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PUBLIC SERVICE 
COM NI ISS ION 

KENTUCKY POWER COMPANY RESPONSES TO COMMISSION STAFF'S 
FIRST SET OF DATA REQUESTS 



IGmberly K.  Chilcote, upon being first duly sworn, hereby makes oath that if the 
foregoing questioiis were propounded to her at a hearing before the Public Service 
Coiixiiissioii of Kentucky, she would give the answers recorded following each of said 
questioiis and that said answers are true. 

State of Ohio 

County of Franklin 

1 

1 
) Case No. 201 1-00245 

Sworn to before me and subscribed in my presence by Kimberly K .  Cliilcote, this 
tlie 7 day of Septeiiiber, 201 1. 

J 

i 
MY 

My Coinmission Expires: 3 -/ - ;7n/c , r’ 



Lila P. Muiisey, upon being first duly sworii, hereby makes oath that if the foregoing 
questions were propounded to her at a heariiig before the Public Service Coiiiiiiissioii of 
Ikiitucky, she would give the aiiswers recorded followiiig each of said questions aiid that 
said aiiswers are true. 

/)TI?- 
Lila P. Muiisey 

Coiiiiiionwealtli of ICeiitucky ) 

County of Fraizltliii 1 
) Case No. 201 1-0024S 

Sworn before me aiid subscribed in iiiy preseiice by Lila P. Muiisey, this the 
@ day of September, 201 1. 

My Con?missioii Expires: 3 



Aaron M. Siidt, upon being first duly swoiii, liereby nialtes oath that if the foregoing 
questions were propounded to liiiii at a hearing before the Public Seivice Conmission of 
Kentucky, he would give the answers recorded followiiig each of said questions and that 
said answers are true. 

Aaron M. Siidc 

State of K.entuclcy 

County of Lawrence 

) 
) Case No. 201 1-0024.5 
) 

Sworn to before ine and subscribed in my presence by Aaron M. Sink, this the 
of September, 201 1. 

My Coiiiiiiissioii Expir 





For the pa iod  fioiii Noveilibex 1, 2010 through April 30, 201 1, list each veiidor liom \1~110111 coal 
\vas purcliased aiid the quantities aiid the nature of each purchase (e.g., spot or coiitiact). Foi the 
period Liiidei- review iii total, provide the percentage of purcliases that were spot versiis contract. 

RESPONSE 

See the table below for the requested iiiforiiiatioii. 

Percent Spot Coal 8.5% 
Percent Contract Coal 90.1% 

Percent Consigned Coal 1.5% 

I The Central Coal and Magiiiiiii deliveries weie coiisigiiiiieiits lrom Appalachiaii Power 
Company that were disciissecl in the last review OC I<eiitucky Power's Fuel Adjustment Clause, 
Case No. 201 0-00490 Tlie coiisigiied tons repoited in the table above represent con1 that \vas 
( fclivered in Noveniber 20 10 to complete ilie coiisigiuiieilt volumes. 
'KlTTNESS: Kimberly I< Cliilcote 





Kentucky Power company 

For the period from November 1, 201 0 through April 30, 201 1, list each vendor from wliom 
natural gas was purchased for geiieratioii and the quantities and the nature of each purchase (e.g., 
spot or contract). For contract purchases, state whether the contract has been filed with the 
Commission. If 110, explain why it has not been filed. 

IGmtucky Power Coiiipany did not purchase natural gas for geiieratioii during the period under 
review. 

VW"NESS: Kimberly K Chilcote 





State wlietlier Kentucky Power engages in hedging activities for its coal or natural gas pmchases 
used for generation. If yes, describe the liedging activities in detail. 

Kentucky Power has not engaged in any hedging activities for its coal purchases duriiig the 
review period. 

VJIITNESS: I<iiiiberly IC Chilcote 





REQUEST 

For each generating station or unit for which a separate coal pile is maintained, state, for the 
period from Noveiiiber 1 , 2010 tlwougli April 30, 201 1 , the actual amount of coal burned in tons, 
the actual aiiiouiit o€ coal deliveries iii tons, the total ltWh generated, and the aciual capacity 
factor at which the plant operated. 

Big Sandy Plant, for the period Noveiiiber I ,  20 10 tlu-ougli April 30, 20 I 1 : 

Coal Burned, tons 1,356,934- 
Coal Deliveries, tons 1,387,126.62 
Net Generated, MW1i 3,360,680 
Net Capacity Factor, YO 7 1.77 

WITNESS: Aaron M Sild< 





€Q§C case No* 2011-00245 
Connamission StaffPs First Set of Data Requests 

Order Dated August 23, %ORB 

Page 1 off1 
Item No. 5 

List all fiiiii power coiiiiiiitiiieiits for Keiitucky Power from November 1, 2010 through April 30, 
201 1 for (a) purcliases aiid (b) sales. This list sliall identify tlie electric utility, tlie aiiiouiit of 
coiiuiiitiiieiit in MW, aiid tlie purpose of the coimiiitineiit (e.g., peaking, emergency). 

RESPONSE 

(a) Firm power purchases: 

AEP Geiierating Coinpaiiy (Unit Power 
Agreeiiieiit - Rockpoi? Plaiit Base Load) 393 MW 

(b) Firiii power sales: 

Coiiiiiiitineiits for ICeiitucky Power Coiiipaiiy, other tliaii retail ,jurisdictioiial 
cListoiiiers, are the Cities of Olive Hill aiid Vaiiceburg, Kentucky as sliowii below. 
The iiuiiibers listed below represent tlie Network Service Peak Load for each 
customer’s aiuiual suiiiiiier peak coiiicident with PJM. The Cities use the power as 
load followiiig service to their citizens. 

City of Olive I-rill 6.2 MW 
City of Vaiiceburg 13.4 MW 

WITNESS: Lila P Muiisey 





Kentucky Bower Company 

Provide a monthly billing suiiiiiiary of sales to all electric utilities for the period Noveiiiber 1 , 
2010 tlxough April 30,201 1. 

Please see attached pages. Due to the volumiiious iiature of this response, the Company is 
providing the Commission with one original hard copy and additioiial copies on attached CD. 

WITNESS: Lila P Muiisey 



List Kentucky Power’s sclieduled, actual, and forced outages from November 1 , 20 10 tlu-ough 
April 30,201 I .  

Please see Pages 2, and 3 of this response for tlie scliedule of outages. 

In preparing responses to tlie data requests, Keiitucky Power iioticed that the forced outages in 
Deceiiiber 20 1 0, March 20 1 1 , aiid April 20 1 1 were iiot iiicluded in the Power Traiisactioii 
Schedules that are filed iiioiitlily with the other bacltup inforiiiation. The exclusion of the forced 
outages does not require a fiiiancial adjustment, as the Big Saiidy fuel rate was higher than the 
substitute energy cost. 

Although there was no iiioiietary difference, iiiteriial control measures have been iiiipleiiieiited to 
eiisure that tlie forced outages are not omitted fioiii the bacltup filings in the h m e .  

WITNESS: Aaron M Silk, Lila P. Muiisey 
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Order Dated August 23,201 1 
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List all existing fuel contracts categorized as long-term (Le., one year or inore iii length). Provide 
the followiiig iiiforiiiatioii for each contract: 

a. 
b. 

d. 
e. 
f. 
g. 
11. 

.I- 
IC. 

C. 

1. 

Supplier's name aiid address; 
Name and locatioii of production €acility; 
Date when contract was executed; 
Duration of contract; 
Date(s) of each contract revisioii, modification, or aiiiendiiient; 
Aiuiual toimage requireiiieiits; 
Actual aiuiual toimage received since the coiltract's inception; 
Percent of aiuiual requirements received during the coiltract's teiiii; 
Base price iii dollars per toii; 
Total amouiit of price escalations to date in dollars per toii; aiid 
Cui-reiit price paid for coal under the contract in dollars per ton (i + j ) .  

Please see the attached pages. 

WilTBJESS: Kimberly IC Cliilcote 



ICPSC Case No. 201 1-00245 
Order Dated August 23,20 1 1 

Item No. 8 
Page 2 of 6 

This response is provided for the time period of November 1, 2010 through April 30, 201 1 and lists 
all pertinent fuel contract inforination requested. 
Please not that all contracts are annual fixed price agreeiiieiits and do not escalate based 011 price 
indices. The response to “i7’ reflects the first year fixed price of tlie contract when executed. The 
respoiise to ‘Y is the fixed price of tlie contract at the end of the review period (April 30, 201 1). 

a. 
b. 

c. January 1 ,  2007 
d. 
e. 

f. 

g&h. Year Tom Received Percent of Aiinual Requirements 

Argus Energy LLC, P.O. Box 416, Kenova, WV 25530 
Bear Branch Mine in Lawrence County, ICY, ICiali Creek Milie in Wayiie Couiity, WV, 
and the Spurlock L,oadout/Miiie in Floyd County, ICY 

January 1,2007 - Deceiiiber 3 1,201 1 
February 5, 2009, April 29,2009, April 27, 2010, September I O ,  2010, and January 19, 
201 1. 
240,000 tons in 2007 through 2008; 203,200 tons in 2009; 212,583 tons in 2010, 120,000 
toils in 201 1 plus 33,410 2010 shoi-tfall tons to be delivered by Julie 30,201 1. 

2007 2 37,748‘!’ 99% 
2008 179,240 75% 
2009 2 10,426 104% 
2010 179,173 
201 1 

i. $5 1.7.5 FOR Plant. 
j .  None 
k. 
:$ Iiicludes deliveries to synfuel processing. 
w 201 1 shortfall tons received through April 30, 201 1 applied loward 2010 obligation 

g70/o’:: ::: 
26,257*:: 0% *: :k 

$57.40 FOB Plant in 201 1. 

calculation per Part (0 above, aiid zero tons applied to 201 1 obligation. 



KPSC Case No. 201 1-00245 
Order Dated August 23,20 1 I 

Item No. 8 
Page 3 of 6 

BEECH PORI< PROCESSING (C~ntn-act No. 
a. 
b. 

c. June 13,2008 
d. 
e. 
f. 

g8rIi. Year Toils Received Percent of Annual Requireiiieiits 

Beech Fork Processing, Iiic., P.O. Box 190, Lovely, ICY 41231 
Bear Branch Mine in L,awrence County, KY, Kiah Creek Mine in Wayne Couiity, WV, 
aiid the Spurlock L,oadoiit/Miiie in Floyd County, KY 

January 1,2008 - December 3 I , 201 1 
February 5, 2009, January 19, 201 I , and January 27,201 1. 
120,000 toiis in 2008; 240,000 tons in 2009 aiid 2010. 97,137 2010 sliortfhll tons to be 
delivered ratably over 201 1 as part of the 2010 obligation. 

2008 56,483 47% 

2010 142,864 62%:k 
201 1 5 , 3 5 0:: N/A $: 

2009 306,533 128% 

i. 
,j. None 
IC. 
'"01 1 shortfall tons received through April 30, 201 I applied toward 201 0 obligation calculation 

$49.00 FOB Plant; $5 1 .OO FOB Barge 

$52.50 FOB Plant; $54.50 FOB Barge 

per Pai-t (f) above, with no tonnage obligation under the agreement in 20 1 1 . 

