questions f?om the public or 

media, provided that such responses are consistalt with such announcement and do not disparage 

any of the Parties. Nothing in th is  Settlement shall limit or reskict the Commission’s ability to 

publicly coiment regarding this Settlement or my Order affecting this Selilernent. 

C. EFmCT AND ‘USE $4P SETTIIEMENT 

1. It is understood that this Settlement is reflective of a negotiated settlemeiit and 

neither the making of this Settlement nor any of its provisions shall constitute an admission by 

any Party to this Settlement in this or my other litigation or proceeding. It is also mderstood 

that each and every term of this Settlement is 111 consideration and suppoic of each and every 

other term. 

2. This Settlement shall not constitute and shall not be used as precedent by any 

person in any other proceeding or for any other purpose, except to the extent necessary to 

implement or enforce the terms ofthis Settlement. 

3. This Settlement is solely the result of compromise in the settlement proccss and 

except as provided herein, is without piejudice l o  and shall iiot constitute a waive1 of any 
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position that any of the Parties may ta le  -with respect to any or all of the items resolved here and 

in my fulwre regulatory or other proceedings. i 

! 4. The Parties agree that the evidence in support oE tlis Setlleinent constitutes 

substantial evidence su€ficient to supporL this Settlement and provides an adequate evidentiary 

basis upon which the Comnission can rnalce any findings of fact aid conclusions O F  law 

necessary fos the approval of this Settlement, as filed. The Parties shall prepare and file an 

agreed proposed order with the Cornmission as soon as reasonably possible. 

5. The coimnunications and discussions during the negotiations aid conferences aid 

any materials produced and exchanged concerning this Settlement all relate to offers of 

settlement and shall be privileged aud confidential, without prejudice to the position of aiy 

Party, and are not to be used in any millvler in connection with 2ny other proceeding or 

otherwise. 

6. The undersigned Parties have represented aud agreed that they are fully 

authorized to execute the Settlement on behalE of their designated clients, and their successois 

aid assigns, who will be bound thereby. 

7. The Parties shall not appeal or seek rehearing, reconsideration or a stay of the 

Final Older approving this Settlement in its entirety and without change or condition(s) 

unacceptable to m y  Party (or related orders to the extent such orders are specifically 

inkplementing the provisions oE this Settlement). The Paties shall support or not oppose this 

Settlement in the event o€ 211y appeal or a request for a stay by ;L person not a party to this 

Settlement or if tllis Settlement is the subject matter of any other state or fedem1 proceeding. 

11 



KPSC Case No 201 1-00042 
Commission Staffs Fourth Set of Data Requests 
Order Dated March 22,2012 
Item No 14 
Attachment 3 
Page 25 of 29 

8. The provisions of this Settlement shall be enforceable by any Party before the 

Commission and lhercafter in any state court of competent jurisdiction as necessary. 

9. This Settlement may be executed in two (2) or more cormterparts, each of which 

shall be deemed an original, but all of which together shall constitute one and the same 

instnment. 

12 
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ACCEPTED and AGREED as off the&& day ofJdyiy, 2011, 

AEP INDIANA MICHIGAN TRANSMISSION COMPANY, DTC. 

Name: - Jeffkv D. Cross 
Its : Vice President 

INDIANA MICHIGAN POWER COMPANY 

Name: MarcE. Lewis 
Its : Vice President, Extmal Relations 

n\mL4NA OFFICE OF UTILITY CONSUMEB COTJNSELOR 
,--- 

Its: Utility Coiisurner Counselor 
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ACCEPTED snd AGREED 8s oftltae-th day of July, 2011. 

AEP INDIANA. MICHIGAN TRANSMISSION COMPANY, INC. 

Name: . Jefkev D. Cross 
Its: Vice President -- 

INDIANA MICHIGAN POWER COMPANY 

Name: M u c  E. Lewis 
Its: Vice Presidelit? Extenral Relations 

INDIANA OFFICE OF UTEITY CONSUMER COTJNSELOR 

Name: A, David StiopIer 
Its: Utility Consumer Counselor 
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Name: ___ Jeffrev D. Cross 
Its: Vice President I 

Its: Ttice President, External $elation: 

-..- 
Name: A Dayid Stiupler - 
Its: Utilitv Consumer Counselor 
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Exhibit 1. 

Peer Group for itan 'LE. 

a Berltshire 1-Iatliaway Inc 
11 Dominion Resources h c  
0 Duke Energy C o q ~  
~3 Edison International 
n Energy Future Holdings Coiy 
0 Entergy Corp 
n Exelon C o i ~  

FirstEnergy Corp 
0 ITC Holdings Corp 
13 National GridPlc 
13 NextEra Energy Inc 
0 Northeast Utilities 
n P e p o  I-loldings Inc 
0 PG&ECorp 
0 Progress Energy Inc 
0 Southern Co 
a Wisconsin Energy Corp 

XcelEnergy 
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CONMONWEALTW OF VIRGINIA 

STATE CORPORATION COMMISSION Page 1 of6  

For authority to enter into affiliate transactions 
under Chapter 4 o f  Title 56 of the Code of Virginia. 

ORDER 

On November. 30, 201 1, Appalachian Power Company (IIAPCoII) filed an application 

("Application") with the State Corporation Conmission ("Conmission") requesting authority to 

enter into affiliate transactions under Chapter 4 of Title 56 ("Affiliates Act") oftlie Code of 

Virginia ("Code").' Specifically, APCo seeks Commission approval of two (2) affiliate sefvice 

agreements between the following companies: (1) APCo and AEP Appalachiaii Transmission 

Company, Iiic. ("Virginia Transco"); and (2) APCo and AEP West Virginia Transmission 

Company, h c  ("West Virgiilia Traisco"), Additional Coinmission approval under the Affiliates 

Act is requested to arnencl the AEP Utility Money Pool Agreement ("Money Pool Agreement") 

to allow Virginia Transco, West Virginia Transco, and other APCo affiliates to participate in the 

AEP Utility Money Pool ("Money P o o ~ " ) , ~  APCo also filed testimonies in support ofthe 

approvals requested in its Appli~ation.~ 

According to tlie Application, Virginia Transco, West Virginia Transco, and each of the 

Money Pool meinbers is an "affiliated interest" of APCo within the meaning of Ej 56-76 of the 

' Va. Code 9 56-76 et seq. 

