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RE: Case No. 2013-00197

Dear Mr. Derouen:

Enclosed please find and accept for filing the following materials:

(1) The original and ten copies of Kentucky Power Company’s Application For A
General Adjustment Of Its Rates, including supporting testimony, exhibits, and
documents;

(2) The original and ten copies of Kentucky Power Company’s Statutory Notice To
The Commission Pursuant To 807 KAR 5:011, Section 9.

The Company’s corresponding notice of intent was filed on May 17, 2013.

By copy of this letter, a courtesy copy of the complete application is being served by
overnight delivery on the Office of the Attorney General and counsel for Kentucky Industrial
Utility Customers, Inc.

Please do not hesitate to contact me if you have any questions.
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COMMONWEALTH OF KENTUCKY JUN 282013

BEFORE THE PUBLIC SERVICE COMMISSION
PUBLIC SERVICE

In the Matter of:

THE APPLICATION FOR A GENERAL )
ADJUSTMENT OF ELECTRIC RATES ) CASE NO. 2013-00 197
OF KENTUCKY POWER COMPANY )

APPLICATION FOR A
GENERAL ADJUSTMENT OF EXISTING RATES OF

KENTUCKY POWER COMPANY

Kentucky Power Company applies to the Public Service Commission of Kentucky

pursuant to KRS 278.180, KRS 278.190, 807 KAR 5:001, Section 16, 807 KAR 5:011 and 807

KAR 5:051, and all other applicable statutes and regulations, for a general adjustment of its

electric rates. In support of its application, the Company states:

A. INFORMATION REGARDING THE APPLICANT.

1. Name and Address: The applicant’s full name and mailing address is: Kentucky

Power Company, lOlA Enterprise Drive, P.O. Box 5190, Frankfort, Kentucky 40602-5190. The

e-mail address of the applicant for purposes of this proceeding is lprnunsey@aep.com. 807 KAR

5:001, Section 14(1).

2. Articles of Incorporation: A certified copy of the current Articles of

Incorporation of Kentucky Power Company, and all amendments thereto, are on file with the

Commission in the “Joint Application of Kentucky Power Co., American Electric Power Co.,

Inc. and Central and South West Corporation Regarding a Proposed Merger,” Case No. 99-149,

as Exhibit “1” and are incorporated by reference herein. 807 KAR 5:001, Section 14(2)(a).
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3. Business: Kentucky Power Company is a public utility principally engaged in the

business of providing electricity to Kentucky consumers. The Company generates and purchases

electricity which it distributes and sells at retail in all, or portions of, the Counties of Boyd,

Breathitt, Carter, Clay, Elliott, Floyd, Greenup, Johnson, Knott, Lawrence, Leslie, Letcher,

Lewis. Magoffin. Martin, Morgan, Owsley, Perry, Pike and Rowan. The Company also

furnishes electric service at wholesale to the City of Olive Hill and the City of Vanceburg.

4. Affiliations: Kentucky Power is a subsidiary of American Electric Power

Company, Inc. (hereinafter “AEP”). Effective December 31, 2013 the existing FERC-approved

Interconnection Agreement and Interim Allowance Agreement will terminate. The existing

Transmission Equalization Agreement will continue after December 31, 2013. The Company

also is a party to a Power Coordination Agreement and a Bridge Agreement with certain of its

affiliated companies. The Power Coordination Agreement and Bridge Agreement have been

filed with FERC.

5. Annual Reports: The Company hereby certifies that its annual reports, including

the annual report for the most recent calendar year (2012), are on file with the Commission

pursuant to 807 KAR 5:006, Section 4(1).

6. Certificate of Good Standing And Declaration Regarding Lack Of Need For

Statement of Assumed Name: A certificate of good standing for Kentucky Power issued by the

Seci-etary of State of the Commonwealth of Kentucky, and dated within 60 days of the date of

this application, is provided in Section II, Filing Requirements, page 19, to this application. 807

KAR 5:001, Section 16(l)(b)(2). No statement of assumed name is required because the

Company does business under its legal name. 807 KAR 5:00 1, Section 16(1)(b)(3).
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7. Company Property: The Company’s Big Sandy Power Plant consists of two

steam-electric generating units having an aggregate net capacity of 1,078 MW. The Company’s

electric transmission system includes substation capacity of approximately 4,340,700 KVA and

approximately 1,249 pole miles of lines, and is interconnected with the systems of neighboring

utilities. The Company’s electric distribution system includes substation capacity of

approximately 2,007,000 KVA and approximately 10,062 circuit miles (including secondary

distribution lines). Other properties include service buildings, stores buildings, garages and other

structures and equipment.

The net original cost of the property and the cost thereof to the applicant at March 31,

2013 was:

Original Cost — Electric Plant in Service

Production Plant $ 552,639,221
Transmission Plant 490,229,972
Distribution Plant 663,082,376
General Plant 35,791,692
Intangible Plant and Other EPIS 15.317.523

TOTAL $1,757,660,784

Less Accumulated Provisions for
Depreciation. Depletion and
Amortization of Electric
Utility Plant $ 634.570,468

Net Original Cost $1,123,090,316

8. Unit Power Agreement: Through a Unit Power Agreement, the Company is

responsible for 15% of the costs associated with Rockport Plant Generating Units No. 1 and

No. 2, which provides the Company with additional generating capacity of 393 MW.
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B. NOTICES.

9. Notice of Intent. Pursuant to 807 KAR 5:001, Section 16(2). Kentucky Power

filed its Notice of Intent with the Commission on May 17, 2013, which was at least 30 days and

not more than 60 days prior to the filing of this application. A copy of the notice of intent was

transmitted by electronic mail on May 17, 2013 to the Attorney General’s Office of Rate

Intervention at rateintervention@ag.ky.gov. A copy of the written notice of intent is provided in

Section II, Filing Requirements, pages 25-26.

10. Customer Notices: Customer notice has been given in conformity with 807 KAR

5:001, Sectionl6(3) and 807 KAR 5:001, Section 16(4). The form of the customer notice

required by 807 KAR 5:001, Section 16(3) and 807 KAR 5:001, Section 16(4) is provided in

Section II, Exhibit B.

(a) The customer notice will be published once a week for three consecutive weeks in

a prominent manner in newspapers of general circulation in Kentucky Power’s service area, with

the first publication in each newspaper made by the date of the filing of this application. $07

KAR 5:00 1. Section 16(3)(b)(3).

(b) An affidavit from the publisher of each newspaper in which the notice was

published will be filed within 45 days of the filed date of this application. 807 KAR 5:001,

Section 16(5)(a).;

(c) No later than the date this application was filed a copy of the notice was posted at

the Company’s offices located at lOlA Enterprise Drive, Frankfort, Kentucky, 12333 Kevin

Avenue, Ashland, Kentucky, 1400 E. Main Street, Hazard, Kentucky, and 3249 North Mayo

Trail, Pikeville, Kentucky. The notice will remain posted until the later of the date of the

Commission’s Order finally determining the Company’s rates, the date the filing becomes
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effective, or as otherwise required by law. 807 KAR 5:001, Section 16(6)(a); 807 KAR 5:011,

Section 8(1)(a);

(d) A reduced copy of the form of the posted notice, along with the certification it

was posted, are provided in Section IL Exhibit B; and

(e) The required information, hyperlinks, and statements are posted, or will be posted

with the periods provided by the Commission’s regulations, on the Company’s webpage and will

be maintained as required by the Commission’s regulations. $07 KAR 5:001, Section 16(6)(b);

807 KAR 5:011 Section $(1)(b).

C. The Proposed General Adjustment in Existing Electric Rates and Charges.

11. Reasons for Adjustment: Kentucky Power’s current rates are not fair, just and

reasonable, and do not permit the Company to operate successfully, to maintain its financial

integrity, to attract capital, to compensate its investors for the risks assumed, or to continue to

provide adequate, efficient and reasonable service throughout its service territory. More

specifically, but without limitation, the proposed adjustment is required:

(a) To provide a return on and of the Company’s increased capitalization as a
result of the proposed transfer of the Mitchell Generating Station;

(b) To reflect the January 1, 2013 termination of January 1, 2014 the
Interconnection Agreement among the AEP-East Operating Companies;

(c) To reflect the increase in Kentucky Power’s depreciation expense in light
of the results of the Company’s 2012 depreciation study;

(d) To compensate the Company for the capital investments in
support of its business other than the proposed transfer of the Mitchell
Generating Station;

(e) To increase the Company’s authorized return on equity from 10.5% to
10.65% required to fairly compensate investors for capital invested in the
Kentucky Power, to enable the Company to offer a return adequate to
attract new capital on reasonable terms, and to maintain the utility’s
financial integrity; and



(f) To reflect the increase in the Company’s operating expenses since the
Company’s last general adjustment in rates.

A more detailed statement of the reasons for the proposed adjustment is set forth in the

testimony of Company’s witnesses provided in support of this application. 807 KAR 5:001,

Section 16(1)(b)(l).

12. Historical Test Year: The Company’s application for a general adjustment to its

existing rates is supported by a twelve month historical test year, with the test period ending

March 31, 2013, adjusted for known and measurable changes. $07 KAR 5:001

Section 16(1)(a)(1).

13. Proposed Tariff: The proposed tariffs in a form that complies with 807 KAR

5:011 and all other applicable regulations of the Commission, with an effective date for service

rendered on or afier July 29, 2013 are filed in Section III, Exhibit I. 807 KAR 5:001, Section

16(1 )(b)(4).

14. Proposed Tariff Changes: The Company’s proposed tariff changes, identified in

compliance with 807 KAR 5:011, 807 KAR 5:001 and $07 KAR 5:001 Section 16(1)(b)(5) are

filed in Section III, Exhibit J. The proposed rates and charges are fair, just and reasonable as

required by KRS 278.030.

15. Effect of Proposed Adjustments: The Company calculates that with the

proposed transmission adjustment the proposed adjustment in electric rates will result in an

increase in revenue of $1 13,998,826 per year, based on consumption and demand during the

twelve month period ending March 31, 2013, resulting in total annual Company revenues of

$610,582,495, and representing an increase in revenue of approximately 23.39%. The proposed

adjustment, excluding the transmission adjustment, would result in total Company revenues of

6



$614,373,414. which would represent an increase of $117,789,745, or approximately 24.17%.

$07 KAR 5:001, Section 16; $07 KAR 5:011, Section 11, Section 2.

(a) The present and proposed rates for each customer classification to which

the rates will apply. See paragraph 14 above. $07 KAR 5:001, Section 16(4)(a); 807 KAR

5:01 1, Section $(3)(a).

(b) The amount of the change requested in both dollar amounts and

percentages for each customer classification to which the rate change will apply:

With Transmission Adjustment Without Transmission Adjustment
Customer Current Proposed Proposed Percent Proposed Proposed Percent

Classification Revenue Revenue Increase Change Revenue Increase Change

RS $201,020,022 $263,573,845 $62,553,823 31.12% $261,146,431 $60,126,409 29.91%
565 $16,112,073 $18,649,229 $2,537,156 15.75% $19,147,535 $3,035,462 18.84%
MGS $51,869,508 $60,350,546 $8,481,038 16.35% $62,325,971 $10,456,463 20.16%
[65 $60,560,038 $71,139,504 $10,579,466 17.47% $73,007,086 $12,447,048 20.55%
MW $307,392 $342,913 $35,521 11.56% $360,268 $52,876 17.20%
OP $42,962,656 $50,881,479 $7,918,823 18.43% $51,794,158 $8,831,502 20.56%
C.I.P.—T.O.D. $105,929,360 $125,912,994 $19,983,634 18.87% $126,828,383 $20,899,023 19.73%
C.S.—LR.P. N/A N/A N/A N/A N/A N/A N/A
DL $7,418,693 $9,127,775 $1,709,082 23.04% $9,151,468 $1,732,775 23.36%
SC $1,222,039 $1,422,325 $200,287 16.39% $1,430,229 $208,190 17.04%
CATV 2 User $133,284 $133,284 $0 0.00% $133,224 $0 0.00%
CATV 3 User $406,640 $406,640 $0 0.00% $406,640 $0 0.00%
COGEN/SSP I N/A N/A N/A N/A N/A N/A N/A
COGEN/SPPII N/A N/A N/A N/A N/A N/A N/A

807 KAR 5:001, Section 16(4)(b); 807 KAR 5:011, Section 8(3Xb).

(c) The amount of the average usage and the effect on the average bill for

each customer classification to which the rate change will apply:
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With Transmission Adjustment Without Transmission
,

Adjustment
AverageAverage Present Proposed Average Average Proposed Average AverageCustomer Customer

.Customer Average Average Billing Percent Average Billing PercentClass Demand . .KWH Billing Billtng Change Change Billing Change Change

RS 1,374 N/A $119.69 $156.93 $37.24 31.12% $155.48 $35.80 29.91%
SGS 479 N/A $56.46 $65.35 $8.89 15.75% $67.09 $10.64 18.84%
MGS 5,992 26 $587.65 $683.74 $96.09 16.35% $706.12 $118.47 20.16%
LGS 69,225 223 $5,847.82 $6,869.40 $1,021.58 l7.47% $7,049.74 $1,201.92 2O.55%
MW 28,552 N/A $2,311.22 $2,578.30 $267.08 11.56% $2,708.78 $397.56 17.20%
QP 775,976 2,048 $48,710.49 $57,688.75 $8,978.26 18.43%

$58,723.5 $10,013.0
20.56%

C.l.P.-T.0.D. 12,037,336 20,753 $588,496.45 $699,516.63 $111,020.19 18.87%
$704,602.1 $116,105.6

19.73%

CS. - I.R.P.
Customers N/A N/A N/A N/A N/A N/A N/A N/A

OL 78 N/A $12.92 $15.90 $2.98 23.04% $15.94 $3.02 23.36%
SL 11,957 N/A $1,755.80 $2,043.57 $287.77 16.39% $2,054.93 $299.12 17.04%
CATV 2 User 18,486

N/A $133,284.06 $0.00 $0.00 0.00% $0.00 $0.00 0.00%Attachments

CATV 3 User 90,971
N/A $406,640.37 $0.00 $0.00 0.00% $0.00 $0.00 0.00%Attachments

COGEN/SSP
No Customers N/A N/A N/A N/A N/A N/A N/A N/A

COGEN/SPP
No Customers N/A N/A N/A N/A N/A N/A N/A N/A

$07 KAR 5:001, Section 16(4)(c); $07 KAR 5:011, Section $(3)(c).