BEECH FORI< PROCESSING QCIP~OWA NQ, os-son) 
a. 
b. 

c. June 13,2008 
d. 
e. 
C. 

g&h. Year Toils Received Percent of Aiiiiual Requirements 

Beech Fork Processing, Iiic., P.O. Box 190, L,ovely, KY 41231 
Bear Braiich Miiie in  Lawreiice County, KY, and the Spurlock Loadout/Mine iii Floyd 
CoLlllty, 1<Y 

October 1, 2008 - Deceiiiber 3 1 , 201 3 
Febriiary 5,2009, August 30, 2010 and January 27, 201 I .  
180,000 toils iii 2008; 450,000 toils in 2009; 360,000 tons iii 2010 and 1101 1; 210,000 tons 
in 2012; 120,000 in 2013. 

2008 0 0% 
2009 630,502 140% 
2010 3 60,44 3 100% 
201 1 108,912 9 1 O/o :i: 

i. $92.00 FOB Plant. 
j .  Nolie 
k. $72.29 FOB Plant. 
'>Based oil requireiiients through April 201 1 



KPSC Case No. 201 1-00245 
Order Dated August 23,201 1 

Iteiii No. 8 
Page 4 of 6 

IICG? LLC (Contsact No. 07-9011) 
a. 
b. 
c. January 2,2007 
d. 
e. 

f. 

g&l1. Uear Tons Received Percent of Aiinual Requirements 

ICG L,LC,  300 Corporate Centre Drive Scott Depot, WV 25560 
Supreme Energy, Raven Miiie, and Hazard Milie in I<iiott County, KY 

January 2, 2007 - December 3 1, 201 2 
September 29, 2008. July 3 1 , 2009, JUIY 15, 201 0, September 10, 201 0 December 13, 
201 0 aiid April 14,201 1. 
120,000 toils in  2007; 240,000 per year in 2008 through 20 10; 360,000 toiis in 2.0 I I .  
240,000 toils in 2012. 

2007 117,544 98% 
2008 196,336 82% 

201 0 227,984 9.5% 
2009 278,479 116% 

201 1 1 64,8 14 137%" 
i. $48.00 FOB Railcar. 
j. None 
IC. $58.75 FOB Railcar. 
':'Based on requireiiieiits tliro~igli April 20 1 1 

CLIFFS LOGAN COUNTY COAL, LLC (FormerIl~ 31NR-WVLC~t~t~ab-.8 NO. 08-900) 
a. 

b. 

c. February 27,2008 
d. 
e. 
f. 

g&h. Year Tom Received Perceiil of Annual Requirements 

Cliffs Logan County Coal, L,LC 1 100 Superior Aventie East, I 5'" Floor, Cleveland, OH 
441 14- 
Toiiey's Fork Mine in Logan county, WV aiid other mines operated by the seller or its 
affiliates in Logan, Boone, or Wyoming County, WV 

May 1, 2008 - Deceiiiber 3 I ,  2,0 I2 
December IS, 2008, December 19, 2,008, Jaiiiiary 26, 2009, and November 30, 2010. 
240,000 toils from May 1, 2008 througli Deceiiiber 3 1,2.008; 465,000 tons in 2009 and 
360,000 toils per year in 2,010 through 2012. 

2008 135,564 5 6% 
2009 426,069 92% 
201 0 360,000 108% 
201 1 360,000 1640/0:!: 

i. $70.00 FOB Railcar 
j .  None 
IC. $72.00 FOB Railcar 
':Based on requirements throiigh April 20 1 1 



KPSC Case No. 201 1-00245 
Order Dated August 23, 201 1 

Itern No. 8 
Page 5 of 6 

IrnNTUCKU FUELS (Contriiact No. 10-90%) 
a. 
b. 
c. November 15, 2010 
d. 
e. None. 
f. 
g&h. m Toils Received Percent of Aiiiiual Requireineiits 

Kentucky Fuels Corporation, 189 Four Mile Branch, PO Box 130, Mousie, ICY, 41 839 
Bent Mountain and Bevins Braiicli Mines, Pike Coniity, ICY 

October 1,20 10 tlirougli Deceinber 3 1,20 1 1 

60,000 toils from October througli Deceinber of 201 0; 420,000 toils over 20 1 1 

2010 4 1,824 69% 
201 1 138,574 69%* 

i. $75.00 FOB Plant 
j .  Noiie 
IC. $72.86 FOB Plant 
<:Based on requireiiieiits through April 201 1 

--- RHINO ENERGY, LLC ( c o m t c t  NO. no-900) 
a. 
b. 
c. August 18,201 0 
d. 
e. August 25,2010 
f. 

g&h. Tons Received Percent of Aiiiiual Requireiiieiits 

Rhino Energy LLC, 424 Lewis Hargett Circle Suite 250, Lexington, K Y  40.503 
Bevins Branch Mine in Floyd County, KY 

October 1,20 10 through December 3 1 , 20 13 

30,000 lolls from October tliro~igli Deceniber of 201 0; 480,000 tons per year for 20 1 1 
tllroLlgll 20 1 3. 

2010 41,903 140% 
201 1 154,490 9 7 ol0 2: 

i. $73.00 FOB Plant 
j .  Noiie 
k. $69.75 FOB Plant 
'!'Based on requirements tlirougli April 20 1 1 
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Iteiii No. 8 
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jiTtXN1TY COAL MAWETHNG, ELC (Cont~sc t  NO. 07-900) 
a. 
b. 

Trinity Coal Marltetiiig LL,C , 4978 Teays Valley Road, Scott Depot, WV 25560 
Levisa Fork Mine in Floyd County, KY; Rear Fork Milie in Pike County, KY; Little Elk 
Milie iii Breatliitt, Kiiotl, and Perry Counties, KY; Falcon Resources Mine in Boone 
County, WV 

c. February 27,2007 
d. Jaiiuary 1 , 2007 - December 3 1,201 0 
e. March 20,2009, April 29, 2009, June 26, 2009, and April 27, 2010. 
f. 120,000 tons in 2007; 240,000 per year in 2008; 200,000 per year in 2009; 290,000 per 

year in 20 10 
g&l1. Year Tons Received Percent of Aiiiiual Requireinelits 

2007 119,819 100% 

2009 193,924 97% 
2010 297,995 103% 
$4-5.95 FOB Railcar; $52,.00 FOB Tr~ick; $55.50 Barge 

$47.95 per ton FOB Railcar; $54.00 per ton FOB T r ~ c k ;  $57.50 per toii FOB Barge 

2008 184,793 77% 

i. 
j .  None 
k. 

- TMNHTy M m l % T I N G ,  (@Onbract NQ. 87-905) 
a. 
b. 

c. November 6, 2007 
d. 
e. 
f. 

Trinity Coal Marketing LLC , 4978 Teays Valley Road, Scott Depot, WV 25560 
Prater Branch Mine in Floyd County, K Y  and Booiie County WV; Falcon Resources Milie 
iii  Booiie County, WV 

January 1 , 2008 - December 3 1 , 201 2 
March 20, 2009 (2 ameridiiieiits), June 2G, 2009, April 27, 2010, July 29, 2010. 
71,252 (Actual) tons in  2008; 193,264 (Actual) tons in 2009; 144,045 (Actual) tons 
January through May 201 0; 0 tons for June and July 201 0; 20,000 tons per month for 
August and September 2010; 30,000 tons in October 2010; 20,000 tons per month for 
November and Deceinber 2010; 30,000 tons per month for January tlirougli August 201 1; 
20,000 tons per month from Septeinber tliro~igh December 201 2. 1,080,000 total toils 
u Ii d er agre em e 11 t . 

g&h. Year Toiis Received Percent of Aiiriual Requirements 
2008 71,253 1 ooo/o:~ 

2009 19 1,900 99% 
2010 255,688 101% 
201 1 

i .  $47.00 FOB Railcar; $53.00 FOB Tr~ck ;  $56.00 FOB Barge 
j .  None 
It. 
:I: 2008 obligation updated to reflect actuals per Amendment 20 10-2. 
:*:!:Based oil requirements through April 201 1 

102,454 8 5 o/o :I: :* 

$52.50 FOB Railcar; $58.50 FOB Plant (Truck); $62.00 FOB Barge 





a. State whether Kentucky Power regularly coiiipares the price of its coal purchases to those 
paid by other electric utilities. 

b. If yes, state: 

( I )  How I<.eiitucky Power's prices compare with those of otlier utilities for the 
review period. Iiiclude all prices used iii the coiiiparisoii in cents per MMbtu. 

(2) Tlie utilities that are iiicluded iii this coiiiparisoii aiid their locations. 

a. Yes. Quarterly a review iiieetiiig is lield with the American Electric Power Service 
Coil3oratioii (AEPSC) f k l  procureiiieiit team aiid Keiitucky Power in which the delivered 
cost of coal is coiiipared with several utilities usiiig two iiietliods. The first method compares 
the data over a twelve-iiioiitli rolliiig period aiid the secoiid method coiiipares the data over 
aimual periods back to 2000. The data is froiri a variety of' outside soiirces aiid therefore 
could coiitaiii errors, as well as iiicoiisisteiicies betweeii the data provided. This comparison 
is doiie strictly to provide a point oC refereiice aiid iio purchasing decisioiis are made based 011 
tlie comparison. 

b. (1) and (2) Tlie followiiig table iiicludes the utilities against wliicli ICeiitucl<y Power compares 
its fiiel prices in the quarterly iiieetiiigs described above. The hiel cost data here was obtaiiied 
from Velocity Suites which is a search eiigiiie that, in this case, ttsed iiioiitlily fitel cost 
inf'oriiiatioii f'roiii tlie U.S. Eiiergy Iiiforiiiatioii Ageiicy (EIA) Form 923 for tlie period of 
November 20 IO tlxough April 2,O 1 1 . 



This table shows that, for the companies included in the coiiiparisoii, Keiituclcy Power has the 
third highest fix1 costs for tlie review period on a cents per iiiillioii British Tlieriiial Units 
(MMBTU) basis. However, it should be noted that the file1 being delivered to tliese facilities 
may not be of tlie same quality or mixture as that being delivered to Kentucky Power. A 
review oE the siililir data shows that Kentltucky Power purchased coal with the lowest s~zlfiir 
content of all of the coiapanies included in the comparison. 

Monongaliela Power Co 
East IGmtucky Power Coop 

I<entucly Utilities Co 
Duke Energy Kentucky 

Louisville Gas & Electric 
CO 

260.80 
257.20 
241.12 
212.25 
205.43 

WITNESS: Kiinberly IC Cliilcote 





State the percentage of Kentucky Power's coal, as of the date of this Order, that is delivered by: 

a. Rail; 
b. Truck; or 
c. Barge. 

Over the historical period from Noveiiiber 20 10 tlxougli April 20 1 1 , and iiicludiiig the data 
available up to August 23, 201 1 , the percentage of I<.PCo's coal by delivery method is as follows: 

a. Rail: 46% 

c. Barge: 0% 
b. Truck: 54% 

WITNESS: Kimberly I<. Chilcote 





a. 

b. 

C. 

d. 

e. 