Pursuant to Va. Code 9 56-84, approximately tlii~ty (30) a€filiates of APCo also joined in the Application. 

APCo indicates that the approvals sought in the Application were the subject of a prior application that was filed 
with the Corrrmissioii then subsequently withdrawn by APCo. Application at 3; Applicniion of Appalnchian Poiver 
Compnny nnd AEP hppnluchian Tsansmssion Conlpuny, lnc , For aicthority to enter into aSJilinte b.nnsactions 
urtder Cimpier 4 of Title 56 of the Code of Virginia, Case No, PUE-2010-00038, 2010 S.C.C. Ann. Rep. 499, Older 
Teimhiatiiig Proceeding (July 1, 2010). 
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Code, APCo is a public seiyice coi-poration that provides retail electric service in Virginia and 

West Virginia and is subject to regulation as to rates and seivice by the Commission. All of 

APCo's common stock is owned by American Electric Power Company, Inc. ("AEF"). The 

Application states further that Virginia Transco is a Virginia public service coi-poration that 

proposes to plan, coristixct, own, operate, manage and control facilities within Virginia and 

Tennessee for the tvansinission of electricity at wholesale to its customers, iiicluding APCo. All 

of Virginia Traiisco's co~imon stock is owned by AEP Transmission Company, LLC, a wholly- 

owned subsidiary o f  AEP Transmission Holding Company, LEC, which in turn is a wliolly- 

owned subsidiay o ~ A E P . ~  

According to the Application, the creation of Virginia Transco will result in cei-tain new 

transmission facilities within Virginia being owned by Virginia Transco instead o f  by APCO.~  

Virginia Transco's assets will be planned, constmcted and managed in tlie same way that APCo's 

traiisiiiission assets are planned, constixcted aiid managed as pai-t of a unified, integrated 

transmission systems6 The services required by Virginia Transco will be provided primarily by 

AEP's centralized seivice conipany, American Electric Power Service Corporation, and by 

A P C O . ~  The services provided by APCo to Virginia Transco and West Virginia Transco would 

be provided at cost.' 

On December 6, 201 I ,  the Commission Staff ("Staff") filed a Motion to Dismiss alleging 

that the Application prematurely seeks approval to enable operations by Virginia Transco that 

'I Application at 1-3. 

5 ~ c j :  at 6. 

' I d .  at 4. 

' I d .  at 6. 

V d .  at 12. 
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are cuivxitly prohibited under the Utility Facilities Act,g and that the Application is incomplete. I o  

On December 22,201 1, APCo filed a Response contesting Staffs Motion to Dismiss and 

asserting that the Application is comn,plete. On January 9, 2012, Staff filed a Reply to APCo's 

Response. 

On January 27,2012, the Commission issued an Order Extending Time for Review, 

wliich doclteted this matter as Case No. PUE-2011-00125 and which, pursuant to 8 S6-77 ofthe 

Code, extended, through Febixary 28,2012, the period oftime for the review of the issues 

presented by the Application. The Order Extending Time for Review did not address, and was 

issued pending a Commission ruling on, the issues raised by Staffs Motion to Dismiss. 

On Febixary 1,2012, the Commission issued an Order Scheduling Oral Argument, which 

established a hearing for the purpose of hearing argument from the participants on the legal 

issues raised in this proceeding and, if requested by the Commission, hearing witness testimony 

on the Application. On Febixary 5,2012, the hearing was conducted. After hearing argument 

and testimony, the Conimission instructed APCo and Staff ofthe oppoifunity to inalte any 

additional filings in this matter on or before February 21,2012. 

On February 21,2012, APCo and Staff each filed a legal niemormdtun. Also on 

February 2 1,20 12, Staff filed a Staff Report that provides its analysis of the Application and the 

thee  proposed agreements. Rased on its analysis, Staff recommends a.pproval of the proposed 

modifications to the Money Pool Agreement, subject to certain requirements." Although Staff 

does not s~ipport the proposed service agreements, it indicates that, in the alternative, Staff W O L I ~ ~  

' Va. Code 

lo On December 14, 201 1, the Staff filed its tnemorandum indicating that the Application is incomplete. 

] 'See Febiuaiy 21,2012 StaffReport at 2.5. 

56-26.5.1 et seq. 
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recommend approval of liiiiited service ageements, subject to cei-tain requiremeiits to ensure that 

the service agreements are in the public interest.12 

NOW THE COMMISSION, upon consideration ofthis matter, approves in part and 

denies in part the Application - subject to the requirements set foi-th herein, 

ApCo states that the "[a]uthority to enter into these agreements is necessary for Virginia 

Transco aiid APCo to work together to evaluate transmission projects aid prepare certificate 

applications to this Coiixnission as necessary for new transmission projects in Virginia, and 

eventually to consti-uct and operate transmission €acilities that the Conlrnissioii may authorize in 

the 

authorization to build and operate ordinary extensions of APCo's transmissioii facilities should 

be addressed in a future proceeding seeking a certificate under Va. Code 5 56-265.2 , . , (a 

IiBcilities certificate');" (2) "Virginia Transco will apply for and secure a facilities certificate from 

the Commission prior to constructing or operating aiy public utility facilities in Virginia;" and 

(3) "Virginia Transco will not owii, build, or operate any ordinary extensions of APCo's facilities 

until authorized by the Conmiis~ioii.ll~~ 

In addition, APCo asserts that: (1) "the question regarding Virginia Transco's 

We do not find that it is in the public interest at this time for Virginia Transco to supplant 

APCo in the consti-uction or ownership of any transmission facilities, or the provision of any 

transmission service, in Virginia - nor do we address the legal issu'es that could arise under any 

12rc/. at26. 