16. New and Modified Programs, Policies and Tariffs. In connection with this

application, the Company is proposing to implement certain new policies, programs and tariffs,

and to modify existing policies, programs and tariffs including, but not limited to:

(a) Modification of the System Sales Clause (Tariff S.S.C.)

(b) Implementation of a Purchase Power Adjustment (Tariff P.P.A.)

(c) Implementation of a PJM Rider (Tariff P.J.M.R.).

The Company’s proposed tariffs are filed in Section III, Exhibit I.
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D. COMPLIANCE WITH STATUTORY AND REGULATORY REQUIREMENTS.

The Company provides the following information in further response to the requirements

imposed by KRS 272.180; KRS 278.190; KRS 278.2203; KRS 278.2205; 807 KAR 5:001,

Section 12; 807 KAR 5:001, Section 14; 807 KAR 5:001, Section 16; 807 KAR 5:011; and $07

KAR 5:051:

17. A financial exhibit in the form prescribed by $07 KAR 5:001, Section 12 is filed

in Section IV.

1$. A description and quantification of all proposed adjustments, with proper support

for any proposed changes as prescribed by $07 KAR 5:001 Section 16(10) are provided in

Section V.

19. The prepared testimony and exhibits of the following witnesses in support of this

application are provided in Section VI:

WITNESS SUBJECT MATTER OF TESTIMONY
William E. Avera Cost of Equity/Return on Equity
Jeffrey B. Bartsch Taxes and Certain Adjustments
Douglas R. Buck Rate Design
Andrew R. Carlin Employee Compensation
David A. Davis Depreciation Study
Hugh E. McCoy Pension Plan Costs
John M. McManus Environmental Issues

. Accounting Issues and Amortization for CertainThomas E. Mitchell
Adjustment

Cost Allocation To Kentucky Retail Customers;
Lila P. Munsey Environmental Surcharge Revisions; Revenue And

Operation Expense Adjustments; Tariff Revisions
Gregory G. Pauley Overview of Application
Marc D. Reitter Cost of Capital; Post Mitchell Transfer Capital Structure

Revenue Adjustments; Class Cost of Service Study;Jason M. Stegall
Revenue Adjustments

Alex F. Vaughn PJM Rider; Transmission function Revenues And
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WITNESS SUBJECT MATTER OF TESTIMONY
Expenses; Certain Adjustments As A Result of the
Teniiination of the AEP East Pool; Mitchell Cost of
Service Allocation (per books)
Proposed Increase In Annual Revenues; Tariff
Revisions, Capitalization Adjustments; Big Sandy O&M

Ranie K. Wohnhas and Depreciation Expense Amortization; Amortization
of Regulatory Assets And Deferred Costs; Revenue And
Operating Expense Adjustments

807 KAR 5:001, Section 16(9)(b).

20. The Company’s Cost Allocation Manual is provided in Section II, Exhibit A.

KRS 278.2203; KRS 278.2205.

21. A copy of the statutory notice is provided in Section I. 807 KAR 5:011, Section

9.

22. All other required information, whether specifically identified or not, is provided,

or its location in the application identified, in the Filing Requirements sheets provided in Section

II.

WHEREFORE, Kentucky Power Company respectfully requests the Public Service

Commission of Kentucky to enter an Order:

1. Approving the requested rates and revised tariff sheets submitted herewith in

Section III; and

2. Granting such other relief to which the Company may be entitled.
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Respectful ubmitted,

Mark R. Overstreet
R. Benjamin Crittenden
STIlES & HARBISON PLLC
421 West Main Street
P. 0. Box 634
Frankfort, Kentucky 40602-0634
Telephone: (502) 223-3477
facsimile: (502) 223-4387
rnoverstreet@stites.com
rcrittenden@stites.com

Kenneth J. Gish, Jr.
STITES & HARBISON PLLC
250 West Main Street, Suite 2300
Lexington, Kentucky 40507
Telephone: (859) 226-2300
facsimile: ($59) 253-9144
kgish(stites.corn

COUNSEL FOR KENTUCKY POWER
COMPANY

CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing was served by overnight delivery, upon the
following persons, this 28th day of June, 2013.

Michael L. Kurtz
Jody Kyler Cohn
Boehrn, Kurtz & Lowry
36 East Seventh Street
Suite 1510
Cincinnati, Ohio 45202

Jennifer Black Hans
Dennis G. Howard II
Lawrence W. Cook
1024 Capital Center Drive, Suite 200
Frankfort, Kentucky 40601

Mark R. Overstreet
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION FOR GENERAL )
ADJUSTMENT OF ELECTRIC RATES) CASE NO. 2013-00197
OF KENTUCKY POWER COMPANY )

1

STATUTORY NOTICE

Kentucky Power Company (“Kentucky Power,” or the “Company”), pursuant to 807

KAR 5:011, Section 9, and all other applicable statutes and regulations, submits this Statutory

Notice of the Adjustments to be made in the Company’s rates and tariffs.

Kentucky Power proposes to change its existing electric rates and tariffs now on file with

the Commission by withdrawing certain tariff sheets, substituting new Tariff Sheets (P.S.C.

Electric No. 10) for the corresponding Tariffs Sheets now on file with the Commission (P.S.C.

Electric No. 9), and by adding five new Tariff Sheets, all as set forth below:

New Sheet No. P.S.C. 10 Superseding Sheet No. P.S.C. 9

Original Cover Page Original Cover Page

Original Sheet No. 1-1 jst Revised Sheet No. 1-1

Original Sheet No. 1-2 1st Revised Sheet No. 1-2

Original Sheet No. 2-1 Original Sheet No. 2-1

Original Sheet No. 2-2 Original Sheet No. 2-2

Original Sheet No. 2-3 Original Sheet No. 2-3

Original Sheet No. 2-4 Original Sheet No. 2-4

Original Sheet No. 2-5 Original Sheet No. 2-5



Original Sheet No. 2-6

Original Sheet No. 2-7

Original Sheet No. 2-8

Original Sheet No. 2-9

Original Sheet No. 2-10

Original Sheet No. 2-1 1

Original Sheet No. 2-12

Original Sheet No. 2-13

Original Sheet No. 2-14

Original Sheet No. 3-1

Original Sheet No. 3-2

Original Sheet No. 3-3

Original Sheet No. 3-4

Original Sheet No. 3-5

Original Sheet No. 3-6

Original Sheet No. 3-7

Original Sheet No. 3-8

Original Sheet No. 3-9

Original Sheet No. 3-10

Original Sheet No. 4-1

Original Sheet No. 5-1

Original Sheet No. 2-6

Original Sheet No. 2-7

Original Sheet No. 2-8

Original Sheet No. 2-9

Original Sheet No. 2-10

2’’ Revised Sheet No. 2-1 1

1st Revised Sheet No. 2-12

2’’ Revised Sheet No. 2-13

2 Revised Sheet No. 2-14

Original Sheet No. 3-1

Original Sheet No. 3-2

Original Sheet No. 3-3

Original Sheet No. 3-4

Original Sheet No. 3-5

Original Sheet No. 3-6

Original Sheet No. 3-7

Original Sheet No. 3-8

Original Sheet No. 3-9

Original Sheet No. 3-10

Original Sheet No. 4-1

Original Sheet No. 5-1



Original Sheet No. 5-2

Original Sheet No. 6-1

Original Sheet No. 6-2

Original Sheet No. 6-3

Original Sheet No. 6-4

Original Sheet No. 6-5

Original Sheet No. 6-6

Original Sheet No. 6-7

Original Sheet No. 6-8

Original Sheet No. 6-9

Original Sheet No. 6-10

Original Sheet No. 7-1

Original Sheet No. 7-2

Original Sheet No. 7-3

Original Sheet No. 7-4

Original Sheet No. 7-5

Original Sheet No. 8-1

Original Sheet No. 8-2

Original Sheet No. 8-3

Original Sheet No. 8-4

Original Sheet No. 8-5

Original Sheet No. 5-2

Original Sheet No. 6-1

Original Sheet No. 6-2

Original Sheet No. 6-3

Original Sheet No. 6-4

Original Sheet No. 6-5

Original Sheet No. 6-6

Original Sheet No. 6-7

Original Sheet No. 6-8

Original Sheet No. 6-9

Original Sheet No. 7-1

Original Sheet No. 7-2

Original Sheet No. 7-3

Original Sheet No. 7-4

Original Sheet No. 8-1

Original Sheet No. 8-2

Original Sheet No. 8-3

Original Sheet No. 8-4

Original Sheet No. 8-5



Original Sheet No. 9-1

Original Sheet No. 9-2

Original Sheet No. 9-3

Original Sheet No. 9-4

Original Sheet No. 9-5

Original Sheet No. 9-6

Original Sheet No. 9-7

Original Sheet No. 10-1

Original Sheet No. 10-2

Original Sheet No. 10-3

Original Sheet No. 11-1

Original Sheet No. 11-2

Original Sheet No. 11-3

Original Sheet No. 12-1

Original Sheet No. 12-2

Original Sheet No. 12-3

Original Sheet No. 13-1

Original Sheet No. 13-2

Original Sheet No. 14-1

Original Sheet No. 14-2

Original Sheet No. 14-3

Original Sheet No. 9-1

Original Sheet No. 9-2

Original Sheet No. 9-3

Original Sheet No. 9-4

Original Sheet No. 9-5

Original Sheet No. 9-6

Original Sheet No. 10-1

Original Sheet No. 10-2

Original Sheet No. 10-3

Original Sheet No. 11-1

Original Sheet No. 11-2

Original Sheet No. 11-3

Original Sheet No. 12-1

Original Sheet No. 12-2

Original Sheet No. 12-3

Original Sheet No. 13-1

Original Sheet No. 13-2

Original Sheet No. 14-1

Original Sheet No. 14-2

Original Sheet No 14-3



Original Sheet No. 14-4

Original Sheet No. 15-1

Original Sheet No. 15-2

Original Sheet No. 15-3

Original Sheet No. 16-1

Original Sheet No. 16-2

Original Sheet No. 16-3

Original Sheet No. 16-4

Original Sheet No. 16-5

Original Sheet No. 17-1

Original Sheet No. 17-2

Original Sheet No. 17-3

Original Sheet No. 18-1

Original Sheet No. 18-2

Original Sheet No. 18-3

Original Sheet No. 19-1

Original Sheet No. 19-2

Original Sheet No. 20-1

Original Sheet No. 21-1

Original Sheet No. 22-1

Original Sheet No. 22-2

Original Sheet No. 15-1

Original Sheet No. 15-2

Original Sheet No. 1 5-3

Original Sheet No. 16-1

Original Sheet No. 16-2

Original Sheet No. 16-3

Original Sheet No. 16-4

Original Sheet No. 16-5

Original Sheet No. 17-1

Original Sheet No. 17-2

Original Sheet No. 17-3

Original Sheet No. 18-1

Original Sheet No. 1 8-2

Original Sheet No. 18-3

Original Sheet No. 19-I

Original Sheet No. 19-2

Original Sheet No. 20-1

Original Sheet No. 21-1

Original Sheet No. 22-1

4th Revised Sheet No. 22-2



Original Sheet No. 22-3

Original Sheet No. 22-4

Original Sheet No. 22-5

Original Sheet No. 22-6

Original Sheet No. 22-7

Original Sheet No. 22-8

Original Sheet No. 22-9

Original Sheet No. 22-10

Original Sheet No. 22-11

Original Sheet No. 22-12

Original Sheet No. 22-13

Original Sheet No. 23-1 (Blank Reserved for Future Use)

Original Sheet No. 23-2(Blank Reserved for Future Use)

Original Sheet No. 23-3(Blank Reserved for Future Use)

Original Sheet No. 24-1(Blank Reserved for Future Use)

Original Sheet No. 24-2(Blank Reserved for Future Use)

Original Sheet No. 24-3(Blank Reserved fbr Future Use)

Original Sheet No. 24-4(Blank Reserved for Future Use)

Original Sheet No. 22-3

Original Sheet No. 22-4

Original Sheet No. 22-5

Original Sheet No. 22-6

Original Sheet No. 22-7

Original Sheet No. 22-8

Original Sheet No. 22-9

Original Sheet No. 22-10

Original Sheet No. 22-11

Original Sheet No. 22-12

Original Sheet No. 22-13

Original Sheet No. 23-1
(Discontinued)

Original Sheet No. 23-2
(Discontinued)

Original Sheet No. 23-3
(Discontinued)

Original Sheet No. 24-1
(Discontinued)

Original Sheet No. 24-2
(Discontinued)

Original Sheet No. 24-3
(Discontinued)

Original Sheet No. 24-4
(Discontinued)



Original Sheet No. 24-5(Blank Reserved for Future Use)

Original Sheet No. 24-6(Blank Reserved for Future Use)

Original Sheet No. 25-1(Blank Reserved for Future Use)

Original Sheet No. 25-2(Blank Reserved for Future Use)

Original Sheet No. 25-3(Blank Reserved for Future Use)

Original Sheet No. 26-1

Original Sheet No. 26-2

Original Sheet No. 26-3

Original Sheet No. 27-1

Original Sheet No. 27-2

Original Sheet No. 27-3

Original Sheet No. 27-4

Original Sheet No. 27-5

Original Sheet No. 27-6

Original Sheet No. 27-7

Original Sheet No. 27-8

Original Sheet No. 27-9

Original Sheet No. 27-10

Original Sheet No. 27-1 1

Original Sheet No. 24-5
(Discontinued)