State Kentucky Power's coal iiiveiitory level in tons aiid in iiumber of days' supply as 
of April 30, 201 1. Provide this information by generating station and in tlie 
aggregate. 

Describe the criteria used to deteriiiiiie iiumber of days' supply. 

Compare Kentucky Power's coal inventory as of April 30, 201 1 to its inventory 
target for that date for each plant aiid for total inventory. 

If' actual coal inventory exceeds iiiveiitory target by 10 days' supply, state the reasons 
for excessive inventory. 

(1) State whether Kentucky Power expects any sigiiificant 
changes in its current coal inventory target within the next 12 inontlis. 

(2) If yes, state tlie expected cliaiige and the reasons for this 
cliaiige. 

a. As of April 30, 201 1, Kentucky Power's actual coal iiiventoiy level was 274,368 tons, or 27 days 
Of SLI~JP~Y. 

b. Days ~ ~ p p l y  is deteriniiied by dividing the tons of coal in storage by the fir11 load bmn rate (tons 
per day). 

274,368 tons in storage as of413012011 = 27 days 
10,300 (full load burn rate - toiislday) 

C. As of April 30, 201 I ,  Kentucky Power Company's coal iiiveiitoiy was 3 days under its target. 

d. NIA 

e. No. 

V41'ITNESS: Ihiber ly  I< Chilcote 





KPsc case No. 201 1-00245 

Order Dated Angasst 23,20111 
Ifem No. 12 

~ o ~ ~ ~ ~ s ~ ~ o ~  StaffFs First Set of Data Requests 

Psege 1 of1  

a. State whether Kentucky Power has audited aiiy OF its coal contracts during tlie period from 
November 1, 2010 tlwough April 30, 201 1. 

b. If yes, for eacli audited contract: 

(1) Identify tlie contract; 
(2) Identify tlie auditor; 
(3) 
(4) 

State tlie results of tlie audit; and 
Describe tlie actioiis that Kentucky Power took as a result of the audit. 

a. Kentucky Power did not audit aiiy of its coal contracts during the period from November I ,  
2010 tlwougli April .?O, 201 1. 

b. N/A 

VdHTNESS: I<.iiiiberly K Cliilcote 





a. State whether Kentucky Power has received any customer complaints regarding its 
FAC during tlie period from November 1 , 20 10 tluougli April 30, 20 1 I .  

b. If yes, for each complaiiit, state: 

(1) The nature of the complaint; aiid 
(2) I<eiitucky Power's response. 

Kentucky Power did not receive any customer complaints regarding its FAC during Ilie period 
€ram November 1 , 20 10 to April 30,20 1 1. 

TdIITNESS: Lila P Muiisey 





m Q UE S T 

a. State wliether T<eiitiicky Power is currently iiivolved in aiiy litigation with its current or 
former coal suppliers. 

b. If yes, for each ligitation; 

(1) Identify the coal supplier; 
(2) Identify the coal contract involved; 
(3) State the potential liability or recovery to Keiitucky Power; 
(4) List the issues presented; and 
(5) Provide a copy of tlie coinplaint or otlier legal pleadiiig that initiated tlie litigation 

aid any answers or couiiterclaiiiis. If a copy has previously been filed with tlie 
Commission, provide the date on which it was filed aiid the case in which it was filed. 

c. State tlie current status of all litigation with coal suppliers. 

RESPONSE 

a. Keiit-Ltcky Power is not currently iiivolved in any litigation with its cui-reiit or former coal 
suppliers. 

b. N/A 

c. N/A 

WITNESS: Kiiiiberly IC Cliilcote 





a. During the period fi-om November 1 , 20 10 through April 30, 20 1 1, have there been 
any changes to Kentucky Power's written policies aiid procedures regarding its fiiel 
procurement? 

b. If yes: 

(1) Describe tlie changes; 
(2) 
(3) 
(4) 

Provide tlie written policies aiid procedures as changed; 
State tlie date(s) tlie changes were made; and 
Explain why tlie changes were made. 

c. If no, provide the date Kentucky Power's cui-reiit fiiel procurement policies and 
procedures were last changed, wlien they were last provided to the Conunission, 
and identify the proceeding in wliicli tliey were provided. 

a. Yes. 

b. 1) Tlie Fuel Emissions & Logistics (FEL) Procurement Policy was consolidated to iiialte 
tlie document more coiicise and easier to read and review. The description of the 
organization was also updated to reflect the current reporting structtire aiid 
responsibilities of each group, as was reported in Item No. 31 in Case No. 2010-004.90. 

2,) Please see Page 2 oftliis response. 

3) The updated version of the procureiiieiit policy was approved on February 17,201 1. 

4) Prior to the version approved in February 20 1 1 , tlie FEL Procurement Policy was last 
revised and approved in 2004. Since that time the organization had changed €imctioiially, 
and tlie policy was updated to more accurately reflect tlie cui-reiit reporting structure and 
responsibilities within the orgaziization. 

C. NIA 

PVIIITNESS: Kiiiiberly I< Chilcote 
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The purpose of th is  document is to describe the procurement policy (the 
Policy) utilized by the Fuel, Emissions & Logistics (FEL) organization within 
the American Electric Power Service Corporation (AEPSC). The FEL 
organization is responsible for the procurement of fuel, reagents, 
transportation services, and emissions allowances. The Policy was 
developed to help ensure that appropriate procurement guidelines are 
followed. This document is not intended to provide detailed, step-by-step, 
procedures for p rocu remen t. 

This document summarizes the roles and responsibilities of the various 
groups within t h e  FEL organization as they pertain to the procurement of fuel, 
reagents, and transportation. This document also contains a general 
discussion of policies to be followed when participating in hedging activities. 

This document replaces the FEL Fuel Procurement Policy from 2004, which 
was the most recent approved version. This document is intended to be  
updated on an as-needed basis, to ensure consistency with current 
organizational structure and any relevant changes to company or regulatory 
pol icy. 
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1.0 The Fuel, Emissions (& Logistics (FEL) 

1- I Roles and Responsibilities of  the FEL 

The FEL organization operates within the Generation organization of the 
AEPSC, and provides procurement and transportation services for the fleet of 
power plants owned and operated by American Electric Power (AEP or the 
Company) and its operating companies, as well as the Ohio Valley Electric 
Corporation (OVEC), the Indiana Kentucky Electric Corporation (IKEC) and 
the Cardinal Operating Company. The Senior Vice President (SVP) of FEL 
reports to the Executive Vice President (EVP) of the Generation organization 
of the AEPSC. The FEL organization is responsible for procuring all the fuel 
(coal, natural gas, fuel oil, and hiofuels), reagents (trona, urea, lime, 
limestone, and activated carbon, etc.) and associated transportation services 
required by the power plants. FEL is also responsible for the management of 
fuel and transportation-related assets including AEP’s River Operations, the 
Cook Coal Terminal, the Conesville Coal Preparation Plant, the Alliance and 
Metropolis Rail Car Facilities, the Dolet Hills Mining Company, and the 
Central Coal Laboratory. FEL also oversees the operations of the Sabine 
Mining Company. 

FEL is also responsible, through market activities, for supporting AEP’s 
Environmental Services organization to ensure that AEP and its operating 
companies are holding sufficient allowances to achieve compliance with any 
applicable regulations. 

The FEL organization provides current market-based pricing information to 
AEP’s Commercial Operations organization. This information is used for 
generation-related functions on behalf of the operating companies. 

FEL communicates with the Production Optimization group daily and monthly 
so that load forecasts and fuel purchasing are effectively coordinated to 
ensure that plants receive adequate supplies of fuel to meet the planned 
dispatch for generating units over the short-term. For long-term procurement 
planning, FEL cornmunicates with the groups that are responsible for 
developing the Integrated Resource Plan, which include, but are not limited 
to, the Corporate Planning 8 Budgeting and Generation organizations. 

FEL supports, as necessary, fuel-related regulatory activities in response to 
state and federal agency requirements, including preparation of reports, 
testimony, schedules and interrogatory responses. 

February 201 1 FEL Procurement Policy 
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f 2  Organizational Structure of 

The SVP of FEL has the ultimate responsibility to ensure that AEP’s 
generating stations maintain appropriate and reliable supplies of fuel and 
reagents consistent with generating unit requirements and environmental 
regulations, as well as the means to transport those materials to the plants. 

The following groups report to the SVP of FEL: 

Fuel Analysis 2% Emissions 
Thq Fuel Analysis & Emissions group is responsible for economic and 
operational impact analysis support relating to fuel, power plant emissions, 
and operational limitations. This includes reporting on fuel and 
environmental impacts and management cost reporting and variance 
analysis. This group is also responsible for the development of monthly 
fuel forecast development. This group oversees the planning and 
execution of procurement and disposition of emission allowances for 
compliance requirements, and is also responsible for Sarbanes-Oxley 
compliance and Information Technology (IT) project oversight for the 
group. The Fuel Contract Administration group within Fuel Analysis Q 
Emissions is responsible for contract administration of coal, reagents, 
biofuels and transportation 

Operations 8, Mining 
The Operations & Mining group within FEL is responsible for the Dolet 
Hills, and Oxbow mining-related activities as well as the operations of the 
Cook Coal Terminal, Metropolis Rail Car Facility, Alliance Rail Car Facility, 
Conesville Coal Preparation Plant, the Central Coal Lab, and the 
combined land and mineral development team within FEL. The Operations 
& Mining organization also oversees the mining-related activities at the 
Sabine Mining Company, which is operated by a third party. 

6 Boat Operations 
The Boat Operations group is responsible for Indiana & Michigan Power’s 
River Transportation Division, River Operations’ facilities in Paducah, KY, 
Lakin, WV and Mobile, AL, and seven facilities in greater New Orleans, 
LA. Boat Operations serves the following regulated operating companies: 
Appalachian Power, Ohio Power, and Indiana Michigan Power. Boat 
Operations also operates an unregulated business for other third parties. 
Headquartered in Chesterfield, Missouri, AEP River Operations includes a 
fleet of approximately 3,200 barges and 69 towboats, along with a full- 
service shipyard and six barge repair and cleaning facilities on the lower 
Mississippi River in LA. 

This fuel procurement group within FEL is responsible for the procurement 
of coal and the management of coal inventories for all pertinent power 
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plants within AEP's seven operating companies, OVEC, IKEC, and t h e  
Cardinal Operating Company. This group is also responsible for the  
transportation of coal and other bulk commodities, logistics, railcar leasing, 
and marketing of available capacity at  Cook Coal Terminal. 

Fuel Procurement (Natural Gas, Fuel Oil, eagents and Biofuels) 
This fuel procurement group within FEL is responsible for the procurement 
of natural gas ,  reagents, biofuels, and fuel oil for the AEP System, as well 
as  OVEC, IKEC, and the Cardinal Operating Company. This group is 
responsible for the development and use of alternative/renewable fuels in 
AEP's generating fleet a s  well as marketing activities associated with post- 
combustion products. This fuel procurement group is also responsible for 
contract administration for natural gas  and fuel oil agreements. 

A current organizational chart for FEL is included as Appendix A of this policy. 