APCo's February 21, 2012 Post-I-Iearing Memorandum at 2. 13 

" I d  at 2-3. 
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such pr~posa l . '~  Rather, we find that it is in the public interest, and we hereby approve, limited 

affiliate services from APCo to Virginia Transco and West Virginia Transco for purposes of 

studying and evaluating potential transmission projects and for preparation of applications for 

fiitme subniissioii to the Comnissioa.'6 

Approval herein is also sul3ject to the following additional requirements, which we 

likewise find are necessary to be in the public interest: 

The duration of tlie Commission's approval herein is limited to five (5) 
years from the date of this Order. 

Should APCo wish to provide additional services to Virginia Transco or 
West Virginia Transco, other than those services approved above, 
subsequent Coimiiission approval is required, 

Separate approval is required for any changes in teims and conditions in 
the limited seivice agreements as approved herein, including changes in 
allocation methodologies and successors and assigns. 

Approval herein has no ratenlalung imnplications. 

APCo is required to file signed and executed copies of the service 
agreenieiits as approved and limited herein within thirty (30) days of this 
Order. 

All transactions under the approved seivice agreements shall be included 
in APCo's Anniial Report of Affiliate Transactions ("ARAT"). In addition 
t o  infoimalion currently provided in tlie ARAT, all transactions shall be 
reported in the ARAT as follows: 

(a) 
(b) 

(c) FERC account; 
(cl) Month; and 
(e) 

By Case Number in which tlie transactioiis were approved; 
Description of seivices provided to Virginia Transco and West 
Virginia Transco; 

Dollar amount paid to APCo for each type of seivice. 

For example, additional authority would be required under the Code from the Coniniission for Virginia Transco to 
construct, own, or operate transmission facilities in the Comnonwcalth or for APCo to transfer any such facilities to 
Virginia Traiisco. 

'' Based 011 o w  findings herein, the Motion to Dismiss is inoot. 

5 
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Finally, the proposed Money Pool Agreenient is approved subject to the following 

requirements, which we find are necessary to be in the public interest: 

(a) Only those AEP Transcos that are cui~ently authorized to provide 
transmission operations are eligible to join the Money Pool as a hl ly  
participating member. 

(b) At this time, Virginia Transco and West Virginia Transco may participate 
in the Money Pool Agreement to the extent necessary to implenient the 
limited service agreenierit approval panted herein. 

(c) Subsequent clmges to expand the participating members or any terms 
and conditions of the Money Pool Agreement require separate 
Commissio~i consideration and approval. 

(d) Applicants shall file a signed and executed copy of the anended Money 
Pool Agreement within sixty (60) days of its complete execution. 

Accordingly, IT IS SO ORnERED arid this case is dismissed. 

AN ATTESTED COPY of this Order shall be sent by the Clerk of the Coimnission to: 

George J. Clemo, Esquire, and H. A. Glover, Jr., Esquire, Woods Rogers, PLC., P. 0 . Box 

14125, Roanoke, Virginia 24038-4125; and James R. Bacha, Esquire, axid Hector Garcia, 

Esquire, American Electric Power Seivice Coi+poration, I Riverside Plaza, Columbus, Ohio 

43215; C. M. Browder, Jr., Esquire, Senior Assistant Attorney General, Office of the Attorney 

General, Division of Consurner Coiiiisel, 900 East Main Streel, Second Floor, Riclmiond, 

Virginia 23219; and a copy shall be delivered to the Conuiiission's Office of General Counsel 

arid the Divisions of Utility Accounting and Finance, and Energy Regulation. 

6 





any 

[JEST 

Will I< Y Tiaiisco be eiigaged exclusively in the traiisiiiission o l  electric energy in interstate 
comineice? If no, explaiii in detail the scope aiid extent of  its busiiiess operations that will be 
other than the traiisiiiissioil o€ electric eiiergy in interstate coiiiiiicrce. 

RESPONSE 

Yes 

WITNESS: Lisa M Barton 





Explain whetlier or not tlie service that is to be provicled by ICY Traiisco will fall within 
the defiiiitioii of “service” set forth in ICXS 278.0 lO(13). 

IC its application is granted, KY Transco will provide tlie sanie wholesale traiisiiiission 
service currently being provided by Kentucky Power; it also will be subject to the Federal 
Energy Regulatory Commission’s regulation aiid rateinaltiiig authority to the sanie extent 
as I<entncIty Power is with respect to Kentucky Power’ wholesale transmission service. 
Whether a particular aspect of ICY Traiisco’s transmission activities is subject to 
regulation exclusively by this Commission, exclusively by tlie Federal Energy Regulatory 
Commissioii jurisdiction, or both coiicurreiitly, tunis on tlie specific Iacts o r  the issw 
being considered, as well as tlie extent to wliicli, at tlie time the issiie arises, tlie Federal 
Eiiergy Regulatory Commission Iias preempted state regulation under the Supreiiiacy 
Clause of the Constitution or tlie Uiiited States. With those uiiderstaiidiiigs, it is ICY 
Traiisco’s belief that its wliolesale transmission service would constitute a “practice or 
requirement . . . relating to the service of any utility, iiicludiiig the voltage of electricity, 
aiid the geiieral quality . . . [and] quantity . . . of any commodity or product used for or in 
coiuiection with the business of any utility. . . .,” aiid geiicrally falls within the definition 
oCservice as set forth at ICRS 278.010(13). 

On the other hand, if i t s  application is denied, Kelitucky Transco woulcl oiily be subject at 
a state level to tlie more liiiiited regulation or  tlie Kentucl<y State Board On Electric 
Generation aiicl Traiisinissioii Siting. 