Original Sheet No. 24-6
(Discontinued)

Original Sheet No. 25-1
(Discontinued)

Original Sheet No. 25-2
(Discontinued)

Original Sheet No. 25-3
(Discontinued)

Original Sheet No. 26-1

Original Sheet No. 26-2

Original Sheet No. 26-3

Original Sheet No. 27-1

Original Sheet No. 27-2

Original Sheet No. 27-3

Original Sheet No. 27-41

Original Sheet No. 27-5

Original Sheet No. 27-6

Original Sheet No. 27-7

Original Sheet No. 27-8

Original Sheet No. 27-9

Original Sheet No. 27-10

Original Sheet No. 27-1 1



Original Sheet No. 27-12

Original Sheet No. 27-13

Original Sheet No. 27-14

Original Sheet No. 27-15

Original Sheet No. 27-16

Original Sheet No. 27-17

Original Sheet No. 27-18

Original Sheet No. 27-19

Original Sheet No. 27-20

Original Sheet No. 27-2 1

Original Sheet No. 27-22

Original Sheet No. 28-1

Original Sheet No. 29-1

Original Sheet No. 29-2

Original Sheet No. 29-3

Original Sheet No. 29-4

Original Sheet No. 29-5(Blank Reserved for Future Use)

Original Sheet No. 30-1(Blank Reserved for Future Use)

Original Sheet No. 30-2)Blank Reserved for Future Use)

Original Sheet No. 30-3(Blank Reserved for Future Use)

Original Sheet No. 27-12

Original Sheet No. 27-13

Original Sheet No. 27-14

Original Sheet No. 27-15

Original Sheet No. 27-16

Original Sheet No. 27-17

Original Sheet No. 27-18

Original Sheet No. 27-19

Original Sheet No. 27-20

Original Sheet No. 27-2 1

Original Sheet No. 27-22

Original Sheet No. 28-1

Original Sheet No. 29-1

Original Sheet No. 29-2

Original Sheet No. 29-3

Original Sheet No. 29-4

Original Sheet No. 29-5

2’ Revised Sheet No. 30-1
(Discontinued)

2nd Revised Sheet No. 30-2
(Discontinued)

Original Sheet No. 30-3
(Discontinued)



Original Sheet No. 30-4(Blank Reserved for Future Use) Original Sheet No. 30-4
(Discontinued)

Original Sheet No. 31-1 Original Sheet No. 31-1

Original Sheet No. 31-2 Original Sheet No. 31-2

Original Sheet No. 32-1 Original Sheet No. 32-1

Original Sheet No. 32-2 Original Sheet No. 32-2

Original Sheet No. 32-3 Original Sheet No. 32-3

Original Sheet No. 32-4 Original Sheet No. 32-4

Original Sheet No. 33-1 Original Sheet No. 33-1

Original Sheet No. 34-1 Original Sheet No. 34-1

Original Sheet No. 35-1

The amended and new tariffs will be effective for service rendered on or after July 29,

2013. Notice to the public of the proposed tariffs is being given in accordance with $07 KAR

5:011, Section $(2)(b)(3), $07 KAR 5:011, Section $(3)(,(g), $07 KAR 5:001, Section

16(3)(b)(3), $07 KAR 5:00 1, Section 16(4) and all other applicable statutes and regulations.

Notice also is being given by exhibiting the same for public inspection at Kentucky Power’s

corporate offices, 101 A Enterprise Drive, Frankfort, Kentucky; and service centers located at

1233 Kevin Avenue, Ashland, Kentucky; 1400 E. Main Street, Hazard Kentucky; and 3249

North Mayo Trail, Pikeville Kentucky. The notice will remain posted until the Commission’s

Order finally determining the Company’s rates or as otherwise required by law.

Copies of the Kentucky Power’s Tariffs “P.$.C. Electric No. 10” are filed with

Company’s application for General Adjustment of Rates in Section III, Exhibit I pages 1 through

1 57. A comparison of the Company’s existing Tariffs “P.S.C. Electric No. 9” and its proposed

“P.S.C. Electric No. 10” is filed at Section III, Exhibit J pages 1 through 31$ of its application.



Additional information required by the Commission’s regulations is contained in the

“Application for General Adjustment of Existing Rates of Kentucky Power Company” filed

herewith and expressly incorporated herein.

This 28th day of June 2013.

Mark R. Overstreet
R. Benjamin Crittenden
STITES & HARBISON PLLC
421 West Main Street
P. 0. Box 634
Frankfort, Kentucky 40602-0634
Telephone: (502) 223-3477
Facsimile: (502) 223-4387
rnoverstreet@stites.com
rcrittenden@stites.com

Kenneth J. Gish, Jr.
STITES & HARBISON PLLC
250 West Main Street, Suite 2300
Lexington, Kentucky 40507
Telephone: (859) 226-2300
Facsimile: (859) 253-9144
ki sh@si ites corn

COUNSEL FOR KENTUCKY POWER
COMPANY
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Case No. 2013-00197
Section II

Table of Contents

Filing Requirement
Regulation/Statute Description Page Number Exhibit

KRS 278.2203 (4) Cost Allocation Manual 1
KRS 278.2205 (6) Cost Allocation Manual 2 A
807 KAR 5:001 Section 12(1) Stock Authorized 3
807 KAR 5:00 1 Section 12(2) Stock Issued and Outstanding 4
807 KAR 5:001 Section 12(3) Terms of Preferred Stock 5
807 KAR 5:001 Section 12(4) Descriptions of Mortgages 6
807 KAR 5:00 1 Section 12(5) Bonds Authorized 7
807 KAR 5:001 Section 12(6) Notes Outstanding 8
807 KAR 5:001 Section 12(7) Other Indebtedness 9
807 KAR 5:00 1 Section 12(8) Dividends Paid 10
807 KAR 5:00 1 Section 12(9) Income Statement and Balance Sheet 11
807 KAR 5:001 Section 14(1) Contents of Application 12
807 KAR 5:001 Section 14(2)(a) Articles of Incorporation 13
807 KAR 5:00 1 Section 14(2)(b) Limited Liability Company 14
807 KAR 5:00 1 Section 14(2)(c) Limited Partnership 15
807 KAR 5:001 Section 16(1)(a) Historical Test Year 16
807 KAR 5:00 1, Section 16(1)(b)(1) Reason for Rate Adjustment 17
807 KAR 5:001, Section 16(1)(b)(2) Certificate of Good Standing 18-19
$07 KAR 5:00 1, Section 16(1)(b)(3) Certificate of Assumed Name 20
807 KAR 5:00 1, Section 16 (1)(b)(4) Proposed Tariff 21
807 KAR 5:001, Section 16 (1)(b)(5) Proposed Tariff Comparison 22 J
807 KAR 5:00 1, Section 16(1)(b)(6) Certificate of Public Notice 23 B
$07 KAR 5:00 1 Section 16(2) Notice of Intent 24-26
$07 KAR 5:001 Section 16(3)(a) Sewer Utility Notices 27
807 KAR 5:00 1 Section 16(3)(b) Manner of Notification 28
$07 KAR 5:00 1 Section 16(4) Customer Notice Information 29
$07 KAR 5:00 1 Section 16(5) Proof ofNotice 30
807 KAR 5:00 1 Section 16(6)(a) Posting of Notices 31
807 KAR 5:00 1 Section 16(6)(b) Web Site Posting 32
807 KAR 5:00 1 Section 16(7) Abbreviated Form of Notice 33
$07 KAR 5:00 1 Section 16(8) Hearing Notice Publication 34
807 KAR 5:00 1 Section 16(9)(a) Explanation of Adjustments 35
807 KAR 5:00 1 Section 16(9)(b) Testimony Revenues?: $5.0 M 36
$07 KAR 5:00 1 Section 16(9)(c) Testimony Revenues $5.0 M 37
$07 KAR 5:00 1 Section 16(9)(d) Effect of New Rates 38
807 KAR 5:00 1 Section 16(9)(e) Avg Customer Class Bill Impact 39
$07 KAR 5:00 1 Section 16(9)(f) Local Telephone Exchange Companies 40
$07 KAR 5001 Section 16 (9)(g) Analysis of Customer Bills 41 K
807 KAR 5:00 1 Section 16(9)(h) Revenue Requirements Determination 42
807 KAR 5:00 1 Section 16(9)(i) Reconcile Rate Base & Capitalization 43-44
$07 KAR 5:00 1 Section 16(9)0) Current Chart of Accounts 45 C



Filing Requirement
1poii1tinn/Sfqtiifp

Case No. 20 13-00197
Section II

Table of Contents

Descrintion Page Number Exhibit
807 KAR 5:00 1 Section 16(9)(k) Annual Auditor Opinion 46-47
$07 KAR 5:00 1 Section 16(9)(l) FERC Audit Reports 48 D
$07 KAR 5:001 Section 16(9)(m) FERC Form 1 49 E
$07 KAR 5:00 1 Section 16(9)(n) Depreciation Study 50
$07 KAR 5:00 1 Section 16(9)(o) Computer Software, et al 51
807 KAR5:001 Section l6(9)(p) Stock or Bond Prospectuses 52 F
807 KAR 5:00 1 Section 16(9)(q) Annual Reports to Shareholders 53
$07 KAR 5:00 1 Section 16(9)(r) Monthly Management Reports 54 G
$07 KAR 5:00 1 Section 16(9)(s) SEC Annual Reports 55 II
$07 KAR 5:00 1 Section 16(9)(t) Affiliate, et. Al, Allocations/Charges 56-58
807 KAR 5:00 1 Section 16(9)(u) Cost of Service Study 59
807 KAR 5:00 1 Section 16(9)(v) Local Telephone Exchange Companies 60
807 KAR 5:001 Section 16(10) Pro Fonna Adjustments 61-68
$07 KAR 5:011 Section $(1)(a) Public Postings 69
$07 KAR 5:011 Section $(1)(b) Web site Notice 70
$07 KAR 5:011 Section 8(2)(a) Publication of Notice of Customers 71
$07 KAR 5:011 Section 8(2)(b)&(c) Form of Notice 72
807 KAR 5:011 Section 8(3) Notice Requirements 73
$07 KAR 5:011 Section 8(4) Proof of notice 74
807 KAR 5:011 Section 8(6) Fonnulaic Recalculation 75
807 KAR 5:011 Section 9(2) Info and Notice to be filed with PSC 76
$07 KAR 5:051 Section 1 Customer Information Mailing 77
807 KAR 5:05 1 Section 2(1)(2) Customer Information Mailing 7$



KPSC Case No. 2013-00197
Section Il-Application
Filing Requirements
Page 1 of 78

. KntuckyPwerCopany
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
KRS 278.2203 (4)

Filing Requirement:

Notwitltstandiiig subsections 1) to (3) ofthis section, a utility may report an incidental
nonregutated activity as a regulated activity

(a) The revenuefrom the aggregate total of the utility rs non regulated incideiztat
activities does not exceed the lesser oftwo percent (2%) of the tititity total
reven ice or one million dollars ($1, OOO,OOO annually; and

(b) Tite nonregutated activity is reasonably related to the utility regulated activity.

Rcponse:

Please see Section II, Exhibit A.



KPSC Case No. 2013-00197
Section Il-Application
Filing Requirements
Page 2 of78

KtackyPoweCoiipii
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Fiimg Requirement
IRS 278.2205 (6)

Filing Requirement:

The GAY shatt befiled as part of the initialfiling requirement in a proceeding involving an
applicationfor an adjustment in rates pursuant to KRS 278.190.

Response:

Please see Section II, Exhibit A.



KPSC Case No. 201 3-001 97
Section lI-Application
Filing Requirements
Page 3 ot78

-

Kelltaek/PoWerConipauy -

Case No. 2013-00197
historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 12 (1)

Filing Requirement:

Amount and kinds ofstock authorized.

Response:

Please see Section IV, page 1.



ieirtucy rOWer OEHJfl19y

Case No. 2013-00 197
Historical Test Period Ended March 31, 2013

Fi]mg Requirement
$07 KAR 5:001 Section 12 (2)

Filing Requirement:

Amount and kinds ofstock isstted and outstcmding.

Response:

Please see Section IV, page 1.

KPSC Case No. 201 3-00197
Section Il-Application
Filing Requirements
Page 40178



KPSC Case No. 2013-00197
Section Il-Application
Filing Requirements
Page 5 of7B

KenfuckyPowerCömpany
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 12 (3)

Filing Requirement:

Terms andpreference ofpreferred stock cumulative orparticipating, or on dividends or
assets or otherwise.

Response:

Please see Section IV, page 1.



KPSC Case No. 2013-00197
Section lI-Application
Filing Requirements
Page 6 of78

.
- KentuckyPoerCoxipany - - - -

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 12 (4)

Filing Requirement:

Brief description of each mortgage on property of applicant, giving date of execution,
name, mortgagor, name of mortgagee, Or trustee, amOunt of inctebtedness authorized to be
secured, and the amount of indebtedness actuatty secured, together with any sinkingfund
provision, jf applicable.

Response:

Please see Section IV, page 1.



KPSC Case No.2013-00197
Section Il-Application
Filing Requirements
Page 7 of78

- Kentucky Power Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 12 (5)

Filing Requirement:

Amount ofboizds authorized, and amount issued, giving the ucime ofthe public utility that
issued the same, describing each ctctss separately and giving date of issue,face value, rate
ofinterest, date of inattirity and how secured, togetiter with amount ofinterest paid duriizg
the lastfiscalyear.

Response:

Please see Section IV, page 5.