1.3 Procurement Resp onsibilifies 

The responsibility far overall procurement and associated activities is that of 
the  SVP of FEL. A s  shown in t h e  Organizational Chart in Appendix A, the 
VPs in charge of t h e  two fuel procurement groups shall report to the SVP of 
FEL. Personnel from other AEP departments shall participate in these 
activities when it is deemed beneficial to t h e  goals and objectives for AEP a s  
a whole. 

A. VPs of Fuel Procurement 

The fuel procurement VPs shall, in conjunction with others, oversee the 
development, negotiation, execution and administration of supply and 
transportation agreements. These VPs shall exercise the prudent 
judgment, practical experience, organizational ability, and supervisory 
capacity necessary to administer their  group's operations consistent with 
this Policy. 

B. Directors and Managers of Fuel Procurement 

Each Director and/or Manager is responsible for directing and/or 
performing the planning and execution of fuel and reagent purchases for 
the operating companies' generating stations, OVEC, IKEC, and the 
Cardinal Operating Company, a s  well as supervision of the Portfolio 
Managers and FEL Coordinator(s). The Director and/or Manager obtains 
specifications, availability, prices and agreement conditions for fuel, 
transportation and reagents. The Director and/or Manager also 
participates in agreement negotiations as requested and ensures that all 
pertinent agreements are properly coordinated, monitored, and executed. 
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C. FEL Portfolio Managers and FEL Coordinators 

Under the direction of a Director or Manager of Fuel Procurement, the 
Portfolio Managers and/or FEL Coordinators are responsible for 
supporting the general planning and execution of fuel, transportation and 
reagent purchases for the operating companies’ generating stations, 
OVEC, IKEC and the Cardinal Operating Company within defined 
responsibilities. Portfolio Managers and Coordinators are also responsible 
for maintaining regular communications with plant employees to ensure 
that vendors are performing consistent with the terms of executed 
agreements. 

1-4 General Administrative Duties 

FEL shall subscribe to or obtain access to a representative number of trade 
and industry publications and reports by governmental agencies concerning 
prices for relevant materials and services. FEL shall be knowledgeable of 
market conditions related to fuel, reagent, and transportation prices and 
availability. FEL shall maintain appropriate contact with current and potential 
suppliers, and use other reliable sources of information to maintain a working 
knowledge of current issues affecting pertinent material or service providers. 

The employees of FEL, as directed by management, will attend meetings and 
conferences related to fuel, reagents, and transportation. FEL employees 
may also be required to participate in regulatory proceedings. These 
activities are necessary for the effective execution of this FEL procurement 
policy . 

To help assure that current and anticipated requirements for fuel and 
reagents are met, FEL personnel and management shall maintain adequate 
communications within the FEL organization, AEP, and its operating 
companies. 

FEL shall periodically review and consider changes, as necessary, to this 
Po I icy. 
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2.0 FEL Procurement Policy and Implementation 

usiness Ethics and Corporate 

FEL employees shall be committed to high standards of business ethics and 
shall adhere to any and all applicable guidelines provided through AEP’s 
Principles ofBusiness Conduct. A copy of this document is provided as 
Appendix B to this document. 

2.2 Procurern en t Considerations 

AEP’s overall Procurement Policy shall be used to secure adequate supplies 
of competitively-priced coal, natural gas, reagents, fuel oil, biofuels, and 
transportation services to meet generation, environmental, and operational 
requirements, while recognizing the dynamic nature of the various associated 
markets, environmental standards, and regulatory requirements. To 
accomplish these objectives the Company maintains, as appropriate, a mix of 
physical inventories and a portfolio of long-term and short term agreements 
for firm and discretionary supplies of fuels, reagents, and transportation 
suitable for its generating units. AEP’s procurement strategy is to provide an 
appropriate amount of fuel, reagents, and transportation with optimal supply 
flexibility, considering the Company’s long-term agreements and market 
conditions. It is also the policy of FEL to meet these material and service 
requirements at the lowest reasonable cost over time, consistent with 
satisfying the above-stated objectives. 

Those groups within FEL responsible for the procurement of materials and 
services shall be organized and staffed to carry out the procurement of coal, 
natural gas, reagents, fuel oil, biofuels, and transportation in an efficient and 
practical manner. All materials and services shall be purchased with due 
Consideration of all relevant factors, including but not limited to: competitive 
pricing, the quantity needed to maintain an appropriate supply, the quality 
required to optimize the operating characteristics of the generating stations, 
the need to meet any applicable environmental standards, the production 
capability as well as the financial reliability of the supplier, anticipated 
operating companies’ needs, existing contractual obligations, and the ability 
to address emergencies or other unusual circumstances. 
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2.3 Proper lravenfory Levels 

The primary objective of FEL shall be to ensure the availability of an 
adequate, reliable supply of fuel and reagents for the generation of electricity. 
Consequently, decisions affecting solid fuel, fuel oil and reagent’ inventories 
shall be made in consideration of this primary objective. This Policy shall 
allow for flexibility, permitting physical inventory levels of solid fuel, fuel oil 
and reagents to be responsive to known and anticipated changes in 
conditions. Solid fuel inventory target levels shall be recommended by the 
Fuel Supply Task Group and subject to the approval of senior management, 
while reagent and fuel oil target inventories are determined by the applicable 
Fuel Procurement group. This inventory target determination process helps 
ensure that the operating companies’ requirements and each plant’s needs 
are given due consideration and promotes efficiency of operation. 

Should the inventory of any one generating station vary significantly from the 
inventory level deemed appropriate, or should other variables (such as 
pending transportation problems, labor disruptions, contract disputes, 
weather, maintenance, etc.) present difficulties, then an appropriate course of 
action shall be implemented. 

Other organizations within AEP responsible for developing financial and 
generation forecasts and FEL, as applicable, shall participate in the 
preparation of the short-term, annual, and/or long-range projections for plant 
fuel, transportation and reagent requirements. These projected requirements 
shall consider varying o perationa I and environmental requirements. 

FEL’s goal is to maintain an overall economic and reliable supply balance 
between long-term, short-term, and spot agreements for fuel and reagents. In 
making purchases, FEL shall consider current and projected system 
requirements, current and reasonably foreseeable market conditions, weather 
and seasonal conditions affecting production, consumption, transportation, 
any anticipated shortfall of existing supply agreement shipments, and 
anticipated changes in spot market prices. Given existing contractual 
arrangements, contract expiration dates, existing and anticipated demand for 
electrical energy, status of inventory levels, changes to existing federal and/or 
state environmental standards or other laws, overall market conditions and 
other temporary or long-term factors affecting procurement and 
transportation decisions, the mix of long-term and spot agreement purchases 
may be reasonably expected to vary between operating companies given the 
particular circumstances of each generating plant. 

’ None of the natural-gas fired generating facilities owned by AEP currently have the ability to maintain 
natural gas inventories These plants maintain a proper supply of fuel through a portfolio of fixed and 
interruptible gas supply and delivery contracts 
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3.0 Procure~ent  Methods and ~ ~ c ~ ~ e n ~ a ~ i o n  

The use of this procurement policy may be reflected in one or more of the 
following: 

When appropriate, and under the direction of a VP of FEL, RFPs should be 
issued to seek as many offers as possible to obtain the lowest reasonable 
delivered cost, over time, for a service or material2. RFPs can be sought for 
long-term contracts or spot orders, and should be used whenever it is 
practical to do so. The RFP is sent to any number of qualified suppliers to 
competitively procure the material or service needed. 

Any purchase decision resulting from responses to an RFP is documented in 
a manner to demonstrate that the company acted prudently in procuring the 
material or service. 'This documentation includes an analysis of the offers 
received, and an explanation of the rationale used in awarding a contract. 

3.2 Ofher Offer Evaluation 

At times, the FEL organization may be approached with unsolicited offers for 
materials or services that warrant consideration, whether they are for short or 
long-term agreements. When considering these types of offers, FEL may use 
market-based indices, other contract prices, or other reasonable methods of 
comparison to determine whether or not it would be prudent to accept such 
an offer. 

In the case that one of these types of offers is accepted, documentation is 
prepared describing the manner in which the offer was received, and also the 
rationale used to determine that the offer was reasonable. This 
documentation provides evidence that the action taken on behalf of the 
Company was prudent. 

3.3 Emergency Procurement 

Any one or more of the approaches described in this Policy may be waived 
whenever it is determined that fuel or reagents must be purchased, or 
transportation services acquired, due to immediate and unavoidable 
circumstances that are not conducive to normal procurement practices. This 

it should be noted that state regulatory commissions may have their own rules regarding the 2 

competitive procurement of fuels for power plants under its jurisdiction This policy is not 
meant to supplant those state-specific requirements. 
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determination shall be made by a VP in FEL, with the concurrence of the SVP 
of FEL and senior management as needed. Situations that could potentially 
lead to emergency actions may include, but are not limited to: 

A. Emergency or other extraordinary conditions or circumstances that 
make it reasonably certain that an adequate supply of acceptable fuel 
or reagents cannot be obtained from existing agreements and/or spot 
p u rc h ase suppliers I 

B. Inability to obtain appropriate quantities to cover unanticipated 
shortages of fuel or reagents that meet minimum quality requirements 
in a timely fashion using typical procurement practices. 

C. Lengthy transportation related delays or suspensions. 

3.4 Nego tia ting Responsibility 

The responsibility for negotiating final terms and provisions of fuel, reagent, 
and transportation agreements shall be a team effort under the overall 
guidance of the appropriate VP of FEL. A negotiating team could be 
comprised of any or all of the following individuals, depending on the type of 
agreement to be negotiated: 

VP Fuel Procurement (Coal and transportation) 
VP Fuel Procurement (Natural Gas, Fuel Oil, Reagents, Coal 
Combustion Products and Alternative Fuels) 
Director - Fuel Procurement 
Manager - Fuel Procurement 
FEL Portfolio Manager 

0 FEL Coordinator 

While all contractual documents are reviewed by AEP’s Legal Department, a 
negotiating team may call upon other departments (e.g. Credit, Strategic 
Initiatives, Fundamentals, Regulatory, etc.) as needed to participate in or offer 
their opinions as to certain segments of the negotiations which fall within their 
particular area of expertise. This flexible approach gives each negotiating 
team a distinct advantage of providing specialists to the agreement 
development process who are most proficient in developing, recommending, 
and negotiating terms that are beneficial to AEP, its operating companies, 
OVEC, IKEC, and the Cardinal Operating Company. 
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forceinenf of Agreemends 

Supplier obligations under fuel, reagent and transportation supply agreements 
shall be administered to ensure compliance by the suppliers and transporters 
consistent with AEP’s Fuel Procurement Policy. FEL shall act judiciously, 
with due consideration of the desire to achieve compliance by the supplier as 
well as the need to maintain adequate supplies of fuel and reagents to meet 
plant and system requirements. 

Whenever quality analysis reports disclose that a shipment does not meet 
conditions or terms of the applicable agreement, the appropriate Manager, 
Portfolio Manager and/or FEL Coordinator and the supplier shall be informed. 
Given the circumstances of the failure to meet the specifications of the 
agreement and the pertinent provisions of that particular agreement, the 
appropriate action shall be taken. 

If it is then determined that a dispute related to a supplier’s or transporter’s 
non-performance is unlikely to result in an amicable resolution, the matter 
shall be referred to the proper VP of FEL. The VP shall undertake the 
appropriate action, including further negotiation or arbitration, if provided for 
by the agreement. 