WITNESS: Raiiie I< Woludias 





If tlie service to be provided by ICY Traiisco will be within the defiiiitioii of “service” set 
forth in ICRS 2,78.010(13), explain tlie basis for wliether or not the service provided by 
1C.Y Traiisco will be subject to this Coimiiissioii’s ,jurisdictioii under each of the following 
statutes: 

a. KRS 2,78.040(2), relating to tlie regulation of service; 

b. KRS 278.225, relating to liability for unbilled service; 

c. I<RS 278.250, relating to complaints as to service; and 

d. KRS 278.280, relating to Coiimiissioii orders establisliiiig just, reasonable, safe, 
proper, adequate, or stifficieiit service to be fitrnished by any utility subject to its 
jurisdiction. 

111 answering this Data Request, the KY Traimo uiiderstaiids that tlie predicate to each 
Data Request subpart is that ICY Traiisco’s application is granted. Subject to tliat 
uiiderstaiidiiig, aiid the uiiderstaiidiiigs set Cortli in tlie response to Data Request 16, ICY 
Traiisco provides tlic following responses: 

a. Yes. Because its wholesale traiisiiiissioii service falls within the definition O C  “service” 
as set forth in KRS 278.01 O( 13), tlie Coiimiission woulcl have jurisclictioii over the 
service of ICY Traiisco, except to tlie extent tlie Supreiiiacy Clairse otlierwise 
mandates. 

b. Yes. Because its wholesale traiisiiiissioii service M I S  within the definition of “service” 
as set forth in I<RS 278.010(13), ICY Traiisco woulcl be subject to tlie uiibilled service 
requirements of KRS 278.225. 



c. Yes. Because its wholesale traiisiiiissioii service falls within the clefinitioii of “se~vice” 
as set fortli in ICRS 276.010(13), ICY Traiisco would be subject to the coiiiplaiiit 
proceedings uiider I<R§ 278.260 with respect to that service (but iiot rates or tarifls). 

d. Yes. Because its wholesale traiisiiiissioii service rails withiii the defiiiitioii of “service” 
as set fortli in ICRS 278.010(13), ICY Transco would be subject to Coiiiiiiissioii orders 
issued pursuant to ICRS 273.280 witli respect to that service (but iiot rates or tariffs). 





QUEST 

For each statute listed in Iteiii No. 17, if this Coimnissioii does have jurisdiction over tlie 
service provided by ICY Traiisco, explain wlietlier tlie jurisdiction is exclusive or 
concuil-eiit with tlie FERC under each statue. 

In answering this Data Request, the ICY Traiisco widerstaiids that the predicate to each 
Data Request siibpai-t is that ICY Traiisco’s application is granted. Subject to that 
understanding, a id  the uiiderstaiidings set forth in thc response to Data Request 16, ICY 
Traiisco provides the followiiig response: 

Uiider the Federal Power Act, FERC lias jurisdiction over the “transmission of electric 
energy in interstate coiiiinerce,” over tlie “sale of electric energy at wholesale in interstate 
conmierce,” and over “all €acilities for such traiisiiiissioii or sale of electric energy.” 16 
lJ.S.C. 824(b). FERC also lias authority under tlie Federal Power Act over users, 
owiiers a id  operators o f  the bulk-power system for purposes o f  approving electric 
reliability standards (see 1J.S.C. S 8240) as well as aiithority to issue permits for tlie 
“coiistrLictioii or inodificatioii of electric transmission ijcilities in a national interest 
transmission corridor designated by tlie Secretary [o f  Eiiergy].” 16 U.S.C. S 324p. 

FERC’s exercise of its jurisdiction with respect to interstate traiisiiiissioii up to the 
present time lias beeii primarily related to the setting of rates and tariffs, for which 
FER.C’s,jLirisdictioii is exclusive. See 16 1I.S.C. $5 82,4d, 324e. FERC may, from time to 
t h e ,  exercise its jurisdiction either exclusively or coiicurreiitly in other areas related to 
its ,jurisdiction over interstate traiisiiiissioii. Whether a particular aspect of 1C.Y Traiisco’s 
transmission activities is subject to regulation exclusively by this Coiimiissioii, 
exclusively by FERC, or both coiicurreiitly, turns on the specific facts of the issue being 
considered, as well as the extent to wliicli, at tlie time tlie issue arises, FERC has 
preempted state regulation uiidcr the Supremacy Clause of the Constitution of tlie United 
States. 

HTNESS: Raiiie IC: Wohiilias 





REQUEST 

I[ the service to be provided by ICY Traiisco will be within tlie defiiiitioii of “service” set foith in 
KRS 278.010(13), explain tlie basis for whether or iiot tlie service provided by ICY Traiisco will 
be subject to this Coiiiiiiission’s jiirisclictioii uiider each of the following regiilations: 

a SO7 I<AR 5:006, Sections 3 and 4, relating to reports and service iiiloriiiatioii; 

b. SO7 ICAR 5006, Section 5, relating to special rules or requirements; 

c. SO7 KAR ,5006, Section 6, relating to billings, meter readings aiid iiiformatioii; 

d .  SO7 ICAR 5:006, Sectioiis 7 and 8, relating to deposits and special charges; 

c SO7 ICAR 5:006, Sectioiis 9 aiid 10, relating to custoiiier coiiiplaiiits and bill adjustments for 
fast or slow meters; 

f SO7 ICAR 5006, Section 12, relating to custoiiier requests for termination 01 service, 

a“ ( 7  SO7 ICAR 5:006, Section 14, relating to re€Lisal or termination of service; 

11. SO7 ICAR 5:006, Sections 16, 17, aiicl 18, relating to iiieters; 

i. SO7 ICAR 5006, Sections 2.0 aiid 21, relating to poles; 

j .  SO7 ICAR 5006, Sections 22 aiic12,3, relatiiig to maps aiid records; 

1;. SO7 ICAR 5006, Sections 24 aiid 25, relating to a safety program aiid iiispectioii of systeiiis; 

1. 807 KAR 5:006, Section 26, relating to reporting accidents; 

i n .  SO7 I<AR 5 :01 I, relating to tariffs; 

n SO7 I<AR 5:041, Scctioiis 2 aiid 3, relating to geiieral requireiiieiils 
and standards for coiisti uctioii aiid iiiaiiitciiaiice; 
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o SO7 ICAR 5 041, Sectioiis 5, 6, and 7, relating to coiitinuity oi‘seivice, voltage and JicqLiciicy, 
aiid voltage records; 

p SO7 I<AR 5:041, Sectioii 9, relatiiig to iiieasuiiiig cusloiiier seivice; and 

q SO7 KAR 5:041, Sectioiis 13, 15, aiid 17, relatiiig to iiieter test equipiiieiit testing iiicteis. aiid 
accui acy. 