KPSC Case No. 2013-00197
Section lI-Application
Filing Requirements
Page 8 of78

KentückyPowèi-Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Fifing Requirement
$07 KAR 5:001 Section 12 (6)

Filing Requirement:

Each note outstanding, giving date of issue, amount, date of maturity, rate of interest, in
whose favor, together with amount of interestpaid during the lastfiscalyear.

Response:

Please see Section IV, page 1.



KPSC Case No. 2013-00197
Section lI-Application
Filing Requirements
Page 9 of78

Case No 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 12 (7)

Filing Requirement:

Other i,utebteclness, giving same by classes and describing security, f any, with a brief
statement of the de’otution or assumption of a portion of such indebtedness upon or by
person or corporation jf the original liability has been transferred, together with amount of
interest paid during the lastfiscal year.

Response:

Please see Section IV, page 2.



KPSC Case No. 201 3-00197
Section Il-Application
FHing Requirements
Page 10 of78

KentückyPowërCOmaiiy —

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filmg Requirement
807 KAR 5:001 Section 12 (8)

filing Requirement:

Rate and ctmouiit ofdividends paid during thefive (5, previousfiscalyears, and the
amount of capital stock on which dividends were paid each yeai

Response:

Please see Section TV, page 2.



KPSC Case No. 2013-00197
Section Il-Application
Filing Requirements
Page 11 of 78

Kentucky Power Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 12 (9)

Filing Requirement:

Detailed income statement and balance sheet.

Response:

Please see Section IV, pages 3, 4, and 7.



KPSC Case No. 2013-00197
Section lI-Application
Filing Requirements
Page 12 of78

.

-

- KcntuckyPoWCrnIptiny _.___

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 14 (1)

Filing Requirement:

Coit tents of application. Each application shall be by petition. The petition shall establish
the flit! name, mailing address, and electronic mail address of the applicant, and shall
contain filly the facts on witich the application is based, with a request for the order,
authorization, permission, or certjfIcate desired and a reference to the particular law
requiring orprovidingfor same.

Response:

The application is by petition and contains the fulL name, mailing address, and
electronic mail address of the applicant:

Kentucky Power Company
101 A Enterprise Drive
FrankfortKY 40601
lpmunsey@aep.com

The application also contains fully the facts on which the application is based and
requests an order establishing the utility’s approved rates.

Please see Sections I through VI for complete detail.



KPSC Case No. 2013-00197
Section I I-Application
Filing Requirements
Page 13 of 78

KéntuckyPowerCompany
• -•

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 14 (2)(a)

Filing Requirement:

If the applicant is a corporation, a certiflect copy of its articles of htcorporation and alt
amendments, if any, shalt be annexed to the application, or a written statement attesting
that its articles of incorporation and alt amendments have been filed with the commission
in apriorproceedi;tg and referencing the case number ofthe priorproceeding.

Response:

A certified copy of current Kentucky Power Company’s Articles of Incorporation, as
amended, is on file with the Commission in the Joint Apptication ofKentucky Power Cb.,
American Etectric Power (o., Inc. and central and South West Corporation Regarding a
Proposed Yergei; KPSC Case No. 1999-149 as Exhibit I and is incorporated by
reference herein.



KPSC Case No. 201 3-001 97
Section Il-Application
Filing Requirements
Page 14 of78

Ietuky Pövèr Copany
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 14 (2)(b)

Fffin Requirement:

If the appticant is a limited liability company, a cerqfied copy of its articles of organization
and ott amendments, if any, shall be annexed to the application, or a written statement
attesting that its articles and all amendments have been filed with tite commission in a
prior proceeding and referencing the case number of the priorproceeding.

Response:

Not applicable as Kentucky Power Company is not a limited liability company.



KPSC Case No. 2013-00197
Section lI-Application
Filing Requirements
Page 15 of78

- Keñtiüky1verCoñiiany
Case No 2013-00197

Historical Test Period Ended March 31, 2013

Filiiig Requirement
807 KAR 5:001 Section 14 (2)(c)

Fitmu Rci nirement:

If the applicant is a timited partizersltip, a certjfied copy of its limited partnership
agreement and alt amendments, if any, shalt be annexed to the application, or a written
statement attesting that its partnership agreement and alt ameiutments have beenfiled with
the commission in a prior proceeding and referencing the case number of the prior
proceeding.

Response:

Not applicable as Kentucky Power Company is not a limited partnership.



KPSC Case No. 201 3-00197
Section Il-Application
Filing Requirements
Page 16of78

KéntuckyPowerCoinpañy
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16 (1)(a)

Filing Requirement:

Applicationsfor General Adjustments ni Existing Rates. (1) Each application requesting a

general adjustment in existing rates shalt:
(‘a) Be supported by:

1. A twelve (12) month historical test period which may include adjustments for
known and measurable cit anges; or

2. Afullyforecasted testperiod.

Response:

Kentucky Power Company’s Application for a general adjustment to its existing rates is

supported by a twelve-month historical test year for the test period ended March 31,

2013 with adjustments for known and measurable changes.



KPSC Case No. 2013-00197
Section Il-Application
Filing Requirements
Page 17 of 78

.
KntOckyPOWrCöipy - -..- -

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16 (1)(b)1

Filing Reci uirernent:

A statement of the reason the adjustment is required.

Response:

Please see Section II, the Company’s Application, paragraph 11. Also see the testimony
of the Company’s witnesses.



KPSC Case No. 2013-00197
Section lI-Application
Filing Requirements
Page 18 of78

.
- -

- Kentucky PowerCompany
Case No 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16 (1)(b)2

Filing Requirement:

If the utitity is incorporated or is a timi/ed ptzmzership, a cerqJicate ofgood standing or

certjficate ofauthorization dated within sixty (60) days ofthe date the application isfited;

Response:

Please see the attached Certificate of Existence dated May 30, 2013, as certified by the
Commonwealth of Kentucky’s Secretary of State.



KPSC Case No. 201 3-00197
Section Il-Application
Filing Requirements
Page 19 of 78

.
-

— CoiiweafthofKentucky
Alison Lundergan Grimes, Secretary of State

Alison Lundergan Grimes
Secretary of State

P.O..8ox718 - -

Ftankfort, KY 40602-0718
Certificate of Existence

(502) 564-3490
http:llwwwsos.ky,gov

Authentication number: 139421
Visit htips://aop.sos.ky.gov/ftshow/certvalid3o.a.nx o authenicato this certificate.

______

I, Alison Lundergan Gilmes, Secretory of State of the Commonwealth of Kentucky,
do hereby certify that according to the reeords in Lhe 011ice of the Secretary of State,

KENTUCKY POWER COMPANY..:

is a corporation duly incorporateci and existing under KRS Chapter 14A and KRS
Chapter 277 B, whose date of incorporation is July 21, 1919 and whose period of
duration is perpetuaL

I further certify that all foes and penalties owed to the Secretary of State have been
paid; that Articles ci Dissolution have not boon tiled; and that the most recent annual
report required by KRS 14A.6-010 has boon delivered to the Secretory of State.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my Official Seal
at Franklort, Kenlucky, this 30th day of tvlay, 20 13, in the 221 “ year of the
Commonwealth.

ARson Lundergan Grime
Secretary of State
Commonwealth of Kentucky
139421/0028317
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Kentucky Power Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16 (1)(b)3

Filing Requirement:

A certified copy of a certjJIcate of assumed name as recjuired by KRS 365.015 or a
statement that stick a certificate is not Itecessaty.

Response:

The legal name of Kentucky Power Company is Kentucky Power Company. Therefore,
a certificate of assumed name is not necessary.
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Kentucky Power Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16 (1)(b)4

Filing Requirement:

New and revised tarjffsheets, fapplicable, inform complying with 807 K4R 5:011 with
an efftctive date not tess than thirty (30) daysfrom the date the application isfiled.

Response:

Please see Section ifi, Exhibit I.
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Kentucky Power Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16 (1)(b)5

Filing Requirement:

New or revised tariff sheets, f applicabte, identified in compliance with 807 K4R 5:011,
shown either by:

a. Providing the present andproposed tariffi in comparative form on the same
sheet side by side or onfacing sheets side by side; or

b. Providing a copy ofthe present tariff tndtcatmgproposed additions by
italicized inserts or tinderscoring anti striking over proposed deletions;

Response:

Please see Section HI, Exhibit J.
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Kentucky Power Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16 (1)(b)6

Filing Requirement:

A statement that customer notice has been given in compliance with subsections 3) and
(4) of this section with a copy of the notice.

Response:

Customer notice has been given in compliance with 807 K4R 5:001 Section 16 (3) and
(4). Please see Section II, Exhibit 3 for the Certificate of Notice and a copy of the Notice
to the Customers ofKentucky Power company.
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Kentucky Power Company
Case No. 2013-00197

Historica’ Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16 (2)

Filing Requirement:

Notice of Intent. Utilities with gross anintat revenues greater thou $5,000,000 shalt file

wi/It the commission a written notice of intent to file a rate application at least thirty (30)

days, but not more than sixty (60) days, prior tofiling its application.

a. Notice shatt state whether the application wit! be supported by historical
or afullyforecasted test period.

b) Upon filing the itotice of intent, an application may be made to the
commission for permission to use an abbreviated form of newspaper
notice of proposed rate increases provided tire notice includes a coupon
that may be used to obtain a copy from the applicant of the full schedule
of increases or rate changes.

c. Tire applicant shalt also transmit by electronic mail a copy of the ito/ice in
a portable documentformat to the Attorney General’s Office ofRate
Intervention at rc,teilitervention(,aH. ky.gov

Response:

Attached is a copy of the Company’s Notice of Intent to File for An Adjustment in
Electric Rates as was fiLed with the Commission on May 17, 2013.

Kentucky has not made an application for permission to use an abbreviated form of
newspaper notice.

In conformity with $07 KAR 5:001, Section 16(2)(c), notice was also transmitted by
electronic mail to the Attorney General’s Office of Rate Intervention.
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STITESsJ-IARBI$ONPLLC
RECEIVED

MAY

17 2Q13
- -

PUBLIC SERVICE
COMMISSION Franlcfort, KY 40602-0834

[502J 223-3477
[502) 223-4124 Fex
WWW.stltescotri

May 17,2013

Mar1 R. Oversireet
(502)209-1219
(502) 223-4387 FAX

HAND DELIVERED moverstreet@stites.com

Jeff R. Derouen
Executive Director
Public Service Commission
21 1 Sower Boulevard
P.O. Box 615
frankfort, KY 40602-0615

RE; Notice by Kentucky Power Company Pursuant To 807 KAR 5:001, Section
16(2) Of Its Intent To File An Application Seeking A General Adjustment Of
Its Existing Rates

Dear Mr. Derouen:

Kentucky Power Company notifies the Public Service Commission of Kentucky pursuant
to 807 KAR 5:001, Section 16(2) of its intent to fife its application seeking a general adjustment
of its existing rates. The application will be supported by a historical test year using the period
ended March 31, 2013. The application will be filed no sooner than thirty days, but no later than
sixty days, from the date of this notice.

A copy of this notice is being served by mail and e-mail transmission on the Attorney
General, Office of Rate Intervention, and counsel for Kentucky industrial Utility Customers,
Inc., both as indicated below. In addition, in conformity with 807 KAR 5:001, Section 16(2)(c),
a copy of this notice in portable document format has been transmitted electronically to the
Attorney General at ov. Finally, courtesy copies also are being
provided to Messrs. Nguyen and Raff of the Commission staff.

At your earliest convenience, please assign a case number to this proceeding for future
filings.

Alexendrie, VA Atlanto, GA Frankfort, KY FranN[n, TN Jaffersonuilto, IN Lexington, KY Louisville, KY Nashville, TN
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Jeff R. Derouen
May 17,2013
Page 2

Jennifer B. Hans (jenniferJians@agky. gov)
Dennis G. Howard 11 (dennis.howard@ag.ky.gov)
Lawrence W. Cook
Jody Kyler Cohn Qjcylercolm@bkllawtirtmcorn)
Michael L. Kurtz (mkuitz@bkflawfirm.com)
Quang D. Nguyen (QangD.Nguyçn,kv.gov)
Richard G. Raff (Richard.Rafftky.g)

/

MRO
cc:
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KciitnckyPöWéi Cnmjiaiiy
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16 (3)fa)

Filing Requirement:

If the tttitity has twenty (20) orftwer customers or is a sewage utility, it shall:

1. Mail written notice to each customer no later than the date on which the application
is filed with the commission. The notice shall meet tite requirements established in
subsection (4) ofthis section;

2. Post at its place of business no later than the filed date of the application a sheet
containing the information provided in the written notice to its customers; and

3. Keep the notice posted until the commission has issued a flutat decision on tite
application.

Response:

Not applicabte.
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KtitudrPoWerCoiiipany
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
$O7KAR5:001 Section 16 (3)(b)

Filing Requirement:

Manner of notification. An applicant that has mare than twenty (20) customers and is not
a sewage utility shall post at its place of business a sheet containing the information
required by subsection (4,) ofthis section and shalt:

1. lucIaftc notice with customer bills mailed by the date the application isfiled;
2. Publish notice in a tradepublication or newsletter going to alt customers by

the date the appilattion isfiled; or
3. Publish notice once a weekfor three (3) consecutive weeks in a prominent

manner in a newspaper ofgeizerat circulation in the utility ‘c service circa,
ttte firstpublication to be made by the ctate the application isfiled.

Response:

As described in more detail in the Company’s response to the tiling requirement
established in $07 KAR 5:001, Section 16(6)(a), the Company will post the required
notice at its place of business.