If a VP of FEL finds that an amicable resolution to a supplier’s or transporter’s 
non-performance cannot be achieved, litigation may be pursued with the 
involvement of AEP’s Legal department and under the guidance of the SVP of 
FEL and senior management. 
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4.0 Hedging Policy 

4. I Hedging Definition 

A fuel hedge, as defined by AEP, is a forward contract that either serves to 
lock in the price of fuel for a specific volume and quality, or provides the ability 
to do the same by the use of put and call  option^.^ Such transactions may be 
settled either financially or physically. A financially settled transaction results 
in a net gain or loss, while physically settled contracts result in actual fuel 
deliveries at the agreed upon price terms. Hence, fuel hedges are to be used 
as tools to mitigate volatility in fuel purchase costs relative to market volatility. 

4.2 Hedging Strategy 

To support AEP’s key business of generation, transmission and distribution of 
electric power to its customers, FEL may enter into fuel hedges, when 
appropriate, with the purpose of protecting ratepayers from fuel price volatility. 
FEL’s primary means of hedging to reduce fuel price volatility is through a 
portfolio of shart and long-term physical supply agreements. Maintenance of 
such a portfolio ensures less volatile fuel prices than a market may bear, 
while allowing some flexibility in taking advantage of shorter-term pricing 
aptions as they become available. 

FEL is not currently active in entering into financial fuel hedge transactions 
because these transactions, while they may decrease fuel price volatility, also 
have gains, losses, and associated costs. However, FEL has and will 
continue to evaluate hedging opportunities that would be settled financially. 
Implementation of specific operating company hedging programs would be 
subject to the appropriate regulatory approvals and cost recovery 
mechanisms. 

There are special accounting criteria for hedging with options, for example written options 
rarely qualify for hedge accounting. Incorporating options in an accounting hedge strategy 
should be fully discussed with Financial Policy and Transaction Analysis prior to execution. 

3 
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5.0 @on tract da dm inis tra %ion 

vewiew and Responsibilities 

Contract administration is performed by two groups within FEL. Contract 
administration for coal, transportation, reagents and biofuels is performed by 
the Fuel Contract Administration (FCA) group within Fuel Analysis & 
Emissions. Contract administration for fuel oil and natural gas is performed 
by the Fuel Procurement group that is responsible for the procurement of 
natural gas. These two groups are responsible for the administration of 
existing and proposed contractual agreements for the purchase and sale of 
coal, fuel oil, natural gas, reagents, biofuels, and related transportation 
agreements made by FEL on behalf of the AEP’s Operating Companies as 
well as OVEC, IKEC and the Cardinal Operating Company. 

These contract administration groups closely interact with FEL Portfolio 
Managers and FEL Coordinators, Legal, Credit, Fuel Accounting, Audits, 
Regulatory Services, and power plant personnel to ensure that contractual 
agreements represent the intended business relationship between the parties, 
and to monitor the Operating Companies’ rights and obligations under 
existing agreements. Contract administration support services include, but 
are not limited to: 

Developing and/or reviewing contractual documents under existing and 
proposed agreements; 

Document tracking, distribution and retention; 

Monitoring contractual deadlines regarding volume elections, price 
reopeners, and term extension elections; issuing written notices to 
counterparties reflecting FEL option decisions; 

Determining contract value through pricing and rate development; 

Providing contractual review, including analysis of proposed 
settlements, changes in law, governmental impositions, and other 
pricing claims; 

Administering data requirements for internal fuel management systems 
which provide database of historical costs and volumes for invoice 
support and reporting requirements; 

Monitoring and reporting volume commitment status and tiered pricing 
under transportation agreements; 

Administer coal scale calibration adjustments including determination 
of any pricing adjustments that may be applicable; 

Provide coal, reagent, fuel oil, natural gas, and transportation contract 
data for slate and federal regulatory filings as needed; 
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B 

Administer Force Majeure claims initiated by FEL or counter parties; 

Provide accrual recommendations to the group responsible for fuel 
accounting. 
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Appendix A: 

American Electric Power 

Fuel, Emissions & Logistics Organizational Chart 
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Appendix B: 

AEP’s Principles of Business Conduct 
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Dear Fellow Employee, 

AEPS Principles of Business Conduct are derived from the ethical and legal 
principles that apply to all employees working for the AEP System AEPs 
commitment in high standards of business ethics is built on the collective 
ethics, character, and reputation of our employees Every day we demon- 
strate our commitment to excellence by the way we live and work according 
to our shared beliefs about the way we wi l l  treat each other, our customers. 
and the communities we serve 

Ethical conduct means doing the right thing at the right time, every time It 
means applying our core values in all our business decisions It means adher- 
ing to the laws, regulations, and policies related to the performance of our 
jobs And, it means demonstrating our leadership, integrity, and compassion 
as a valued corporate citizen of every community we serve We all share 
responsibility for maintaining the power of AEP's integrity 

As AEP employees, you are accountable for your actions and for living up to 

the highest standards of business ethics Please take the time to read and 
understand AEPO Principles of Business Conduct and ask questions if you 
need further clarification 

Michael G. Morris 
Chairman, President & Chief Executive Office1 
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Oar MiSsiQue 
Our  mission, simply stated, is bringing comfort to our customers, 
supporting business and commerce, and building strong 
communities. 

Safety 
No operating condition or urgency of service can ever justify endan- 
gering the life of anyone. At all times, our first thought and primary 
consideration is safety for all employees, for customers and for the 
general public. 

Jos%ice & Fairness 
Doing the right thing at the right time, every time. 

ustworthiness 
Cultivating a reputation of honesty and straightforward 
communication. 

Responsibility 
Accepting accountability for your actions and living up to high 
ethical expectations. 

Citizenship 
Developing a sense of community among all those you encounter. 

@spec% 
Treating otherstlie way we want to be treated, regardless of position, 
and valuing each person's talents, perspectives, and experience. 

Caring 
Maintaining a sincere desire to make the world a better place. 
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AEP employees have every r ight  to demand that the company for 
w h i c h  they w o r k  and their  f e l l ow  employees a l l  uphold high ethi- 
ca l  standards. Since the tone For any organization i s  set  at  the  top, 
employees should feel encouraged that AEFs management tone i s  
one of uncompromising integribi. 

REP expects all employees, at  all levels and at  all times, to comply 
with their  lega l  and ethical  obligations and w i th  these Principles of 
Brrsiness Conduct 

AEP regards viotation o f  these Principles of Business Conduct pol i -  
c ies  as a ser ious matter. A breach can pu t  the  Company, i ts employ- 
ees and its products or services at  substantial risk. Every employee 
is  accountable for  h is  or her  o w n  behavior. Anyone w h o  violates the  
pol ic ies descr ibed in these Prirrcipks af Business Conducf will be 
subject  to discipl inary act ion up to and inclui i ing termination. 

Qffice oC the Chief Compiiance 
In addition to monitoring and enforcing employees' legal and ethical compli- 
ance. AEPs Office of the Chief Compliance Officer is committed to raising the 
level of awareness of all AEP employees about the importance of ethics and 
compliance in the workplace. AEPs Business Ethics & Corporate Compliance 
group reports to the Chief Compliance Officer and administers AEPs ethics 
and compliance program 

An effective ethics and compliance program promotes an organizational cul- 
ture that encourages the highest ethical standards of business conduct and 
a commitment to compliance with the law AEP's ethics and compliance pro- 
gram is an invaluable tool in mediating between the demands for superior 
economic performance and the need to meet these demands in an ethical 
and law-abiding manner 

If you become aware of any illegal conduct or behavior in violation of AEPs 
Principles of Business Conductby anyone working for or on behalf of AEP, or 
if you have any business ethics questions or concerns, you are first encour- 

aged to discuss your concern wi th your supervisor or others in your 
management. 

If you are unable or unwilling to discuss your concerns with your supervisor 
or others in your management, or if your previous concerns have not been 
addressed to your satisfaction, you can call the AEP Concerns Line, toll free, 
24 hours a day at 1-800-750-5001 We wi l l  make every effort to maintain 
the confidentiality of the information and the anonymity of anyone disclos- 
ing the information Your name is not requested or needed to address most 
concerns 

Likewise, when we receive a call, we assume neither that an allegation is 
accurate nor that it is false When a claim is investigated, an equal effort 
is devoted to honoring the rights of the person who is alleged to have com- 
mitted the wrongdoing Unless and until satisfactory evidence of wrongdo- 
ing is found, the reputation of each individual involved is protected to the 
maximum extent possible. 

Questions seeking guidance on ethical issues not requiring anonymity can be 
addressed directly to AEP Business Ethics & Corporate Compliance through 
the Business Ethics Helpline at  Audinet 8-200-OCCO (6226) or 614-716- 
6226 

Retaliation Against Employees 
Retaliation against an employee for reporting an issue or raising a concern 
he or she believes to be true involving a violation of company policy, law, or 
regulation is strictly prohibited. Retaliation can take many forms, sucli as 
demotions, undesirable assignments, inappropriate performance ratings and 
termination of employment Retaliation may also include verbal harassment, 
intimidation, and threats of retaliation 

Allegations of retaliation for reporting concerns are very serious Any such 
allegation wil l be thoroughly investigated Employees may not a tkmpt  to 
determine who reported an incident or placed a call to the AEP Concerns 
Line Confirmed allegations of retaliation wil l result in appropriate disciplin- 
ary action, including termination 
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Safety is the primary cornerstone of a l l  of our relationsliips. At a l l  
times, our  first thought and primary consideration is  safety for all  
of our employees. for our customers, and for the  general public. N o  
operating condi t ion or urgency of service can ever justify endanger- 
ing the l i f e  of anyone. 

IRelationshPps With 
Employees and their contributions to the workplace are AEP's most valuable 
assets Our commitment to respect our people and give them the opportunity 
to be as successful as they can be means that we will. 

e Respect each other as individuals and manage by motivation, 
not intimidation. 

Q Treat others the way we want to be treated, regardless of position, 
and value each person's talents, perspectives and experience. 

Q Promote trust, teamwork and work/life balance 

A ltey to AEP's business success lies in our ability to please our customers by 
meeting their needs in ways that improve their quality of life This includes 
delivering safe, efficient, and reliable services of consistently high value and 
promoting our products truthfully If we please our customers, we wi l l  please 
our regulators, our financial results wi l l  reward shareholders, and our em- 
ployees can reap significant rewards 

AEP depends on long-term, continuing relationships with satisfied custom- 
ers Cultivating a reputation of honesty and straightforward communication 
is fundamental to this long-range approach 

elationships With Suppiiers 
AEP often depends on suppliers to accomplish our work objectives Main- 
taining a healthy working relationship with suppliers is important AEP be- 
lieves that promoting a healthy business relationship with suppliers starts 
with a procurement process that is open, fair, and emphasizes competitive 
bidding in contracts. 