RE§POWSE 

In aiiswei iiig this Data Request, the I<Y Traiisco uiiderstaiids that the predicate to each Data 
Request subpart is that ICY Traiisco’s application is granted. Subject to that understanding, aiid 
tlie uiiclerstaiidings set forth iii tlie response to Data Request 16, I<\’ Tiaiisco provides the 
f‘ollowiiig iespoiises: 

8.  

13. 

C. 

cl . 

Y e s .  Because its wliolesale traiisiiiissioii service falls witliiii tlie defiiiitioii of “service” as 
set forth in KRS 278.010(13), ICY Traiisco would file tlie reports or otherwise provide tlie 
information required by 807 I<.AR 5:006, Sectioiis 3 aiid 4. ICeiitucky Traiisco notes that 
SO7 ICAR 5:006, Section 3(3) by its terms applies only to residential accounts aiicl would 
not be applicable to IC.eiitucl<y Traiisco’s provision of wliolesale traiisiiiissioii service. 

Yes .  Because its wholesale traiisiiiissioii service falls witliin tlie deiiiiitioii of “service” 
as set forth in IC.RS 278.010(13), ICY Traiisco would be subject to tlie limitations set forth 
in SO7 I<AR 5 :006, Section 5 regarding special rules and requireiiieiits as tlie regulation 
applies to ICY Traiisco’s wholesale transmission service (but not rates or tariffs.) 

Yes ,  to tlie extent not in coiiflict with tlie provisions o r  ICY Traiisco’s taiiff oii file with 
the Federal Eiiergy Regulatory Commission, ICY Traiisco would be subject to the 
icquirciiieiits of SO7 ICAR 5:006, Sectioii 6. In thc abseiice o l  such conflict, the basis lor 
the applicability of the regulation is tliat ICY Transco’s wliolesale iiansiiiissioii sei v ~ c c  
falls witliiii tlie defiiiitioii of“scrvice” as set foith in ICRS 278.010(13). 

Yes ,  to the extent not in coiiflict with tlie provisioiis of ICY Ti-aiisco’s tariff 011 file with 
the Federal Eiiergy Regulatory Commission, KY Traiisco woulcl be subject to tlie 
requirements of 807 KAR 5:006, Section 7, except that interest oii cleposits, if any, sliall 
be govei-lied by federal law or 1C.Y Traiisco’s federal tariff. In the abseiice of such 
conflict, tlie basis for the applicability of tlie regulation is that 1C.Y Traiisco’s wholesale 
transmission service falls within tlie definition of “service” as set forth in KRS 
27S.010( 1.3). 1C.Y Traiisco would 1701 be sub-ject to tlie provisions o-f 507 I<.AR. 5:006, 
Section S regarding special charges, to tlie extent they otherwise would be apljlicable, as 
such charges are rates within tlie exclusive jurisdiction of tlie Federal Energy R.egulatory 
Commission. 



e .  Yes, to the extent not in conflict with the provisioiis of 1C.Y Traiisco’s tariff 011 lile with 
the Federal Eiiergy R.egulatory Coiiiiiiissioii, I<.Y Ti-ansco would be subject to the 
requii-eiiieiits of SO7 KAR 5:006, Sectioiis 9 as it pertaiiis to 1C.Y Traiisco’s service (but 
not rates or tariffs) aiid 10. In the abseiice of such conflict, the basis for the applicability 
of the regulatioii to ICY Traiisco’s service (but iiot rates or charges) is that i<Y Ti-aiisco’s 
wholesale traiismission service falls within the deliiiitioii of “service” as set forth in  KRS 
2.78.01 O( 13). 

1: Yes, to the extent iiot in coiiflict with tlie provisions of ICY Traiisco’s tariff on file with 
the Federal Eiiergy Regulatory Coiiiiiiissioii, ICY Traiisco would be subject to tlie 
requireiiieiits of SO7 ICAR 5:006, Sectioii 12, except to the extent the regulation addresses 
teriiii nation and re- coiiiiec t i on charges which fall wi tliiii the exclusi ve juri scl ic t i on of the 
Federal Eiiergy Regulatory Commission. In the absence of such conflict, tlie basis for tlie 
applicability of the regulation to ICY Traiisco’s service (but iiot rates or charges) is that 
1C.Y Traiisco’s wlioIesaIe traiisiiiissioii service falls w i t h  the definition of‘ “service” as 
set forth in ICRS 2,78.010(1.3). 

a. I 7  Yes, to the extent iiot in coiiflict with the provisioiis of KY Traiisco’s tariff on file with 
the Federal Eiiergy Regulatory Commission, ICY Traiisco IVOL~IC~ be subject to the 
requireiiieiits of SO7 ICAR 5:006, Sectioii 14. In the abseiice of such coii.flict, the basis 
for the applicability of the regulation is that ICY Traiisco’s wholesale transmission service 
falls withiii the deliiiitioii of “service” as set forth in 1CR.S 278.01 O( 13). I<eiitucky 
Traiisco iiotes that certain provisioiis of SO7 KAR 5 :006, Sectioii 14, iiiclucliiig subparts 
l ( i ) (  I ) ,  2(c), aiicl 3, by their terms apply only to resideiitial accouiits aiid \47ouIcl not be 
applicable to Kentucky Traiisco’s provision of wholesale transmission service. 