Kentucky Power complied with 807 KAR 5:001, Section 16 (3)(b)(3) by delivering to
newspapers of general circulation in its service territory a copy of the Notice to the
customers of Kentucky Power Company for publication once a week for three (3)
consecutive weeks in a prominent manner, the first of said publications to be made by
the date the application is filed. (A copy of the Notice to the Customers of Kentucky
Power Gompany is submitted under Filing Requirement 807 KAR 5:001, Section 16
(1)(b)(6)).
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Case No. 2013-00197
Historical Test Period Ended lVlarch 31, 2013

Filing Requirement
807 KAR 5:001 Section 16 (4)

Filing Requirement:

Notice Requirements. Each notice shall contain the following information:
(a) The present rates and proposed rates for each customer class to which the

proposed rcttes will apply;
(b The amount of the change reqttestecl in both dollar amounts and percentage

changefor customer classjflcation to which the proposed rate change witt apply;
(c) The anwuizt of the average usage and the effect upon the average bill for

each customer class to which the proposed rate change will apply, except for beat
excha;tge companies, which shatt include the effect upon the average bitt for each
customer ctassfor the proposed rate change in basic local service;

(d) A statement that the rates contained iii this notice are the rates proposed by
(‘name of utility) btit that the Public Service Commission may order rates to be chctrged
that differfrom the proposed rates contained in this notice;

fr) A statement that a corporation, association, or person may within thirty (30,)
days after the initial publication or nuziing of notice of the proposed rate changes, submit
a written request to intervene to the Public Service Commission, 211 Sower Boulevard,
P0. Box 615, Frankfort, Kentucky 40602 that establishes the grounds for tire request
including the status and interest of the party, and states that intervention may be granted
beyond the thirty (‘3t dcty periodfor good cause shown;

69 A statement that written comments regarding the proposed rate may be
submitted to the Pttbtic Service Commission by mail or through the Public Service
Commissiort ‘s Web site;

(g) A statement that a ,erson may examine this filing anti ctny other documents
the utility has filed with tire Public Service Commission at the offices of (‘tha name of the
utility) located at (the utility ‘s address) and on tire utility’s Web site at (the utility’s Web
site address), fthe utility maintains a public Web site; and

(Jr.) A statement that this filing and any other relctted (locuments can be found
on the Public Service Commission ‘s Web site at http://psc.ky.govZ

Please refer to Section II, Exhibit B and Filing Reqifremnent $07 KAR 5:001, Section 16
(1)(b)(6) for cony of the Ccmpey’s Cc-rtificae of Notice a a copy of the Notice o
the Ct.sriemx of Xeiit&e!j’ Fowe; Coar.pco;j’ tbai cono.ptico ‘ili allj[ peabte
reqnirero of 297 KAR 5:001, Section .6(4)
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KiftiikPWêi’Cófi iih3T
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16(5)

Filing Requirement:

Proof of notice. An applicalit shalt file with the commission no later than forty-five (45)
daysfrom the ctate ofthe initialfiling:

(a) If its notice is published, an qffldavitfrom the publisher verifjiing the notice
was published, including the dates of the publication with an attached copy of the
published notice;

(‘b If its notice is published in a trade publication or newsletter going to alt
customers, an affIdavit from an authorized representative of the utility verifying the trade
publication or newsletter was mailed; or

(c) If the notice is mailed, an affidavitfrom an authorized representative of the
utility vertJj’mg the notice was mailed.

Response:

Kentucky Power Company is publishing notice and, therefore, will comply with 807
KAR 5:001, Section 16(5)(a) by providing the prescribed affidavit within forty-five (45)
days of the date of which Kentucky Power filed its application.
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KethckiPthéi Cöiñpy
----..---

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
507 KAR 5:001 Section 16(6)(a)

Filing Requirement:

A utility shall post a sampte copy of the required notflcalion at its ptace of business no
later than the date on which the application is filed and slut!! not remove the notification
tmtit issuance of a final order from the commission estabtishing the utility’s approved
rates.

Response:

Kentucky Power Company will comply with $07 KAR 5:001, Section 16 (6)(a) by
posting its Notice to the Customers of Kentucky Power company on or before June 28,
2013 at the locations shown below and said Notice will remain posted until issuance of a
final order from the Commission establishing KPCo’s approved rates.

lOlA Enterprise Drive, Frankfort, Kentucky
12333 Kevin Avenue, Ashland, Kentucky
1400 E. Main Street, liazard, Kentucky

‘ 3249 North Mayo Trail, Pikevifie, Kentucky
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16(6)(b)

Filing Requirement:

A utility that maintains a ptthltc web site slut!!, within seven (7) days of filing an

application, post a copy of the public notice as welt as a hypertink to itsfiled application on

the commission ‘s Web site and shalt not remove the notjfication until issuance of a final

orderfrom the commission estcthtishb;g the utility c approved rates.

Response:

Kentucky Power will, within two (2) business days of filing its application, post a copy

of the public notice on its website as well as a hyperlink to its filed application on the

Commission’s Web site. The Company will not remove the notice until issuance of a
final order from the Commission establishing the utility’s approved rates.
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Kèntud7PèrOñipiny
-

Case No. 20 13-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16(7)

Requirement:

Abbreviated form of notice. Upon written request, the commission may grant a tttitity
permission to use an abbreviatedform ofpublished notice of the proposed rates, provided

the iwtice includes a coupon that may be used to obtain tilt of the required information.

Response:

Not applicable.
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ckyPoweiCoiiipany
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filiuig Requirement
507 KAR 5:00 1 Section 16 (8)

Filing Requirement:

Notice ofhearing scheduled by the commission upon application by ci utility for a general

adjustment in rates shalt be advertised by the utility by newspaper publication in the areas
that will be tffectcd in compliance with KR$ 424.300.

Response:

Kentucky Power wilt comply with 807 KAR 5:001, Section 16 (8) by publishing the
Notice of Hearing in the newspapers in the Company’s service territory. The
Company’s advertisement of the Notice of Hearing will comply with KRS 424.300.
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KeiituikPöW&Ciiihp -

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

filing Requirement
807 KAR 5:001 Section 16(9)(a)

Filing Requirement:

A complete description and quantjfied explanation for all proposed adjustments, with
proper supportfor any proposed changes in price or activity levels, fapplicable, and other
factors that may affect the ac/fustment.

Response:

The complete descriptions and quantified explanations for all proposed adjustments,
with proper support for any proposed changes in price or activity levels, and any other
factors, are provided in Section V, Schedules 1-19 and Workpaper S-4, pages 1 through
68 as well as the testimony and exhibits of the Coinpany’s witnesses.
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ttiutiy rower otnptuy

Case No. 2013OO 197
Historical Test Period Ended March 31, 2013

filhiig Requirement
$07 KAR 5:00 1 Section 16(9)(b)

Fiin Requirement:

If the utility has gross annual revenues greater than $5,000,000, the prepared testimony of
ectd witness the utility proposes to use to support its application.

Response:

Please refer to the testimony and exhibits of the following persons:

• Gregory G. Pauley
o William E. Avera

Jeffrey B. Bartsch
• Douglas R. Buck
• Andrew R. Carlin
o David A. Davis
o Hugh E. McCoy
• John M. MeManus
o Thomas E, Mitchell
o Lita P. Munsey
o Marc D. Reitter
• Jason M. Stegall
o Alex E. Vaughan
o Ranie K. Wohuhas
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KekyPowerCornpany

______

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requiremeut
807 KAR 5:001 Section 16(9)(c)

Filing Requirement:

If the utility has gross annual revenues tess titan $5,000,000, the prepared testinwny of
each witness the utility proposes to use to support its application or a statement that the
utility does notplan to submit aizy prepared testimony.

Response:

Not applicable.
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16(9)(d)

Filing Requirement:

A statement estimating the effect that each new rate wilt have upon the revenues of the
utility including, at minimum, the total amount of reven ties resultingfrom the increase or
decrease mct the percentage ofthe increase or decrease

Response:

Including the proposed transmission adjustment, the proposed rates (excluding
miscellaneous charges) will increase Kentucky Power Company’s annual electric
revenues approximately $113,998,826, or approximately 23.39%, resulting in the
Company’s total annual electric revenues of $610,582,495.

Without the proposed transmission adjustment, the proposed rates (excluding
miscellaneous charges) will increase Kentucky Power Company’s annual electric
revenues by $117,789,745, or approximately 24.17%, resulting in the Company’s total
annual electric revenues of $614,373,414.
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.
Case No. 2013-00197

HistoricaL Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16(9)(e)

Filing Requirement:

If tite utility provides electric, gas, u’atei or sewer service, the effect upon the average bill
for each customer classjfication to which the proposed rate citange wilt apply.

Response:

The chart below shows the effect upon the average bill for each customer classification
to which the proposed rate change will apply. Also, please see Section II, the
Company’s Application.

With Transmission Adjustment Without Transmission
Adjustment

Average
Average

Present Proposed Average Average Proposed Average AverageCustomer Customer
Customer Average Average Billing Percent Average Billing PercentClass Demand . . .

IQNH 3111mg Billing Change Change Billing Change Change

RS 1,374 N/A $119.69 $156.93 $37.24 31.12% $155.48 $35.80 29.91%
SGS 479 N/A $56.46 $65.35 $8.89 15.75% $67.09 $10.64 18.84%
MGS 5,992 26 $587.65 $683.74 $96.09 16.35% $706.12 $118.47 20.16%
LGS 69,225 223 $5,847.82 $6,869.40 $1,021.58 17.47% $7,049.74 $1,201.92 20.55%
MW 28,552 N/A $2,311.22 $2,578.30 $267.08 11.56% $2,708.78 $397.56 17.20%
QP 775,976 2,048 $48,710.49 $57,688.75 $8,978.26 18.43% $58,723.54 $10,013.04 20.56%
C.I.P.-T.0.D. 12,037,336 20,753 $588,496.45 $699,516.63 111,020.19 18.87% $704,602.13 $116,105.68 19.73%

CS. - ER P.
Ccistom

N/A N/A N/A N/A N/A N/A N/A N/A

01. 78 N/A $12.92 $15.90 $2.98 23.04% $15.94 $3.02 23.36%
SC 11,957 N/A $1,755.80 $2,043.57 $287.77 16.39% $2,054.93 $299.12 17.04%

CATV2 User
18,486

N/A $133,284.06 $0.00 $0.00 0.00% $0.00 $0.00 0.00%Attachment

CATV 3 User
90,971

N/A $406,640.37 $0.00 $0.00 0.00% $0.00 $0.00 0.00%Attachments
COGEN/SSP

No Customers N/A N/A N/A N/A N/A N/A N/A N/A

COGEN/SPP
NoCsomers N/A[ N/A N/A N/A N/A N/A N/A[ N/A
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ientucty rower company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16(9)(f)

Filing Requirement:

If the utility is an incumbent tocut exchange company, the effect upon the average bittfor
each cttstomer classfor the proposect rctte change iii basic local service.

Response:

Not applicable.
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16(9)(g)

Filingicg uirement:

A detailed analysis of customers’ bills whereby revenues from the present and proposed
rates can be readily determinedfor each customer class;

Response:

Please see the billing analysis as filed in Section III, Exhibit K.

Following is a chart showing revenues from the present and proposed rates for each
customer class.

With Transmission Adjustment Without Transmission Adjustment

Customer Current Proposed Proposed Percent Proposed Proposed Percent

Classification Revenue Revenue Increase Change Revenue Increase Change

RS $201,020,022 $263,573,845 $62,553,823 3112% $261,146,431 $60,126,409 29.91%

SGS $16,112,073 $18,649,229 $2,537,156 15.75% $19,147,535 $3,035,462 1884%

MS $51,869,508 $60,350,546 $8,481,038 16.35% $62,325,971 $10,456,463 20.16%

LGS $60,560,038 $71,139,504 $10,579,466 17,47% $73,007,086 $12,447,048 20.55%

MW $307,392 $342,913 $35,521 11.56% $360,268 $52,876 17.20%

QP $42,962,656 $50,881,479 $7,918,823 18.43% $51,794,158 $8,831,502 20.56%

C.I.P.—T.O.D. $105,929,360 $125,912,994 $19,983,634 18.87% $126,828,383 $20,899,023 19.73%

C.S.—l.R.P. N/A N/A N/A N/A N/A N/A N/A

OL $7,418,693 $9,127,775 $1,709,082 23.04% $9,151,468 $1,732,775 23.36%

Sc $1,222,039 $1,422,325 $200,287 16.39% $1,430,229 $208,190 17.04%

CATV 2 User $133,284 $133,224 $0 0.00% $133,224 $0 0.00%

CATV 3 User $406,640 $406,640 $0 0.00% $406,640 $0 0.00%

COGEN/SSP I N/A N/A N/A N/A N/A N/A N/A

COGEN/SPPII N/A N/A N/A N/A N/A N/A N/A
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KlitiiU1’oWer Company
Case No. 2013-00197

historical Test Period Ended March 31, 2013

Filing Requirement
807KAR5:001 Section 16(9)(h)

Filiflg Reguirement:

A summary of the utility’s determination of its revenue requirements based on return on
net investment rate base, return on capitalization, interest coverage, debt service coverage,
or operfthng ratio, with supporting schetutes.

Response:

Please see Section V. Also, please see the testimony of Company Witness Wohnhas.
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16(9)(i)

Filii Requirement:

A reconciliation of the rate base and capital used to determine its revenue requirement.

Response:

It is Kentucky Power Company’s understanding that the KPSC authorizes utilities
operating under its jurisdiction a return on capitalization. Capitalization is a readily
determinable number which is audited by the Company’s outside independent auditors.
Theoretically, the only difference between capitalization and net investment rate base is
a company’s cash working capital. One primary benefit of authorizing a company a
return on capitalization is that it reduces the need and cost of a consultant to perform a
study and testify in the case as to the appropriate level of cash working capital. The
appropriate level of cash working capital is a number that is difficult to determine.