The highest standards of personal conduct and business ethics are required 
of each employee who is directly involved in buying goods and services, as 
well as other employees who are in a position to influence purchase deci- 
sions or relationsliips In addition, even/ employee involved in the buying 
process must ensure that their actions are on an arms-length basis with sup- 
pliers and in accordance with the corporate procurement policy No bribes, 
kickbacks, or similar unlawful or improper payments may be given to any 
person or entity for the purpose of obtaining or retaining business for AEP 

eiatiiicanship With The 
AEP is committed to environmental excellence and leadership to achieve the 
highest level of environmental protection and enhancement, in full compli- 
ance with all applicable laws and regulations, consistent with providing a 
reliable and economical supply of energy Employee awareness and commit- 
ment to compliance with environmental requirements are key to meeting our 
legal obligations and protecting the environment today and for generations 
to come 

Striving for environmental excellence depends on the individual efforts of 
thousands of AEP employees, working together with a shared commitment 
to environmental protection and enhancement. All employees are expected 
to assume responsibility for environmental protection and wi l l  be held ac- 
countable for willful violations of environmental laws or regulations 
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Each employee and of f icer should deal fairly with our customers, 
suppliers, competitors. and enrployees. Ma employee should take 

unfair  advantage of anyone through manipulation, concealment, 
abuse of pr iv i leged in fomat ion ,  misrepresentation of material facts, 
or any other unfair-dealing practice. 

laws may be subject to disciplinary action, which could include termination 
of employment If you have any questions about the laws' applicability to 

your conduct - or if you are uncertain whether a situation involves antitrust 
issues - do not continue the conduct or conversation until you have con- 
sulted with your supervisor or contacted tlie AEP Legal Department 

ntitrust 
All employees are responsible for ensuring that our business is conducted 
in compliance with state and federal antitrust laws Antitrust laws are com- 
plex The premise, however, is simply that the economy and public wi l l  bene- 
fit most i f  businesses compete vigorously, free from unreasonable restraints 
on competition and trade In general, the antitrust laws prohibit 

0 Joint action, by means of conspiracies, agreements and other 
understandings between two or more competitors regarding prices, 
customers, territories, and other policies or conduct that unreasonably 
restrain competition 

0 Unilateral action that is exclusionary and tends to create or maintain 
monopoly power in the marketplace for some particular product or 
service 

Q Discrimination in the prices to buyers of similar goods, who are similarly 
situated, during the same market conditions, subject to  several complex 
defenses and conditions 

Q False or misleading advertising that either disparages a competing 
product or service, or conveys materially misleading information about 
our own product or service 

Mergers and acquisitions that tend to  reduce competition 

Violation of these laws can carry severe civil and criminal penalties for both 
AEP and the individual All employees should be alert to business situations 
that raise antitrust issues Employees who fail to comply with the antitrust 

Gifts And Entertainment 
All business decisions should be made objectively, solely on the basis of 
quality, service, price, and similar competitive factors Employees may not 
accept gifts, favors, services, payments, privileges, or special treatment of 
any kind from a customer, supplier, or contractor, nor may employees give 
them to anyone in a business relationship unless to do so would be. 1) con- 
sistent with good business practices, 2) of a nature not construed to be a 
business inducement, 3) of a nominal value, and 4) not embarrassing to AEP 
if there were public disclosure 

Gifts not in compliance with the standard that are received by an employee 
must be returned to the donor, accompanied with an explanation about this 
standard If perishable, the gif? should be donated to a charitable organiza- 
tion and the donor notified of tlie action taken 

Meals and other social events, the main purpose of which is to establish 
and maintain necessary business relationships, are considered legitimate 
business practices Employees may not accept or provide any offers of lavish 
business meals or entertainment that are not related directly to the conduct 
of business or that could be interpreted or appear as having been made with 
the intent to influence the business judgment of the recipient 

Employees should also refrain from accepting meals and entertainment 
offers from suppliers on a regular basis, where the appearance of routine 
acceptance might lead others to assume that business judgment could be in- 
fluenced Other forms of entertainment such as theater tickets, sports event 
tickets, golf dates, or other outings may be acceptable i f  it is practical to 
reciprocate The employee must obtain supervisory approval if reciprocation 
is not practical but the employee feels it is in AEP's best interest to attend 
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AEP recognizes that under certain circumstances, providing or accepting 
invitations to functions that involve travel or overnight stays could be in 
the best interests of AEP and contribute to good working relationships with 
customers or suppliers AEP will pay all expenses for the employees who 
participate in supplier or potential supplier-sponsored trips and activities to 
the extent practical The supervisor of the attending employee must approve 
the attendance at these functions Employees must also have appropriate 
management approval for the provision of these benefits 

Conflicts OF Bnterests 
Conflicts of interest arise when an employee's position or responsibilities 
present an opportunity for personal gain or when an employee's personal 
interests could influence the employee's professional conduct to the benefit 
of the employee Employees. individually or in collusion with others, must 
avoid any business, financial or other relationship where personal interests 
actually conflict with, or would appear to conflict with, the interests of the 
Company or its shareholders 

For the purposes of AEPS Prmciples of Business Conduct a "financial re- 
lationship" is defined as one that is significant enough to materially affect 
an individual's activities This definition does not apply to an interest as a 
security holder in companies whose securities are listed on any national 
securities exchange or traded over the counter by members of the National 
Association of Securities Dealers, unless the holdings in the company ex- 
ceed 1 % of voting control 

Examples of potential conflicts of interest are outside employment; investing 
or participating in another company in competition with AEP, investing or 
participating with another company that supplies goods and services to 

AEP, and accepting gifts, payments or loans conferred as a result of an 
employee's position with AEP These activities should be undertaken only 
with great caution or should be avoided altogether. Prior approval is required 
for any employee to perform work or services for or have a financial interest 



in an outside entity that does or seelts lo do business with tlie Company 
(other than as a customer of the Company) or that competes with services 
provided by the Company 

Employees considering, or who currently have, such relationships must 
notify their supervisor in writing The supervisor will forward the written 
notification to AEP Business Ethics & Corporate Compliance, who will make 
a determination if the relationship is consistent with AEPk Principles of 
Business Conduct 

Corporate Opportwnities 
Employees must not use AEP property, information, or position for personal 
gain or to compete wi th AEP. Employees must not take for themselves 
opportunities that belong to the Company Any business venture or opportunity 
that employees learn about or develop in the course of their employment that 
is related to any current or prospective business of AEP rightfully belongs to 
the Company and not to employees or their representatives who may be in a 
position to divert the opportunity to themselves 

wsider Informado 
The federal securities laws prohibit the buying or selling of a company's 
stock based on information that is not generally known to the investing 
public The use by an AEP employee of non-public information about the 
Company or any other company, such as a supplier with whom the Company 
does business, for his or her own financial benefit is not only unethical but 
is also a violation of the securities laws and may subject the employee to  

fines and imprisonment 
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sale of assets, changes in dividend policies, financial liquidity changes, or 
other events that may impact the Company's earnings Employees must not 
buy or sell any of the Company's stock until after the public has received the 
information and the stock marltet has had time to react to it 

Employees must not disclose inside information to third persons, including 
family, friends, and acquaintances Third persons who trade AEP stock 
based on insider information obtained from an employee of the Company 
may subject tlie employee to criminal and/or civil liability under the 
securities laws, whether or not the employee benefits from the transaction 
All employees should refer to the AEP Insider Trading Policy to ensure 
compliance with the securities laws that govern insider trading 

Employees Engaged in Trading fictiwities 
In addition to complying with AEPk Principles of Business Conduct, all 
AEP employees engaging in trading activities must also certify compliance 
with the AEP Commercial Operations Risk Policy on a periodic basis This 
periodic certification also applies to employees who conduct or support 
energy market-related activities or employees who are directly responsible 
for supporting, reviewing, or authorizing AEP's energy commodity marltet 
activities, whether physical or financial The Commercial Operations Risk 
Policy incorporates a separate Code of Conduct, whicli reflects AEP's internal 
principles and practices, as well as rules promulgated by the Federal Energy 
Regulatory Commission (FERC) 

Insider information includes any material, non-public Company information 
an employee learns about through his or her employment Examples of 
material information include financial results, news of a pending or proposed 
company transaction, regulatory actions or proceedings, development of legal 
proceedings, significant changes in corporate strategy, news of a significant 





The Power of Integrity 

AEP i s  committed to nurtur ing strong and productive relationships 
with our publ ic of f ic ia ls and regulators. Employees must conduct 
Company business before pub l i c  officials and regulators openly and 
honestly, exercis ing the utmost integrity at all times. When  in doubt 
on any ethical  question. a lways  choose the highest standard. 

oliticaf Participation 
Employees are encouraged to participate in political and civic activities 
However, they must ensure they are fully able to meet the responsibilities 
of their job and that no conflict of interest exists between their employment 
and their duties in the public or civic arena Employees seeking an elective 
office must be sensitive to potential conflicts of interest 

The Company recognizes that major corporate issues can be at stake in 
the political arena and maintains a public policy program to advocate 
the Company's positions on these issues Such advocacy often involves 
communication wi th elected officials However, the Company wi l l  exert no 
pressure, direct or indirect, to influence decisions of employees who serve 
in public positions 

AEP expects employee officeholders confronted with potential conflicts of 
interest to act in the public interest, guided by their consciences Whether 
or not those decisions affect the Company, employee officeholders must 
avoid even the appearance of conflicts of interest. Such consideration by 
the employee may include the need to recuse oneself from such decisions 
Employees expressing their personal views on political issues or candidates 
must indicate clearly that such views are their own, they are not acting on 
behalf of the Company 
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ersonaf Politicall dCorntributions 
Employees must comply fully with federal, state, and local laws that forbid 
the use of corporate funds or resources for support of political parties or 
candidates Every employee has the right to participate in political matters 
and decide to whom or to what organization to contribute any personal 
political contribution Company pressure of any kind, direct or implied, is 
not permitted 

Many federal, state and local laws or policies strictly prohibit or severely 
limit the furnishing of meals, gratuities, entertainment or anything else of 
value to state and local government officials, employees, or candidates 
for any such office by employees on behalf of the Company Employees 
responsible for contacts with state and federal agencies and other levels 
of government must be totally familiar with, and fully abide by, any specific 
standards adopted by the various agencies or other government bodies In 
addition, these employees must comply fully with all lobbyist registration 
and reporting requirements, as prescribed by applicable law 
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Everyone working for the AEP System has a duty to safeguard the 
Company's assets against theft, loss, or misuse. These assets 
helong to  the Company, provide AEP employees w i t h  their means of 
livelihood, and should be used only for legitimate business purposes. 
'These assets include information, as w e l l  as money, equipment, 
supplies, facil i t ies, and materials. 

Every precaution should be taken to prevent passing information to 

unauthorized persons particularly i n  those areas where confittential 
information and technologies play a major role i n  business strat- 
egy. Constant vigilance in protecting AEP System trade secrets and 
business and technological data against improper use i s  essential. 
Similarly, an accurate accounting For uses made of the Company's 
assefs, as well as employee t ime is required. Company resources 
must not be diverted for inappropriate or unauthorized uses. 