11 Yes. I<Y Traiisco would be subject to the iequireiiieiits of SO7 ICAR 5:006, Sectioiis 16, 
17, and 18 ielatiiig to meters. ICY Traiisco’s wholesale traiisiiiissioii seivicc lalls witliiii 
the dcfiiiitioii oP “service” as set forth in ICRS 278.010(13), thiis rendciiiig i t  subject to 
the ideiitified regulatioiis. 

1. Yes, ICY Traiisco would be s~b jec t  to the requirements of 807 I<AR 5:006, Sections 2,0 
aiid 2.1, except with respect to any provisioii of SO7 ICAR 5~006,  Sectioiis regarcliiig rates 
or tariffs as rates and tariffs are tvitliiii the exclusive jurisdictioii of the Federal Energy 
liegulatory Commission. 1C.Y Traiisco’s wholesale traiisiiiissioii service falls \&Iiiii the 
definition of “service” as set forth in I<RS 273.010(1.3), thus rendering it subject to the 
iclentil-ied regulation except those provisioiis of tlie regulations dealiiig with rates or 
lariff’s. 

1 Giveii tlie iiatiire of the traiisiiiissioii system, KY Traiisco may coiisti uct ti ansmissioii 
lilies outside of ICeiitucky Power’s service territoiy; it woulcl iiot build anj7 ti ansiiiissioii 
piojects I<eiitucky Power would iiot construct. As a result, the piovisioiis of 507 ICAR 
5:006, Scctioii 22,(a)-(c) seeiii inapplicable, Olheiwise, ICY Traiisco would be siibject to 



I<-1 

111. 

11 I 

0 .  

13 , 
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[lie requirements of 807 ICAR 5:006, Sections 22 aiid 23 because KY Tiaiisco’s 
\\holesale traiisiiiissioii service falls within tlie defiiiitioii of “servicc” as sct 101 tli in ICRS 
378.0 1 O( I?), thus ieiideriiig it subject to the ideiitified regulations. 

Yes. KY Traiisco would be subject to tlie requirements of 807 ICAR 5:006, Sectioiis 24, 
5, aiid 26 relating to safety prograiiis, system inspection, a d  accident reporting because 
1C.Y Traiisco’s wholesale transmission service falls within the definition of “’service“ as 
set forth in 1C.R.S 2,78.01 O( 13), thus rendering it subject to the iclentified regulations. ICY 
Transco iiotes that 807 ICAR S : O O G ,  Sectioiis 5-7 do iiot appear applicable to its 
operations. 

Beca1.w its wholesale transmission service falls within the definition of “service” as set 
forth in ICRS 278.010(13), I W  Traiisco would be sub,ject to tlie provisioiis of SO7 1C.AR 
5101 1 as it relates to service only. Conversely, ICY Traiisco would not be sub,ject to any 
I-equireiiieiits of 807 ICAR. 5:Oll that related to ICY Traiisco’s rates or tariffs, incli.~ding 
any requirement that sucli rates aiid tariffs be filed with tlie Public Service Comiiiission 
of I<.eiitucky, as ICY Traiisco’s rates aiid tariffs are within the exclusive ,jurisdiction of tlie 
Federal Energy Regulatory Commission. 

Yes, to the extent tlie regulation is relates to the wholesale transmission service provided 
by 1C.Y Traiisco (but iiot its rates or tariffs.) Because its wholesale traiisiiiissioii service 
falls within the definition of “service” as set forth in ICRS 278.010( 1.31, l<Y Traiisco 
woulcl be subject to the provisions of 807 I U R  5:041, Sectioiis 2. and 3 except as tlie 
provisioiis pertain to rates or tariffs, which are within the exclusive jurisdiction o-f tlie 
Federal Energy Regulatory Commission. 

Yes. Because its wholesale traiisiiiissioii scrvice falls within the definition 01 “‘service” as 
set I‘ortli in ICRS 278.010(13), ICY Traiisco woulcl bc subject to tlie provisions ol SO7 
I<AR 5:041, Seclioiis 5, G aiid 7. 

Yes to the extent the regulation relates to ICY Traiisco’s wholesale transmission service. 
ICY ’Transco will be providing wholesale traiisiiiissioii service aiid not selling eiiergy 
within the Commonwealth aiid lieiice 807 KAR 5 :041, Sectioii 9 appears inapplicable to 
1C.Y Traiisco’s business. To the extent that 807 ICAR 5:041, Sectioii 9 is otherwise 
applicable to tlie wliolesale traiisiiiissioii of eiiergy in tlie Commoii~~~ealtli, 1C.Y Traiisco 
would be sthject to tlie provisions of tlie regulatioii because its wholesale traiismissioii 
service falls witliiii the definition of “service” as set forth in ICRS 2.78.0 10( 13). 

Yes, Because its wholesale traiisiiiissioii service falls withiii the clefinition o E “service” as 
set forth in I<.RS 278.010(13), ICY Traiisco would be sub,ject to the provisions of SO7 
KAR. S:O41, Sectioiis 13, 15, and 17 to the extent applicable to wholesale transmission 
service. 

WITNESS: Raiiie IC Wohiihas 





For each regulation listed in Item No. 19, if !his Conimissioii does have jurisdiction over 
the service provided by ICY Traiisco, explain wlietlier tlic jurisdiction is exclusive or 
coiicurreiit with the FER C under each regulation. 