Please see the attached page for reconciliation of the rate base and capital used to
determine Kentucky Power’s revenue requirement.
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807KAR5:Q01, Section 16 (9)(i)

KENTUCKY POWER COMPANY

Line
No. Description

I Totai KPSC Jurisdiction Rate Base $ 1,526,988,627
(Section V, Schedule 1, line 15)

2 Cash $ 1,100,170
3 Accounts Receivable Net 21,404,679
4 Other Property and Investments 5,295,161
5 Allowance Inventory 9,500,274
6 Accrued Utility Revenues 1,794,374
7 Energy Trading Contracts 14,580,066
8 Other Current Assets 1,741,273
9 Unamortized Loss Reacquired Debt 661,755

10 Property Taxes 7,509,974
11 Other Deferred Debits 269,591,237

12 Accounts Payable (40,324,193)
13 Taxes Accrued (7,926,267)
14 Interest Accrued (5,273,482)
15 Obligations Under Capital Leases (3,317,355)
16 Accumulated Provisions - Misc. (36,818,395)
15 Other Current and Accrued Liabilities (38,165,982)
16 Regulatory Liabilities (5,368,521)
17 Other Deferred Credits (145,506,672) 50,478,096

18 KPSC Jurisdiction Cash Working Capital 55,912,969
(Section V, Schedule 4, line 21)

19 Difference * (49,199,258)

20 Total KPSC Jurisdiction Capitalization $ I ,584,1$0,434
(Section \f, Schedule 1, line 17)

Lines 2 through 17 are Total Company amounts, Lines I and 20 are KPSC
junsdction amounts.
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i’xutuuiy ruvvr I.urnjnury

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR :001 Section 16(9)j)

Filing Requirement:

A current chart of accounts if more detailed than the Unjforrn System of Accounts
prescribed by the Gommission.

Response:

Please see Section II, Exhibit C.



KPSC Case No. 201 3-00197
Section Il-Application
Filing Requirements
Page 46 of 78

KéitckPipañ
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
507 KAR 5:001 Section 16(9)(k)

Fi]ing Reciuirement:

The independent auditor’s annual opinion report, with written communication from the
independent auditor to the utility, f applicable, which indicates the existence of a material
weakness in the utility’s internat controls.

Response:

A copy of the independent auditor’s annual opinion report is attached. The report
indicates that there were no material weakness.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholder of

-.

....---..-..-

___

We have audited the accompanying financial statements of Kentucky Power Company (the “Company”), which

comprise the balance sheets as of December 31, 2012 and 2011, and the related statements of income,

comprehensive income (toss), changes in common shareholder’s equity, and cash flows for each of the three years hi

the period ended December 31, 2012, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with

accounting principles generally accepted in the United States of America; this includes the design, implementation,

and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are

free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits We conducted our

audits in accordance with auditing standards generally accepted in the United States of America. Those standards

require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are

free from materiaL misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial

statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of

material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,. the auditor considers internal control relevant to the Company’s preparation and fair presentation of the financial

statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we express no such

opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of

significant accounting estimates made by management, as well as evaluating the overall presentation of the financial

statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position

of Kentucky Power Company as of December 31, 2012 and 2011, and the results of its operations and its cash flows

for each of the three years in the period ended December 31, 2012 in accordance with accounting principles

generally accepted in the United States of America.

b
Columbus, Ohio
February 26,2013

2
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KëiIfidiPWërCoiñpaii7
Case No. 2013-00 197

Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16(9)(l)

Filing Req ufrement:

The most recent Federat Energy Regukttoiy commission or Federat communication
Commission audit reports.

Please see Section II, Exhibit ft
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.
Kentucky Power Company

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16(9)(m)

Filing Requirement:

The most recent federal Energy Regtdatoiy commission form 1 (‘etectric), federal
Energy Regulatory Cominissioiv form 2 (gas), or Public Service commission form T
(tetephone).

Response:

Please see Section II, Exhibit E for a copy of Kentucky Power Company’s most recent
FERC Form 1 for year ended December 31, 2012.
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Kentucky Power Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807KAR5:001 Section 16(9)(n)

Filing Requirement:

A stimmajy of the utility’s latest depreciation study ivith schectutes by major plant
accounts, except that tetecommuniccttions utilities that have adopted the commission’s
average depreciation rates shatt provide a schedule that identifies the current anti test
period depreciation rates used by major plant accounts. If the required information has
beenfiled iii another commission case a reference to that case’s number wilt be sifficient.

Response:

A summary of the Company’s most recent depreciation study, along with a copy of the
study itself, is contained in the testimony and exhibits of Company Witness Davis.
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Kentnclqr Power Company -

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16(9)(o)

Filing Requirement:

A list of alt conunerciatlp available or in-house developed computer software, programs,
and models used in the development of the schedules and workpapers associated with the
filing of the utility’s application. This list shctll inchtde each software, program, or model;
what the software, program, or model was itsedfor, identjfy the supplier of each software,
program, or model, a brief description of the software, program, oi model; the
specjficationsfor the computer hardware and the operating system reqtdred to run.

Response:

• PowerPlant software was used to perform certain tax calculations and perfortu the
book depreciation studies of transmission; distribution and general plant were
prepared using Version 9.0 of PowerPlant software. The software is the property of
PowerPlan Consultants, Inc. of Atlanta, Georgia. AEP has a license with PowerPlan
Consultants, Inc. to use the software. The computer operating system is Windows
XP. The computer must have, at a minimum, 2.0 Gllz PC with 1 GB of memory.
The database is Oracle 10.2.0.4 and the database resides on UNIX AIX box.

• Microsoft Excel. These applications were used to prepare spreadsheet documents
utilized in this proceeding. The program was run on a laptop with 1 GB of RAM,
and it is also run on desktops with 1 GB of RAM. The computer operating system is
Microsoft Wiiidows XP.

Microsoft Word. These applications were the word processors used to prepare the
majority of this proceeding. The program was run on a laptop with 1 GB of RAM,
and it is also run on dcsktops with 1 GB of RAM. The computer operating system
is Microsoft Windows XP.

PeopleSoft General Ledger software is a vendor product from Oracle Corporation,
Redwood Shores, California. Kentucky Power is using version 9.0 of this software.
The software is owned by the Oracle corporation, but AEP has purchased our
version of the application, with any “vendor support” being provided by Rimini
Street, a 3rd party vendor support company. The software runs off a UNIX AIX
server, using an Oracle 11.2 database. The computer workstations that access this
application run on either a WindoTris X7 or Wh!dowo 7 operaui: g o -3tenuu, and
rouire a m oiii GB ot’aiecnor’ and! 173 GIa pro

o Te UlPiannen’ Customer Revenue module wao used to periorm detailed rate design
and ansuiysis using customer buffing data. he comnter workstations that access
this •!ication wm on either a Whidows- LP or Windows 7 oun attain zys in9 audi
require a minimum of t G1i of memory and! 1.7 Gkfa pro essan.
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i.entuuy rower iom[iany
Case No. 2013-00197

Historical Test Period Ended March 31, 2013 V

Filing Requirement
$07 KAR 5:001 Section l6(9)(p)

Filing Requirement:

Prospectitses ofthe most recent stocI or bond offerings.

Response:

Please see Exhibit F, pages 1 through 52 for the prospectus of the $325,000,000 of
Senior Notes issued on September 11, 2007 by Kentucky Power Company.

In addition, on June 18, 2009, Kentucky Power Company issued $130,000,000 of
unsecured Senior Notes. The Notes were issued as private placement securities;
therefore, no prospectus supplement was created. The Notes were issued as three
separate series:

$40,000,000 7.25% Senior Notes, Series A, due June 18, 2021
$30,000,000 8.03% Senior Notes, Series B, due June 18, 2029
$60,000,000 8.13% Senior Notes, Series C, due June 18, 2039

A copy of the form of the note purchase agreement is attached as pages 53 through 113
of Exhibit F.
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR :001 Section 16(9)(q)

Filing Requirement:

Ann ual report to shareholders, or members, and statistical supplements covering the two
(2) most recent yearsfrom the utility’s appticationfiling date.

Response:

Please see Section II, Exhibit U for a copy of Kentucky Power’s annual reports to the
Board of Directors and Shareholder for the years ended December 2011 and 2012,
respectively. Please atso see the Company’s response to the filing requirement
established in 807 KAR 5:001, Section 16 (9)(s)
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Kentucky Power Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16(9)(r)

Fiiing Requirement:

The monthly managerial reports providing financial results of operations for the twelve
(12) months in the test period.

Response:

The Company’s monthly financial reports for the months of April 2012 through March

2013 are attached as Section II, Exhibit G.
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Kentucky Power Company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16(9)(s)

Filing Requirement:

A copy of the utility’s ann tial report on form 10—K as filed with the Securities and
Exchange Goinmission Jr the most recent two (‘2) years, ant form 8-K issued during the
past two (2) years, fund form 10-Q issued during the past sLt (6) quarters updated as
current hufornwtion becomes available.

Response:

The Company’s most recent two years’ annual reports to the Board of Directors and
Shareholder are being provided as Exhibit H, pages 1 through 123. The past six
quarterly reports are also within Section II, Exhibit H, as pages 124 through 302.

Reports within Exhibit II:

Kentucky Power Company 2011 Annual Report
Kentucky Power Company 2012 Annual Report

Kentucky Power Company 2011 Q2 Quarterly
Kentucky Power Company 2011 Q3 Quarterly
Kentucky Power company 2012 Qi Qttartcrly
KentutcAy Power Company 2012 Q2 Quarterly
Kentuelcy Power Company 2012 Q3 Quarterly
Kentucky Power Gompany 2013 Qi Quarterly

Please note that Kentucky Power Company is no longer a registrant with the Securities
and Exchange Commission and has not filed Forms 10-K, 10-Q, or 8-K since 2007.
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_

Case No. 2013-00197
historical lest Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:00 1 Section 16(9)(t)

Filing Requirement:

If tite utility had amounts charged or allocated to it by an affiliate or generctl or home

office or paid any monies to an affiliate or generfit or home office during the test period or

during the previous three (3) cateitdar years, the utility shattfile:

1. A detailed descrlption of the method and amounts allocated or cli urged to the

utility by the affiliate or general or home office for each charge allocation or

payment
2. An explanation ofhow the allocatorfor tite testperiod was determined; ctnd

3. Altfacts retied upon, including other regulatory approval, to demonstrate that

each amount charged, atlocated or paid during the testperiod was reasonable.

Response:

Please see the attached two pages.
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Kentucky Power Company Schedule 16(9)(t)
.fge

Summary of Services Provided by Activity

12 Months Ended 12 Months Ended 12 Months Ended 12 Months Ended
Activitylservice Provided: March 31, 2013 December31, 2012 December 31, 201f December31, 2010
Design & Construct New Generating Facilities S 20,967 $ 22,656 $ 77,263 $ 201,756
Develop & Market Services for Unregulated Markets 61,602 117,345 172,081 114,335
Develop Distribution System Plan 448,582 435658 545,383 570956
Develop Regulated Business 68,740 58,137 54,085 62,791
Develop Transmission System Plan 47,913 44,954 41,698 64,297
Develop Wholesale Business 87,801 251,073 442,738 433,476
Develop/Deptoy Info/Communication Systems 1,055,152 311,477 325,605 311638
Engineer, Design & Construct Distribution Facilities 33,668 35,896 103,038 58,846
Engineer, Design &ConstructTransmission Facilities 156,968 147,303 184,022 180,854
Ethics & Compliance Investigations 94 88 674 260
Maintain Plant 495601 483,495 591,236 690,691
Manage & Operate Fossil & Hydro Generating Assets 1,094,665 1,076,392 737,553 720,667
Manage & Support Human Resources 1,227,093 1,226,947 992632 1,235,728
Manage Accounting & Finance 1,919,906 1,936,829 1,555,407 5,279,944
Manage Corporate Relations & Governance 2,691,960 2,254,674 2,116,406 2,353,244
Manage Environmental Compliance 419,906 396,702 441,418 360,389
Manage NERC Compliance and Auditing 6,281 5,293 182
Manage Plant Safety& Compliance 104 104
Manage Supply Chain 124,655 159,695 169,061 177,524
Operate & Maintain Distribution Facilities 498,595 535,566 552,116 624,328
Operate & Maintain Transmission Facilities 1,368,712 1,296,084 1,258,618 1,315,104
Operate Power Plants 166,998 160,424 269,959 322,860
Plan & Improve the Business 2,579,104 2,342,977 2,637,888 2652,960
Plan Energy Generation 140,378 141,222 190,608 162,351
Procure, Produce & Deliver Fuel 6,404 7,073 10,756 21,289
Provide Corporate Support 928,340 841,754 1,130,612 1,156,371
Provide Internal Customer Service 991,550 963,675 1,093,704 1,002,406
Provide Retail and Wholesale Customer Service 3,595,703 3,739,620 4,385,311 3,921,139
Overhead Loading 465,950 535,722 171,263 708,994
Provide Shared Services 2,284,310 3,322,676 3,304,392 3,690,808

Grand Total $ 22,977,706 $ 22,871,510 $ 23,555,732 $ 28,396,004

American Electric Power Service Corporation (AEPSC) is a wholly owned subsidiary of AEP and is the Centralized Service Company for the AEP
System. AEPSC’s activities are authorized by the FERC under the Public Utilities Holding Company Act of 2005. AEPSC performs, at cost, various
corporate support services for subsidiaries of AEP, including Kentucky Power.

AEPSC transactions are accounted for through a work order system as required by the FERC. Expenditures for support services are accumulated in
work orders and are billed to the company or companies benefiting from the service. Accounting within each work order is in accordance with the
FERC Uniform System of Accounts. The costs for services benefiting only one company ate directly assigned and are billed 100% to that company.
Where services benefit more than one company, the costs for those services are allocated to the benefiting companies using an approved allocation
factor. The allocation factor for any given allocation of costs is selected for use because it best reflects the cost driver associated with the service
provided.

The FERC monitors the factors used for allocations, through required annual reporting, and can audit the validity of each factor. All services are
billed at cost, with no profit charged, as required by the FERC’s “at cost” rules.