Accurate Accounting 
Many people, both inside andoutside the Company, have a legitimate interest 
in AEP System operations They rely on the timeliness, accuracy, and integrity 
of our information to make decisions concerning a wide range of important 
matters These include rates, investments, permits, inventories, maintenance, 
certifications. purchases, contracts, taxes, and insurance rates 

Therefore, every individual involved in creating, transmitting or entering 
information into financial and operational records is responsible for doing 
so fully, accurately, and with appropriate supporting documentation Full 
compliance with established accounting procedures and controls is expected 
and required The Company's records, books, and documents must accurately 
reflect all transactions and provide a full account of the organization's 
assets, liabilities, revenues, and expenses in order to accomplish the 
above and to comply with related laws and generally accepted accounting 
principles Knowingly entering inaccurate or fraudulent information into 
AEP's accounting system is unacceptable, may be illegal, and i s  grounds 
for discipline including termination of employment Every employee must 
cooperate with the Company's authorized internal and external auditors 

All employees share the responsibility for the detection and prevention 
of fraud and similar inappropriate conduct Employees must immediately 
report actual or suspected instances of fraud to an appropriate member 
of management, or to a Vice President or Director within Audit Services, 
Business Ethics & Corporate Compliance, or Human Resources Suspected 
fraud can also be reported confidentially and anonymously through the AEP 
Concerns Line at 1-800-750-5001 

Subsidiaries of American Electric Power Company, Inc are governed by 
laws and regulatory rules that regulate transactions between them These 
laws and rules are intended to prevent cross-subsidies and to avoid the 
misstatement of expenses and earnings The AEPSC Accounting Department 
or the AEP Legal Department should be consulted for assistance in  
these areas 

ublic Communications 
All AEP employees participating in the preparation of reports or documents 
filed with or submitted to the SEC or engaging in public communications 
made on behalf of the Company shall endeavor to ensure full, fair, accurate, 
timely, and understandable disclosure in reports and documents that the 
Company files with or submits to the SEC and in other communications made 
on behalf of the Company 

Management is responsible for developing, implementing, and monitoring 
an effective system of business controls for the purpose of providing all 
stakeholders reasonable assurance that laws are being obeyed, financial 
reporting is accurate and operations are managed efficiently and effectively 
All employees are responsibleforcomplyingwith the policies and procedures 
that incorporate these controls 



AEP's Principles of Business Conduct 

security of Propem and 
All employees with access to Company funds, property, or information have a 
responsibility to manage them with the highest level of integrity and to avoid 
any misuse of these assets Fraud, theft, embezzlement, or other improper 
means of obtaining corporate funds are not only unethical but also illegal 

Preventing the theft, misuse, or misappropriation of Company property by 
others should concern every employee These losses can often be limited 
through normal precautions such as securing equipment, supplies, and ma- 
terials and by handling Company assets in a careful and prudent manner 

All employees must protect the Companyk and third parties' confidential 
information and prevent the information from being improperly disclosed to 
others inside or outside the Company Confidential information includes all 
non-public information about the Company's customers and suppliers, the 
Company's business plans, and the Company's operational information It 
may also include information that suppliers and customers provide to us 

Records must be retained in accordance with AEP's Records Retention Man- 
ual However, records that are subject to a litigation hold, including requests 
from a government agency, private individual, or corporation as part of a le- 
gal proceeding, or records that are relevant to pending or anticipated litiga- 
tion, must be preserved This document preservation obligation supersedes 
any document retention period specified by any record retention policy 

The AEP Legal Department wil l advise employees of the need to preserve all 
documents, in all media formats Employees with questions regarding tlie 
disposition of a particular document should contact the AEP Legal Depart- 
ment before disposing of the document 
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ntellectwal Propem 
AEP has made major investments in intellectual property, such as 
technological developments and designs, computer software, and strategic 
plans Protecting these properties against misappropriation is a priority for 
the Company 

No one working for the AEP System may disclose to unauthorized individuals 
-whether inside or outside of the Company - any information which would 
tend to compromise proprietary technologies or trade secrets In addition, 
reasonable precautions must be taken to prevent the inadvertent disclosure 
of this information Employees are encouraged to communicate regarding 
these matters only with those who have a need to know and are authorized 
to have the information. 

The handling of property rights in inventions, Itnowledge and employee work 
products is significant to the AEP System Experience has shown that new 
developments or inventions by employees generally occur in the course of 
their work assignment, on company time, using company facilities 

AEPSownership rights for inventions, knowledge, and employee work product 
("Intellectual Property") must be established and protected under applicable 
laws and utilized for the benefit of the Company The Company owns all 
Intellectual Property made, developed or conceived by an employee during 
the employee's term of employment through the use of company resources, 
time or facilities, or which in any way relate to the employee's employment 
or the electric utility field Employees who discover new Intellectual Property 
have an obligation to report those discoveries to their supervisor 

Just as we expect our intellectual property rights to be observed, we wi l l  
respectthe intellectual property rightsof others Employeesmay not intercept, 
duplicate, or appropriate through electronic or other means, materials such 
as computer software, audio or video recordings, publications, or other 
protected intellectual property except by permission of (he intellectual 
property right holder Additionally, any offer of confidential information from 
outside sources must be refused until the AEP Legal Department has been 
consulted and permission from Legal has been obtained 













































a. State whether Keiitucky Power is aware of any violations of its policies aiid procedures 
regarding €bel procurement that occurred prior to or during the period from November 1, 
20 10 tlu-ougli April 30, 20 1 I .  

b. If yes, for each violation: 

(1) Describe tlie violation; 
(2) Describe the actioii(s) that Kentucky Power took upon discovering tlie 

(3) Identi€y tlie person(s) who committed the violation. 
violation; and 

RESPONSE 

a. No. T<emdcy Power is not aware of any violations of its policies aiid procedures regarding 
fiiel procureiiieiit prior to or during the period froiii November 1, 201 0 tlxough April 30, 
201 1. 

b. N/A 

WITNESS: Kimberly I<. Cliilcote 





Identify and explain the reasons for all changes in the organizational structure and persomiel of 
the departiiients or divisioiis that are respoiisible for Keiitxcky Power's file1 procurement 
activities that occurred dtzring the period fiom November 1, 2010 tlx-ough April 30, 201 1. 

RESPONSE 

There were no changes to the organizational structure or persomiel of the departments or 
divisions respoiisible for Kentucky Power's fuel procureiiieiit activities during the review period, 
Noveiiiber 1, 20 10 through April 30,20 1 1. 

WITNESS: Icimberly IC Chilcote 





Kentucky PowNer company 

REQUEST 

a. Identify all changes that Kentucky Power lias made during tlie period uiider review to its 
iiiaiiiteiiaiice and operation practices that also affect ftiel usage at Keiittucky Power's 
generation facilities. 

17. Describe the impact of tliese changes on Kentucky Power's fix4 usage. 

RESPONSE: 

No mainteiiance or operation practices have been changed during this period that affected fuel 
usage. 

WITNESS: Aaroii M Sink 





BY er Y 

List each witten coal supply solicitatioii issued during tlie period from Noveinber 1 , 2,010 
tlxougli April 30, 201 1. 

a. 

b. 

For each solicitation, provide the date of tlie solicitation, the type of solicitation (contract 
or spot), the quantities solicited, a geiieral descriptio11 of the quality of coal solicited, tlie 
time period over wliicli deliveries were requested, and the generating unit(s) for wliicli tlie 
coal was intended. 

For each solicitation, state the titimber of veiidors to wlioiii the solicitation was sent, tlie 
iitiiiiber of vendors who responded, aiid tlie selected vendor. Provide tlie bid tabulatioii 
sheet or corresponding docuiiieiit that ranked tlie proposals. (This docuiiieiit should 
ideiitify all veiidors wlio made offers.) State the reasoiis for each selection. For each 
lowest-cost bid iiot selected, explain why the bid was iiot selected. 

a,& b. For the geiieral iiiibiiiiatioii requested regarding solicitatioiis for fiiel supply please see the 
table below. For iiiforiiiation regarding responses to KPCo's bid solicitatioii, please see ICPSC 
Staff 1-1 9 CONFIDENTIAL Anacluneiit 1. 
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One or More Agreements each for up to 
50,000 Tons per Month Qua ntiUies Sol kited 

Coal solicited applies to inany power 
plants within the AEP system, one of 

which is KPCo's Big Sandy Plant. 

Ap pl ica ble Gene ra ti ng 
Units 

citation was Sent 

Nermber of VendQrS 
that Responded to 

So I i cita hi cp n* 
31 

No vendors were selected to delivsr coal to 
KPCo as a result of this RFP. 

'c The solicitations sent: by the AEPSC were on behalf of multiple 
companies with differing fuel quality requirements. The number of 
vsndors that the solicitation was sent to includes all companies, while 
the number of vsndors that responded to the solicitation shown here 
are bids that were received for coal supply intended to be consistent 
with I<PCo's needs. 

VdlITNESS: K.iiiiberly I< Chilcole 
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ID 
2lCG 
4Patriot Coal Sales 
l l C G  
lTRAXYS North America, LLC 
2Coaitrade 
3Cargiil 
1Coaltrade 
2TRAXYS North America, LLC 
3Coaltrade 
2Mercuria Energy Trading 
lLouis Dreyfus Energy Svcs 
lMercuria Energy Trading 
Koal t rade 
ZIP Morgan 
2Ca rgii I 
lc l i f fs  Logan County Coal, LLC 
1Patriot Coal Sales 
lTECO Coal Corporation 
2Smoky Mountain Enterprises, lnc. 
lEDF Trading 
1JP Morgan 
lMassey Coal Sales 
lLogan & IKanawha 
lAlliance Coal 
2Central Coal Company 
1Central Coal Company 
1Arch 
2Arch 
2Cliffs Logan County Coal, LLC, 
1James River Coal Sales 
ISrnoky Mountain Enterprises, Inc. 