In answering this Data Request, the ICY Traiisco uiiderstaiids that the predicate to each 
Data Request subpart is that ICY Traisco’s application is granted. Subject to tliat 
uiiderstaiiding, aiicl the understaiidings set lorth in the response to Data Request 16, ICY 
Tcaiisco provides the followiiig response: 

Under tlie Federal Power Act, FERC has jurisdiction over the “transiiiissioii of electric 
energy in interstate coiiiiiierce,” over the “sale o€ electric energy at wholesale in interstate 
coiiiiiiercc,” and over “all facilities for such traiisiiiissioii or sale of electric energy.” 16 
U.S.C. 5 824(b). FERC also has authority under the Federal Power Act over users, 
owiiers and operators of tlie bulk-power system for purposes of approving electric 
reliability standards (see 1J.S.C. 5 8240) as \vcll as authority to issue permits for the 
cccoiistructioii or modification o f  electric traiisinissioii lacilities in a national interest 
transmission corridor designated by the Secretary [of Energy].” 16 U.S.C. 5 824p 

FERC’s exercise or its jurisdiction with respect to interstate transmission up to the 
present time has been primarily related to the setting o l  rates and tariffs, for wliicli 
FERC’s jurisdiction is exclusive. See 16 U.S.C. $$  82,4ct, 8 2 4 ~ .  FERC may, from time to 
time, excrcise its jurisdiction either exclusively or coiicurrcntly in other areas relatcd to 
its juriscliction over interstate transmission. Whether a pai-ticular aspect of ICY Traiisco’s 
traiisiiiissioii activities is subject to regulation exclusively by this Commission, 
exclusively by FERC, or both concurreiitly, turns on the specific facts o f  the issue being 
consiclered, as well as the extent to which, at thc lime the issue arises, FERC has 
preeinptcd state regulation under the Supremacy Clause oC the Coiistit~rtioii oC the 1-Jnited 
States. 

’VVIITNESS: Raiiie I< Wolxihas 
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l ease  state yoear name, address, an by vvhom you are employed. 

My name is Julie M. Cannell. I am President of the advisory firm, J.M. Cannell, 

Inc. My business address is P.Q. Box 199, Purcliase, New Yorli 10577. J. M. 

Cannell, Inc. provides investor-related advisory services to electric utility 

companies and firms in the investment management, legal, insurance, and 

pub 1 i c relations pro fe s si o n s . These s e r vi c e s i n cl u d e expert reg u 1 a tory 

witness testimony; strategic industry analysis; investor perception audits; 

investor relations and communications counsel; and public presentations on 

industry and investment topics. 

I have known AEP for over three decades. Prior to establishing my advisory 

firm in February 1997, I was employed by the then New York-based 

investment manager, Lord Abbett & Company, from June 1978 to January 31, 

1997. During my tenure with Lord Abbett, I had a number of responsibilities. 

Primarily, I was a securities analyst specializing in the electric utility and 

telecommunications services industries and a portfoolio manager, both of 

America’s Utility Fund, an  equity utility mutual fund, for which Lord Abbett 

was a sub-advisor, and numerous institutional equity portfolios. I have been 

a member of the Wall Street Utility Croup, an  organization of security and 
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credit rating analysts having an expertise in the utility industry, for over 

thirty years. 

During my years as  an institutional investor, I followed AEP as  an 

analyst and invested in the company as a portfolio manager. I had frequent 

occasion to meet with the Company’s management over that  period, both 

individually arid in group forums, and came to understand the Company’s 

fundamentals well. 

Since forming my advisory firm in early 1997, my entire professional 

focus has been 011 the electric utility industry. For over 10 years, I authored 

an extensive monthly prkcis of developments in the industry. Further, I have 

conducted investor perception studies both for iiidividual utility companies 

and on broad issues for the Edison Electric Institute; worked with a number 

of utilities in an investor relations advisory capacity; and sponsored expert 

witness testimony from an investor perspective on behalf of electric utilities 

in 22 state regulatory jurisdictions. 

AEP has retained my firm in several capacities. In 1998, I conducted a 

perception study for the Company regarding its Investor Relations program. 

Subsequently, I provided expert witness testimony in rate cases for AEP 

subsidiaries Appalachian Power and Public Service Company of Oltlahoina in 

2006 and 2007, respectively. In 2010, I was hired to prepare a White Paper 

on investors’ views of the formation of AEP’s Transco (“White Paper”). 
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2 1  

~ s s ~ ~ ~ ~ ~ ~ ~ t ~  

On January 11, 2010, I was contacted via telephone by Josh Burkholder, 

Manager, Transmission Strategy and Business Development for REP. I was 

recommended to  Mr. Burkholder by members of AEP management who were 

aware of my previous work for the Company and the industry. Mr. 

Burkholder explained that AEP was forming a Transco and was interested in 

understanding investors’ views regarding it. He further stated that  AEP 

wished to retain me to author a white paper that  would be based on the 

outcome of interviews I would conduct with a cross-sample of members of 

the financial community. We executed an agreement letter for the 

assignment on January 21, 2010. 

What were you asked tan prepare fori. AEP? 

I was asked to write a white paper presenting investors’ views of the Transco 

formatioii and its impact. My understanding was that this paper would he 

used to help explain investors’ views of the Transco concept to AEP’s state 

regulators, and possibly other constituencies. 

blOW did yon Set abdjttlt pJi%paE%Qg the Whit& papell-? 

There were several steps involved: (1) selecting the analysts to be 

interviewed; (2) preparing the questions to be asked; (3) conducting the 

actual interviews; (4) compiling the data obtained; (5) writing the paper. 
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Please elaborate okl the analyst selec$iisilil process. 

The first step in the process was to select the interviewees. Based on my 

experience with perception studies, I knew that, in order to form a solid feel 

for investors' opinions, a relatively limited sample size would be sufficient. I 

also knew that individuals with a deep knowledge of the Company would 

offer the most informed opinions. Because the Company is in the best 

position to identify these investors, I asked AEP to supply ine the names and 

contact information of institutional analysts representing both the Buy and 

Sell Sides (Le., investment firms and investment banking firms), both equity 

and fixed income investments, and credit rating agencies. The list of 13 

names supplied by the Company represented analysts who followed the 

Company and who, accordingly, would be very familiar with the Transco 

formation. All worked for major firms. 