Further information on the allocation of costs by AEPSC can be found in the Cost Allocation Manual, as flIed in Case No. 2013-00197, Section II,
Exhibit A.
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Kentucky Power Company Schedule 16(9)(t)
AmountsChargedtokentuckyPowerbyAffihiatesOtherthanAEpSc — --

- _gf?

Affiliate
12 Months Ended

March 31, 2013
12 Months Ended 12 Months Ended 12 Months Ended

December 31, 2012 December 31,2011 December 31,2010

Kentucky Power has a variety of transactions with affiliates on a normal basis. Transactions with affiliates generally fall into two
categories. The first category, service payments, is a billing made when an affiliate provides a service to Kentucky Power, such as
Appalachian Power providing assistance in distribution maintenance, or other affiliates providing assistance during storm recovery efforts.
The second category, convenience payments, occurs when an affiliate company receives an invoice and the cost of that invoice should
be borne by multiple AEP companies. For example, a legal invoice for a system-wide issue may be paid by one affiliate company, and
that company then bills the other affiliates who benefit from the service.

$Appalachian Power Company
AEP Texas Central Company
AEP Texas North Company
Indiana Michigan Power Company
Kings port Power Company
Ohio Power Company
Public Service Company of Oklahoma
Southwestern Electric Power Company
Wheeling Power Company
Other

Total Amount Charged to KYP

464,282 $
10,245
6,256

35,066
610

268,948
41,261

164,380
221

1.038

581,819 $
9,974
4,300

266,070
8,608

540,565
46,552

168,093
15,015

983

716,853 $
2,305
5,930

14,657
2,874

413,109
(36,114)
114,798

6,255

457893
9,561
5,253

69,649
1,007

616,950
26,163
29,303

3
(1)

$ 992,307 $ 1,641,978 $ 1,240,666 $ 1,215,782

Charges from affiliates are accumulated using a work order system. All affiliate services and convenience payments are billed to
Kentucky Power at cost, per FERC affiliate requirements.
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Case No. 2013OO197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 16(9)(u)

Filing Requirement:

If the utility provides gas, electric or water utility service and has annual gross revenues
greater thaiz $5,000,000, a cost ofservice study based on a methodology generally accepted
within the industry and based on current and reliable datafrom a single time period.

Response:

Please see the testimony of Company Witness Stegall for the cost of service study based
upon a generally accepted methodology.
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ICñftikyPirCompany - -

Case No. 201300197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Section 1t(9)(v)

Filing Requirement:

Incwnbent tocat exchange carriers with fewer than 50,000 access lines shall not be
required to file cost of service stufties, except as specjficatty cttrecteft by the commission.
Locat exchange carriers with more than 50,000 access lines shaltfile:

1. A jurisdictionat separations study consistent with 74, c.ER. Part 36;and
2. Service specjfIc cost studies to support tite pricing of ttt services that generate

annual revenue greater than $1,000,000, except local exchange access:
a. Based on current and reliable datafrom a single time period; and
b. Using generally recognizectftdty allocated, embectded, or increment cost

principals.

Response:

Not applicable.
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-KentuckyPower Company-
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:001 Sectio;i 16 (10)

Fi1in Requirement:

Upoit good cause shown, a utility may request pro forma adjustments for known and
measurable changes to ensure faii just and reasonable rates based on the historical test
period. The following information shalt be filed with each application requesting pro
formct adjustments or a statement explaining why the required information does not exist
and is not applicable to the utility’s application:

(a,) A detailed income statement and balance sheet reflecting the impact of all
proposed adjustments;

‘b The most recent capital construction budget containing at least the period of
time as proposedfor any proforma adjustmentforplant additions;

(c) For each proposed pro forma adjustment reflecting plant additions provide the
following information:

1. The starting date ofthe construction ofeach major component ofptant;
2. The proposed in-service date;
3. The total estimated cost ofconstruction at completion;
4. The amount contained in construction work in progress at the end of the

testperiod;
5. A schedule containing a complete description of actual plant retirements

atid anticipated plant retirements related to the pro forma plant
additions including the actual or anticipated date ofretirement,

6. The original cost, cost of removal and salvage for each component of
plamit to be retired during tite period of the proposed pro forma
adjust.mentfor plant additions;

7. An explanation of any djfferences in the amounts contained in the
capital construction budget and the amounts of capital construction cost
contained in the proforma adjustment period; and

8. The impact on depreciation expense of alt proposed Pr0 farina
crdjustmentsforploizi additions and retirements.

(d) The operating hndget for each amoeth of the period encoinpassini the era
fo;’na dents;

(e) I he number oj customers to be added to the rest perwt — end levet q.y ctswmerc
and the related reveiwe req cements impact for till pro forme: ad!ststents with. cmtipiete
cPrails ad snpparthzg wash papers.
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Kentucky Power Company
Case No. 2013-00197

Historical Test Period End&t March 31, 2013

Filing Requirement
807 KAR 5:001 Section 16 (10), continued

Response:

(a) Please see, Section IV, pages 3, 4, and 7 of this filing.

(b) The only pro forina adjustment regarding a plant addition proposed by
the Company is the adjustment to transfer an undivided 50% interest in the Mitchell
Generating Station to Kentucky Power. (The Company is seeking approval from the
Commission, in Case No. 2012-00578, to transfer the 50% interest in the Mitchell plant
on December 31, 2013.) Because the Mitchell Generating Station is already constructed
and operating, the Company used data from a historic test year ending March 31, 2013
to develop the amount of the pro forma adjustment. The deve]opment of the amount of
the adjustment for the addition of 50% of the Mitchell plant is described in the
testimonies and exhibits of Company Witnesses Bartsch, Mitchell, and Vaughan. The
capital construction budget for the Company as a whole is attached and labeled as 807
KAR 5:001, Section 16(10)(b).

(c) 1. There is no construction associated with the pro for ma adjustment. As
described above, the proposed transfer of the 50% interest in the Mitchell plant to the
Company is to occur on December 31, 2013.

2. The Mitchell Plant has been in service since 1971; the proposed transfer
of the 50% interest in the Mitchell plant to the Company is to occur on December 31,
2013.

3. The Construction of the Mitchell Plant is complete. Based on test year
data, the Company adjusted rate base in the amount of $537,878,563 for the transfer of
the 50% interest in the Mitchell plant.

4, Construction-work-in-progress at the Mitchell Plant at the end of the test
year ending March 31, 2013, and included in the adjustment, was $39,608,973.

5. The historical test year data used by the Company to develop the amount
of the pro fortna adjustment for the Mitchell plant included the retirements shown on
the attached schedule and labeled as 807 KAR 5:001, Section 16(10)(c)5. The values
shown on the schedule are for 100% of Mitchell plant, the Kentucky Retail
jurisdictional amount of Kentucky Power’s 50% share of the Mitchell plant was used to
develop the adjustment amount.

6. As discussed above, the Company used historkal test year data to develop
the amouiit of the pro forma adjustment. As such, no future retirement costs are
associated with the pro forrac adjustment.

7. The cidition oi the Mitchelii Plant is c sided tO be an asset transcec,
not a caflital eO’nou xiget: desa.

8. Based on test yea: data, the depreciatic 2. expense included in the
adjment thr the addition ot? 5G%. o’ the ?ditthell plant was $32,967,772.
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KëIüëkP’ëi
Case No 2013-00197

Historical Test Period Ended March 31, 2013

(d) Based on test year data, The Company made an adjustment of
$38,356,274 for operatiug and maintenance expense related to the addition of the
Mitchell plant. The operating budget for the Company as a whole is attached and
labeled as 807 KAR 5:001, Section 16(10)(d).

(e) The number of customers to be added to the test period - end level of
customers and the related revenue requirement impact for all pro-forina adjustments
with completed detaiLs and supporting workpapers is attached, labeled as 807 KAR
5:001, Section 16 (10)(e).
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Kentucky Power Company
Case No. 2013-00197

--—-—--—Historical-Test-Period Ended-March 31-201-3--—--—

Filing 1.equirement
$07 KAR 5:001 Section 16(10)b

2014 2015 2016
Construction Expenditures by Function ($000’s)

Production S 67,107 $ 66,049 $ 27,441
Transmission 5 19,403 S 46,174 $ 16,515
Disthbution $ 39,603 $ 37,374 S 36,480
General / Intangible Plant $ 1,903 $ 1,874 $ 2,033

$ 128,017 $ 151,471 5 82,469
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Kenncky Power Company
Case No. 2013-00197

historical-Test Period-Ended March312013

Fifing Requirement
807 KAR 5:001 Section 16(10)d

Operation & Maintenance Expense (*$000)s

Month 2014 2015 2016
January $ 11,282.59 $ 11,842.04 $ 12,490.41
February $ 11,244.64 $ 11,78831 $ 12,434.17
March $ 11,291.94 $ 11,851.54 S 12,500.44
April $ 11,285.90 $ 11,838.50 $ 12,486.69
May $ 11,304.35 $ 11,863.98 $ 12,513.56
June $ 11,312.58 $ 12,107.57 $ 12,770.49
July $ 11,450.88 $ 12,216.54 $ 12,885.43
August $ 11,459.53 $ 12,218.65 $ 12,887.65
September $ 11,447.41 $ 12,192.87 $ 12,860.46
October $ 11,473.26 $ 12,220.00 $ 12,889.07
November $ 11,460.71 $ 12,194.04 $ 12,861.69
December S 11,484.82 $ 12.220.75 $ 12,889.87

$ 136,498.60 $ 144,555.21 $ 152,469.93



. .
Kentucky Power Company

Case No. 2013-00197

Fllstorical Test Period Ended March 31, 2013

Fflthg Requirement

807 KAR 5:001 Section 16f10)e

Test Year Test Year Test Year Change in Test Year Revenues Due to Change
Number Average Customer Calendar Year in Number of Customers

Ln Customer of Customer Average
No. Class Customers Usage kWh Cost 2013 2014 2015 2013 Qi
(1) (2) t3) (4) (5) (6) (7) (8) (9) (10) (11)

1 Residential 140,776 16,585 0.0911 140,276 139,865 139,663 ($755,447) ($1,376,424) f$1,81,624)

2 Commercial 30,100 45,477 0.0927 30,339 30,530 30,786 $1,007,557 $1,812,759 $2,891,982

3 Industrial 1,361 2,193,744 0.0543 1,384 1,378 1,373 $2,739,767 $2,025,045 $1,429,444

4 Other 397 26,613 0.1453 414 415 417 $65,737 $69,604 $77,337

5 Total 172,634 172,413 172,188 172,239 $3,057,613 $2,530,983 $2,17,139
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American EIecñc Power OPERATING REVENUES, KILOWAfl HOUR SALES, CUSTOMER REAUZAT[ON(CENTS PER KWH), AVG REV AND KWH USE Prepared: 04/08/2013 07:15:11 AM

r’-i:’I0 <ER’TIJC POWER COMPANY 12 MONTHS BILLED AND ACCRUED - MCSROI94 - FLNAL P399 1 of 1

Match 2013 9.30

FERC OPERATING REVENUE ACCOUNTS OPERATING REVENUES KILOWATT-HOUR SALES CUSTOMERS CENTS PER KWH
ACCT NO. THISYR LABTYR I%CHNG THISYR I LASTYR I%CHNG THISYR I LASTYR 2013 2012

SALES OF ELECTRICITY

RESIDENTIAL
4400 002 WITHOUTSPAOE HEATING 38223,632,46 70,102,970.58 2.68- 734,314,353 711,821,359 3.16 55,171 56,022 9.29 9.85

4400 001 WITH SPACE HEATING 144,417,341.24 144,107,422.77 0.22 1,600,503,902 1,508,230,766 6.12 85,604 65,459 9.02 9.53

TOTAL RESIDENTIAL 212,641,023.70 214,210,393.35 0.73- 2,334.820,555 2,220,052,155 5.77 140,775 141,611 9.11 9.65
0.00 0.00

COMMERCIAL
4420 001 OTHER THAN PUBLIC AUTHORITIES 92,818,619.59 95,663,917.27 4.16- 993,721,297 950,873,036 1.31 26,450 26,358 9.32 ass

4420 006 PUBLICAUTHS-SCHOOLS 15,799,448.27 17,908,052.03 6.19- 151,357,273 183,106,772 0,96- 743 756 926 9.78

4420 007 PUBLIC AUTHS-OTHER THAN SCHOOL 17,490,374.47 18,211,266.05 3.96- 193,770,251 190,722,916 1.50 2,878 2,663 9.03 9.65

TOTAL COMMERCIAL 126,908,442.33 132,783,24535 4.42- 1,368,845,821 1,354,702,724 1.04 30,100 29.977 9.27 9.80
0.00 0.00

INDUSTRIAL

4420 002 EXCLUDING MINE POWER 110,864,511.93 126,750,847.11 12.52- 2,269,121640 2,295,748,322 1.60- 952 958 4.91 5.52

4420 004 MINE POWER 51,375,545.06 67,914,132.25 24,35- 726,563,741 941,309,005 22.81- 409 439 7.07 7.21

4420 005 ASSOCIATED COMPANIES 0.00 0.00 100.00 0 0 100.00 0 0 0,00 0.00

TOTALINOUSTRIAL 152,281,056.99 194,654,979.36 16.65- 2,985,685,381 3,237,057,327 7.77- 1,961 1,396 5.43 6.01

COMMERCIALAND INDUSTRIAL 289,169,499.32 327,448,224.71 11.59- 4,354,534,202 4,691,760,051 5.17- 31,461 31,373 6.64 7.13

?UBUC STREET & HIGHWAY LIGHT
4440 000 PUBLIC STREET & HIGHWAY LIGHT 1,535,552.69 1,645,21 1.10 6.67- 10,565,369 10,752,933 1.74- 397 411 14.53 15.30