1 2 
Term 2011 2012 2013 

Company TPM Years Tons Tons Tons 
2 CAPP A ICG 
4 
1 
1 
2 
3 
1 
2 
3 
2 
1 
1 
4 
2 
2 
1 
1 
1 
2 
1 
1 
1 
1 
1 
2 
1 
1 
2 
2 
1 
1 

CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP a 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 
CAPP A 

Patriot Coal Sales 
IC6 

TRAXYS North America, LLC 
Coaltrade 

Cargill 
Coaltrade 

TRAXYS North Anierica, LLC 
Coaltrade 

Mercuria Energy Trading 
Louis Dreyfus Energy Svcs 
iviercuria Energy Trading 

Coaltrade 
JP Morgan 

Cargiil 
Cliffs Logan County Coal, LLC 

Patriot Coal Sales 
TECO Coal Corporation 

Smoky Mountain Enterprises, Inc 
EDF Trading 
JP Morgan 

Massey Coal Sales 
Logan & Kanawha 

Alliance Coal 
Central Coal Company 
Central Coal Company 

Arch 
Arch 

Cliffs Logan County Coal, LLC 
James River Coal Sales 

Smoky Mountain Enterprises, Inc 
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ID 

2lCG 
.?Patriot Coal Sales 
llCG 
1TRAXYS North America, LLC 
2Coaltrade 
3Cargill 
lcoaltrade 
ZTRAXYS North America, LLC 
3Coaltrade 
2Mercuria Energy Trading 
lLouis Dreyfus Energy SvcS 
1Mcrcuria Energy Trading 
4Coaltrade 
2JP Morgan 
2Cargill 
lci iffs Logan County Coal, LLC, 
Pat r io t  Coal Sales 
1TECO Coal Corporation 
2Smoky Mountain Enterprises, Inc. 
1EDFTrading 
1JP Morgan 
lMassey Coal Sales 
lLogan & Kanawha 
lAlliance Coal 
2Central Coal Company 
Kent ra l  Coal Company 
1Arch 
2Arcli 
 cliffs Logan County Coal, LLC 
l lames River Coal Sales 
1Smoky Mountain Enterprises, Inc 

3 
2014 TotalTons Spot 2011 2012 2013 2014 

Proposal Tons Offered Term Applicable Dates Price Price Price Price - 
2 
4 
1 
1 
2 
3 
1 
2 
3 
2 
1 
1 
4 
2 
2 
1 
1 
1 
2 
1 
1 
1 
1 
1 
2 
1 
1 
2 
2 
1 
1 
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ID 
2lCG 
4Patriot Coal Sales 
liCG 
lTRAXYS North America, LLC 
2Coaltrade 
3Cargill 
1Coaltrade 
ZTRAXYS North America, LLC 
3Coaltrade 
2Mercuria Energy Trading 
1Louis Dreyfus Energy Svcs 
1Mercuria Energy Trading 
4Coaltrade 
2JP Morgan 
2Cargill 
lCliffs Logan County Coal, LLC 
lPatriot Coal Sales 
lTECO Coal Corporation 
2Smoky Mountain Enterprises, Inc. 
1EDFTrading 
l J P  Morgan 
1Massey Coal Sales 
1Logan & IKanawha 
1Alliance Coal 
2Central Coal Company 
1Central Coal Company 
1Arcli 
2Arch 
?.Cliffs Logan County Coal, LLC 
lJames River Coal Sales 
1Smoky Mountain Enterprises, Inc 

~ - _ . -  -1 Transoortation Costs 

L 

4 
1 
1 
2 
3 
1 
2 
3 
2 
1 
1 
4 
- 7 
2 
1 
1 
1 
2 
1 
1 
1 
1 
1 
2 
1 
1 
2 
2 
1 
1 

Barge 

Rail 84223 
Proposal Mine ---- 

Raven. IUY Raven 
Hobet 

Raven, KY 
Various Sources 
Various Sources 
Various Sources 
Various Sources 
Various Sources 
Various Sources 
Various Sources 

Various-Sloans Branch Loadout 
Various Sources 

Big Mountain Mine 
Various Sources 
Various Sources 

Toney Fork & North Fork Mines 
Hobet 

Hazard, KY 
Canterbury Mining 
Various Sources 
Various Sources 

Progress Coal 
Laurel Mountain 

MC Mining 
Fork Creek 
Fork Creek 

Coal-Mac Inc 
Mountain Laurel 

Toney Fork & North Fork Mines 
Blue Diamond / Leeco 

Canterbury Mines 

Beth Station 
Raven 

BSIKR District 
BSIKR District 
BS/KR District 
BSlKR District 
BSIKR District 
BS/KR District 
BSIKR District 
Scotts Branch 
BS/KR District 

Prenter 
BSIKR District 
BS/KR District 

Pardee 
Beth Station 
Bluegrass #4 

Ivel, K Y  
BSlKR District 
BS/KR District 

Twilight Surface 
Sunny l<nott 

Scotts Branch 
Fork Creek 
Fork Creek 
Holden 22 

Mountain Laurel 
Pardee 

Leatherwood 1 
Ivel, KY 

Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 
Rail 

81957 
84223 
84122 
a4122 
84122 
84122 
a4 i 22 

a4122 

a4122 

a4122 
a4122 

84 122 

84171 

82243 

82590 REDACTED 
81957 
42868 
84091 
a4122 
84122 
8223 1 
84063 
84171 
62202 
82202 
81011 
8 w a o  
82590 
42985 
84091 



ID 
2lCG 
4Patriot Coal Sales 
l lCG 
lTRAXYS North America, LLC 
2Coaltrade 
3Cargiii 
lCoaitrade 
2TRAXYS North America, LLC 
3Coaitrade 
2Mercuria Energy Trading 
1Louis Dreyfus Energy Svcs 
lMercuria Energy Trading 
4Coaltrade 
2JP Morgan 
2Cargili 
1Cliffs Logan County Coal, LLC 
1Patriot Coal Sales 
lTECO Coal Corporation 
ZSmoky Mountain Enterprises, lnc. 
l E D F  Trading 
l i p  Morgan 
lMassey Coal Sales 
lLogan E2 Kanawiia 
lAiliance Coal 
2Central Coal Company 
lCentrai Coal Company 
1Arch 
2Arch 
2Cli l fs Logan County Coal, LLC 
lJames River Coal Sales 
lSmoky Mountain Enterprises, Inc. 

(H='1/2 W) 
Ash % SO2 # Sulfur % Moist% CI  %: Fusion 
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Ash SO2 
Disposal Cost Cost 

4 
1 
1 

2 
3 

1 

L 

L 

2 
L 

1 

1 
1 

1 

2 
1 
L 

2 
2 
1 

1 

REDACTED 



ID 
2lCG 
4Patriot Coal Sales 
l lCG 
lTRAXYS North America, LLC 
2Coaltrade 
3Cargill 
Koal t rade 
2TRAXYS North America, LLC 
3Coaltrade 
2Mercuria Energy Trading 
lLouis Dreyfus Energy Svcs 
lMercuria Energy Trading 
4Coaltrade 
2JP Morgan 
2Cargill 
1Cliffs Logan County Coal, LLC 
1Patriot Coal Sales 
1TECO Coal Corporation 
2Smoky Mountain Enterprises, Inc. 
1EDFTrading 
1 J P  Morgan 
lMassey Coal Sales 
iLogan & Kanawha 
M l iance  Coal 
2Central Coal Company 
lcentral  Coal Company 
1Arch 
2Arch 
2Cliffs Logan County Coal, LLC 
lJames River Coal Sates 
1Smoky Mountain Enterprises, Inc 
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201 2 2013 2014 r0t21 

escalated escalated escalated Weighted Ave Discounted 

Price Price Price Price Price $/Mbtu 
Contact --- 

2 
4 
1 
1 
2 
3 
1 
2 
3 
2 
1 
1 
4 
2 
2 
1 
1 
1 
2 
1 
1 
1 
1 
1 
2 
1 
1 
2 
2 
1 
1 

REDACTED 



ID 
2lCG 
.?Patriot Coal Sales 
l lCG 
1TRAXYS North America, LLC 
2Coaltrade 
3Cargill 
1Coaltrade 
2TRAXYS North America, LLC 
3Coaltrade 
2Mercuria Energy Trading 
lLouis Dreyfus Energy Svcs 
lMercuria Energy Trading 
4Coaltrade 
2JP Morgan 
2Cargill 
K l i f f s  Logan County Coal, LLC 
lPatriot Coal Sales 
lTECO Coal Corporation 
2Smoky Mountain Enterprises, Inc 
l E D F  Trading 
1JP Morgan 
lMassey Coal Sales 
ILogan & IKanawha 
1Alliance Coal 
2Central Coal Company 
lCentral Coal Company 
lArch 
2Arch 
ZCliffs Logan County Coal, LLC 
liames River Coal Sales 
1Smoky Mountain Enterprises, Inc 
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2 
4 
1 
1 
2 
3 
1 
2 
3 
2 
1 
1 
4 
2 
2 
1 
1 
1 
2 
1 
1 
1 
1 
1 
2 
1 
1 
2 
2 
1 
1 





Kerntacky Power Company 

W,QUEST 

List each oral coal supply solicitation issued during the period from November 1 , 20 10 tlirougli 
April 30, 201 1. 

a. 

b. 

For each solicitation, state why the solicitation was not written, tlie date(s) of the 
solicitation, the quantities solicited, a geiieral description of tlie quality of coal solicited, 
the time period over which deliveries were requested, and tlie generating unit(s) for 
wliich tlie coal was intended. 

For each solicitation, identify all veiidors solicited and the vendor selected. Provide {he 
tabulation sheet or other document that raiiks the proposals. (This document should 
identify all vendors who made offers.) State the reasons for each selection. For each 
lowest-cost bid not selected, explain why the bid was not selected. 

No oral coal solicitations were issued on behalf of Kentucky Power Company during the period 
fiom November 20 I O  tlu-ough April 20 I 1. 

WITNESS: Kimberly I< Cliilcote 





a. List all intersystem sales during tlie period under review in wliicli Kentucky Power used 
a third party's transmission system. 

b. For eacli sale listed above: 

(1) Describe liow Kentucky Power addressed, for FAC reporting purposes, tlie 
cost of he1 expended to cover aiiy line losses incurred to transmit its power 
across the third party's traiisiiiission system; and 

(2) State tlie line loss factor used for each transaction and describe liow that line 
loss factor was determined. 

a) & (b) For tlie period November 1,2010 to April 30,201 1 : 

Begiiviing on Julie 1, 2007, based on FERC Order EL06-055, PJM modified tlie Locatioiial 
Marginal Pricing (LMP) pricing approach to calculate transmission line loss costs on a iiiarginal 
basis. The new LMP calculation will now reflect the fir11 margiiial cost of serving an incremelit 
of load at eacli bus from each resource associated with an eligible energy offer. The LMP price 
will be tlie sum of Ihree separate coiiipoiieiits: System Energy Price, Congestion Price and Loss 
Price. Therefore, each spot aiarltet energy customer will now pay an energy price that includes 
tlie full iiiargiiial cost of energy for delivering an iiicreineiit of energy to the purcliaser's location. 
Marltet buyers are assessed for their iiicreiiieiital impact on traiismission line losses resulting 
fi-oni total load scheduled to be served from tlie PJM Spot Energy Marltet in the day-ahead 
eiiergy marltet at the same day-ahead loss price applicable at the relevant load bus. 

Marltet sellers are assessed for their incremental impact OD traiisinissioii line losses resulting 
from energy scheduled for delivery in the day-ahead marltet at tlie day-ahead loss prices 
applicable to the relevant resource bus. 

Transactions are balaiiced in tlie real-time iiiarltet using tlie same calculation, but are based on 
deviation at eacli bus from the day-ahead using tlie real time loss price. 

VdHTNESS: Lila P Munsey 





Kentucky Power company 

Describe each change that Iieiitucky Power made to its methodology for calculating intersystem 
sales line losses during the period under review. 

Kentucky Power did not malte any changes to its methodology for calculating intersystem sales 
line losses during the review period. Please see the Company's response to Item No. 21. 

WITNESS: Lila P Muiisey 
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Kerrlteaelcy Power Company 

State wlietlier Kentucky Power Iias solicited bids for coal with the restriction that it was not 
mined tlulougli strip inining or inouiitaiii top reinoval. If yes, explain the reasons for the 
restriction on the solicitation, the quantity in tons a id  price per ton of tlie coal purchased as a 
result of this solicitation, and tlie difference between the price of this coal and the price it could 
have obtained for the coal if the solicitation had iiot been restricted. 

No. Kentucky Power Company has not solicited bids €or coal with the restriction that it was not 
mined though strip iiiiniiig or riiouiitaiiitop reinoval. 

VdTT1”JESS: Icimberly K Chilcote 