PRease describe how you 

ucted the intesviews. 

As background for the task of preparing the questions, I had a conference call 

with Mr. Burltliolder and several of his colleagues in the AEP transmission 

organjzation to  deepen my own knowledge of the Transco and to  understand 

the important issues surrounding its formation. What followed was an  

iterative process: I drafted questions, then submitted them to the Company, 

my client, to ensure they captured the key issues that needed to be 

actdressed. As I explain in my response to Data Request 4~, I followed u p  with 

additional questions not on the pre-prepared list where needed to gain 
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clarification or elaboration of a response. In short  order, a set of seven initial 

q u e s t i o n s was fi n a 1 i z e d . 

The interview process ensued. AEP’s Investor Relations Department 

first contacted the analysts via email, explaining that I would be calling them 

for the purpose of writing the white paper. Although I personally knew many 

of the individuals with whom I would be speaking, I also knew from my own 

days as an institutional investor that  there w o d d  be a greater willingness to 

grant an interview when the analysts understood that my assignment was 

being undertaken a t  the Company’s request. After the AEP email was sent, I 

called each of the analysts to set  up an appointment for a phone interview. It 

bears mention that  a key provision of securing time with the analysts was a 

promise of confidentiality, both in terms of disclosing their identity in the 

final paper and in attributing their remarks. This requirement of 

confidentiality extended to AEP; I did not share any attributed investor 

comments with the Company. I then proceeded to conduct the calls over 

approximately a two-week period. The duration of the calls ranged from 

roughly thirty minutes to one hour. After the initial interviews, I had 

subsequent conversations with several analysts a t  their request, both for the 

purpose of clariijring any questions they had posed and to Iiear additional 

thoughts they had to offer. 

Tdhaf WiBS ~nVo8Vc3d hil j3ift?paE%i’@ the TOZlP@K‘ .. itself? 

My first step was to compile the analysts’ responses by type of investor. The 

ca tego r i es were: B u y-S i d e E q u i ty; S el 1 -Si de Equity; I3 uy- S i de Fixe d - In c o me; 



CANNEL- 6 

1 

2 

3 

4. 

5 

6 

7 

8 

9 

10 

11 A. 

12 

13 

1 4. 

15 

16 

17 

28 

19 

20 

Sell-Side Fixed Income; and Credit Rating Agency. I then re-read and 

analyzed the responses and determined central tendencies on the topics 

covered in the questions. The writing followed. 

When I finished the first draft of the paper, I sen t  it to AEP for review 

and comment. Although suggestions were made concerning the draft to 

ensure the paper was both accurate and clear, there was no attempt on AEP’s 

part  to alter the material content, nor to alter the conclusions drawn. I was 

the ultimate decision maker on the final product. 

AE’P attempt to aratioaa of your 

report? 

Not a t  all. I t  was clearly understood from the outset of the project that  it was 

my sole responsibility to gather and communicate investors’ opinions 

regarding the Transco formation. Beyond what has already been noted- 

assistance in formulating questions and ensuring that  the final paper was 

factually accurate and clear-AEP did not attempt to participate in  the 

process. My standing practice is to supply my clients with progress reports 

on a project on a frequent basis; I did so with this project, as well. During the 

interview process, when the analysts aslted factual questions regarding the 

Transco, I interfaced with AEP to gain answei‘s. O n  average, I commuiiicated 

with AEP, either by telephone or email, weelily over the course of the  project. 
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Opco Risk Il,eveBs,’ yon state: “In this regard, the :majority of the 2 

3 investors believe that Opco risk would largely be u n c ~ ~ ~ ~ ! ~ e ~ ,  though 

5 ightly increase.” Beyond the content of the paper itseilff) can you 

6 

In reviewing my interview notes regarding Opco risk, I tallied the 7 A. 

analyst opinions’ about the direction of risk in terms of percentages: 8 

9 
10 
11 
12 

Higher: 18% 
Neutral 4- 6 YO 
Lower 36% 
Total: 100% 

In terms of offering additional insights, I observe that the report itself 13 

captured the essence (and sometimes, verbatim wording) of the analysts’ 1 4. 

15 responses in regard to risk levels they deemed either to remain the same or 

being lowered. I believe the analysts clearly conveyed that, for the most part, 16 

they perceive Opco risk levels as a result of the Transco formation largely to 17 

maintain the status quo, or sIightIy decrease. 

companies if certain fu~tun-e t i - a ~ i ~ ~ n i s s i o ~ ~  investments are owned by the 20 

21 

22 
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No interviewee offered the opinion that the existence of the Transco would 

result in a devaluation of operating companies. On tlie contrary, respondents 

generally applauded the fact that  valuing transmission after asset separation 

would be an easier task. In my opinion, that should not translate into a lower 

valuation for the Opcos. The simpler an investment is to understand, the 

more accurately a valuation for it can be determined. From the perspective 

of an equity analyst, focus is on tlie corporation as a whole, which means 

assessing the value of the sum of the parts. Fixed income investors and 

credit rating agencies value each legal entity within a corporation separately. 

Iasl YOUT ~~i~~~~~~~ if yon conducted the same study today, won8 

reach the same c ~ ~ c ~ ~ s ~ ~ ~ ~  as you 

Yes, I would. Over the past several years, other companies, including Ameren 

in August 2010, have announced their intention to form Transcos. 

Additionally, FirstEnergy, while having formed its Transco ATSI some years 

ago, recently signaled that it would be malting sizeable capital expenditures 

through that entity. Further, Entergy unveiled plans in December 2011. to 

separate a portion of its existing transmission assets and merge them with 

International Transmission Company with the intention of forming an 

independent Transco. Based on the companies’ respective stock prices a t  the 

time of the announcements, I would conclude that investors’ reaction to all of 

these announcements was neutral to positive. 

Does %Exis corracjlude your tes-tirnorriy? 

Yes. 
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