TOTAL PUBLIC SWEET & HIGHWAY 1,535,552.69 164521 1.10 6,67- 1 0,365,369 10,752,933 1.74- 397 411 14.53 15.30

0.00 0,00

OTHER SALES TO PUBLIC AUTHS

4450 001 PUSLIC SCHOOLS 0.00 0.00 100.00 0 0 100.00 0 0 0.00 0.00

4450 002 OTHER THAN PUBLIC SCHOOLS 0.00 0.00 100.00 0 0 100.00 0 0 0.00 0.00

TOTAL OTHER SALES TO PUBLIC Al 0.00 0.00 100.00 0 0 100.00 0 0 0.00 0.00

ULTIMATE CUSTOMERS 503,346,075.71 543,303,829.16 7.35- 6,699,920,126 6,822,585,139 7_so- 172,634 173,296 7.51 7.96

SALES FOR RESALE

44-70 XXX OTHER ELEC UTILS 0.00 0.00 100.00 0 0 100.00 0 0 0.00 0.00

TOTAL SALES FOR RESALE 0.00 0.00 100.00 0 0 100.00 0 0
0.00 0.00

TOTAL SALES OF ELECTRICITY 503,346,075.71 543,303,829.16 7.35- 6,699,920,128 6,822,565,139 1.80- 172.634 173,295 7.57 7.96

PROVISION FOR REFUND
PROVISION FOR REFUND

4491 PROVISION FOR REVENUE REFUND 0.00 0.00 100.00 0 0 100.00 0 0 0.00 0.00

TOTAL PROVISION FOR REFUND 0.00 0.00 100.00 0 0 WOOD 0 0
0.00 3.00

TOTAL PROVISION FOR REFUND 0.00 0.00 100.00 0 0 100.00 0 0 0,00 0.00

OTHER OPERATING REVENUES
OPERATING REVENUE

4500 FDRFEITED DISCOUNTS 3,262,936,47 2,467,170.61 32.25 0 0 100.00 0 0 0.00 0.00

4510 MISCELLANEOUS SERVICE REVENUES 412,766.64 469,317.43 12.03- 0 0 100.00 0 0 0.00 0.00

4530 SALES OF WATER AND WATER POWER 0.00 0.00 100.00 0 0 100.00 0 0 0.00 0.00

4540 RENT FROM ELE PROP-NON ASSOC 0.00 0.00 100.00 0 0 100.00 0 0 000 0,00

4560 OTHER ELECTRIC REVENUES 0.00 0.00 100.00 0 0 100.00 0 0 0.00 0.00

‘ TOTAL OPERATING REVENUE 3.675,705.11 2,936,488.04 25.17 0 0 100.00 0 0 0.00 0.00
0_OO 0.00

TOTAL OTHER OPERATING REVENUES 3,675,705.11 2,906,486.04 25.17 0 0 100.00 0 0 0.00 0.00

TOTALOPERATINGREVENUES 507,021,780.82 546,240,317.20 7.18- 6,699.920.726 6,822,565,139 1.60- 172,634 173,295 7.57 8.01

(0

I

POLRR surchorgo rc-venues are billed so OIstribuUon line of business, but repoHeds GeneraSon line of business. Line of business changed in SD Universe.
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kèñhicky P Cñiaiy
Case No. 2013-00197

ilistorical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:011 Section 8(1)(a)

Filing Requirement:

Notices. A utitity shalt give notice to the public as required by this section fa charge orfee
is changed, revised, or hzifiated or a condition of service or a rule regarding the provision
of service is changed, revised, or initiated and the change will ffect the afflo ant that a
customer paysfor service or the quality, deliveiy, or rendering ofa customer’s service.

Public postings. A utility shallpost at its place ofbusiness a copy of the required notice no
later than tite date thefiling is made with the commission. The notice shall not be removed
until thefiling has become effective.

Response:

Please see the response to the filing requirement established by $07 KAR 5:001 Section
16(6)(a).



KPSC Case No. 2013-00197
Section Il-Application
Filing Requirements
Page 70 of 78

K ëkVPOW
- - -

Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:011 Section Sf1)(b)

Filing Requirement:

A utility that maintains a public Web site shalt, within two (2) business days offing, post

a copy of the public notice as well as a hypertifik to itsfiling on the commission’s Web site.

The notice shall not be removed until the filing has become effective or the commission

issues afinat decision on thefiting.

Response:

Kentucky Power will within two (2) business days of filing its application in Case No.

201300197 post a copy of the public notice along with a hypertink to the filing on the

Commission’s Web site. The notice will not be removed until the filing has become

effective or the Commission issues a final decision on the lung.
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
KAR 5:011 Section 8(2)(a)

Filing Requirement:

Maimer of notification. If the utility has twenty (20) or fewer customers or is a sewage
utility, it shatt malt written iwtice iii accorctance with subsection (3) of this section to each
customer no tatei thait the date on which thefiling is submitted to the conmdssion.

Response:

Not applicable.
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Case No 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:011 Section $t2)(b)&(e)

Filing Requirement:

Ifflue utitity luts more thou twenty (20) customers and is not a sewage utility, it shall:

1. Include notice with customer bills mailed by the date thefiling is submitted;
2. Publish notice in a tradepublication or newsletter going to all customers by

the dctte thefiling is submitted; or
3. Publish notice once a week for three (3) consecutive weeks in a prominent

manner in a newspaper ofgeneral circulation in the utility’s service area,
thefirstpublication to be made by the date thefiling is submitted.

A titility that provides service in more than one (I) county and is tint ct sewage utitity may
use a combination ofthe notice methods listed in paragraph (h, ofthis subsection.

Response:

Please see the response to the filing requirement established by 807 KAR 5:001 Section
1 6(3)b.
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:011 Section 8(3)

Filing Reguirement:

Notice requirements. Each notice shalt contain thefollowing information:
(a) The present rates and proposed rates for each customer class to which the

proposed rates will apply;
‘b, The amount of the change requested in both dollar amounts andpercentctge

changefor each customer classjfication to which the proposed rate change will app!y;
(c) The anwunt of the average usage and the effect upon tite average bill for

each customer class to which the proposed rate change wilt apply;
(d) A statement that the rates contained in this notice are the rates proposed by

(‘name of utility) bitt that the Public Service Commission may order rates to be charged
that differfrom the proposed rates contained iii this notice;

(e) A statement that a person may within thirty (30) days after the initial
publication or mailing of notice of the proposed rate changes submit a written request to
intervene to the Public Service commission, 211 Sower Boulevard, P.O. Box 615,
frankfort, Kentucky 40602 tltat establishes the grounds for the request including the
status and interest of the party;

69 A statement that a person may examine this filing and any other docmnents
the utility has filed wit!: the Public Service Commission at the offices of (the name of the
ritility) located at (‘the utility’s address) and on the utility’s Web site at (the utility Web
site address,), jf the titility maintains a public Web site;

(g) A statement that this filing and related documents are available on the
Public Service commission’s Web site at http://psc.ky.gov; and

(it) A statement that written contments regarding the proposed rate may be
submitted to tite Public Service Co;nmission by mail or through the Public Service
Commission ‘s Web site.

Response:

Please see the Company’s response to the filing requirement etabfished by 807 KAR
5:001, Section 16(4).
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KentucKy rower company
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:011 Section 8(4)

Filing Requirement:

Proof of notice. A utility shall file with the commission iw later than forty-five (45) days
frofn the date of the initialfiling:

(a) If its iwtice is published in a newspaper ofgeneral circulation in the utility’s
service area, an qffidavit from the publisher verjfying the notice was published, inchifting

the dates oftheptthtication with cm attactiect copy ofthe ptthtished notice;
(b) If the utility’s notice is published in ci trade publication or newsletter going

to alt customers, an affidavitfrom an authorized representative cf the utility verifying the
trade publication or newsletter was malted; or

(c) If the notice is malted, an affidavitfrom an authorized representative of the
utility verfj’ing the notice was mailed.

Response:

Please see the Company’s response to the filing requirement established by 807 KAR
5:001, Section 16 (5).
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:011 Section 8(6)

Filing Requirement:

Periodic recatcutatjoii of aformutftic rate that does not ntvo!ve a revision of the rate and
that is peiformect in accordance with provisions of an efftctive rate schedule, special
contract, or administrative regulation does not require notice in accordance with this
section.

Response:

Not applicable.
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KéiitiwkiPówérCmjiany
Case No. 2013-60197

ilistorical Test Period Ended Mardi 31, 2013

Filing Requirement
807 KAR 5:011 Section 9(2)

FiIin Requirement:

Att informtztion and notices required by this administrative regulation shalt befurnishect to
the commission at the time of the filing of the proposed rate revision. If there is a
substantial omission, which is prejrtdiciat tofu!! consideration by the commission or to an
intervextor, the statutory notice to the commission shalt not commence to run and shalt not
be compittect until the omitted infornuttion and notice isfiled.

Response:

The Company will comply with 807 KAR 5:011, Section 9(2) by including all
information and notices required to the Commission at the time of filing. Kentucky
Power will promptly correct any omission from its application.
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- K ffidiPiiWefComjiany
Case No. 2013-00197

Historical Test Period Ended March 31, 2013

Filing Requirement
807 KAR 5:051 Section 2(1)

filing Requirement:

Rate Schedule Information. Each electric utititp shalt transmit to each of its consumers a
clear and concise explanation of aizy proposed change in the rate schedute applicable to the
consuiizei

(1) When an electric utility proposes a change in a rate schedule, the statement
explaining it shalt be transmitted to each consumer to which the change applies within thirty
(30) days after the utitity applies for that change or within sixty (60) days in the case of an
electric utility which uses a bimonthly billing system.

Response:

Pursuant to 807 KAR 5:001, Section 16(3)d and $07 KAR 5:011, Section 8(5), the
Company has complied with this requirement through the notice given pursuant to 807
KAR 5:001, Section 16(3)(b) and 807 KAR 5:011, Section 8(2)(b), respectively.
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Case No. 2013-00197
Historical Test Period Ended March 31, 2013

Filing Requirement
$07 KAR 5:051 Section 2(2)

Filing Requirement:

The statement explaining a proposed rate change may be included with the regular bill

Response:

Pursuant to $07 KAR 5:001, Section 16(3)d and $07 KAR 5:011, Section 8(5), the

Company has complied with this requirement through the notice given pursuant to $07

KAR 5:GM, Section 16(3)(b) and 807 KAR 5:011, Section 8(2)(b), respectively.
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AMERICAN
ELECTRIC
POWER

The manual has been written to document AEP’s approach to cost

allocation and transfer pricing of affiliate transactions. Its

purposes are to

• provide an easily referenced source of information

• state and clarify policy

° formalize procedures

o provide a basis of communication between all employees concerning

cost allocation matters

° meet all regulatory requirements for maintaining a cost allocation

manual.

The contents of the manual have been approved by management.

Responsibility for adhering to the policies and procedures rests with

every employee.

The manual is maintained in the A-Z index of AEP Now, under ‘Cost

Allocation Manual’ . Maintenance of the documents incorporated in the

manual by reference is the responsibility of the individuals and

groups designated in the manual.

Errors in content and other requests for revision of this manual

should be directed to the attention of Rhoderick C. Griffin/Donald W.

Roberts/Kathy L. Messer.

Jeffrey W. Hoersdig

Director — Regulated Accounting

Utility General & Regulatory Accounting

F. Scott Travis

Director — Regulated Accounting

Utility General and Regulatory Accounting
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fT AMERICAN
ELECTRIC
POWER

CAM
Amendment Record

E
No. Date cssued Date ssued Date Issued Date Issued

1 01-02-01 26 03-15-13 51 76

2 10-22-01 27 52 77

T 05-10-02 28 53 78

4 10-18-02 29 54 79

05-05-03 30 55 80

6 08-29-03 31 56 81

T 03-10-04 32 57 82

8 08-27-04 33 58 83

03-10-05 34 59 84

Jö 08-30-05 35 60 85

H — 03-15-06 36 61 86

12 08-31-06 — 37 62 87

13 03-16-07 38 63 88

14 09-24-07 39 64 89

15 04-15-08 40 65 90

16 09-25-08 41 66 91

17 03-31-09 42 67, 92

18 07-13-09 43 68 93

09-10-09 44 69 94

-ö— 03-31-10 45 70 95

21 09-16-10 46 71 96

03-25-1 1

09-09-11 73 98

H
03-14-12 99

25 09-14-12 — .
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— ELECTRIC Document g

POWER Number 00-00-01

Cost Allocation Section

Manual Controls
Subject

TABLE OF CONTENTS

This table of contents is intended to give a cover—to—cover overview of
the contents and organization of the AEP Cost Allocation Manual (CAIVI) See
HOW TO USE THIS MANUAL (00-00-02) for an explanation of the numbering
system.

TAB/SECTION SUBJECT LOCATION

CONTROLS

Controls Title Page
Management Endorsement
Amendment Record
Table of Contents 00—00—01
How to Use this Manual 00—00—02
Alphabetic Subject Index 00—00—03

GENERAL

Introduction Overview (General) 01—01—01

Organization Chart Overview 01—02-01
Corporate Chart 01-02—02

Affiliate Transactions Overview 01—03—01
Services Rendered by AEPSC 01-03-02
Intercompany Products and

Services 01—03—03
Money Pool 01—03—04
Research and Development 01—03—05
Financial Transactions 01—03—06
Intellectual Property 01—03—07
Convenience Payments 01—03—08

Date Page
January 10, 2013 1
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ELECTRiC Document g

POWER Number 00-00-01

Cost Allocation Section

Manual Controls
Subject

TABLE OF CONTENTS

GUIDELINES

Introduction Overview (Guidelines) 02—01—01

Corporate Overview 02—02—01
Cost Allocation Policies and

Procedures 02—02—02
The Cost Allocation Process 02—02—03
Cost Pooling and Cost Assignment 02-02—04
Account Designations (Regulated,

Non-Regulated and Joint) 02-02—05

Federal Regulation Overview 02—03—01
FERC Regulation 02—03—02

State Commission Overview 02—04—01

Rules Arkansas Rules and Requirements 02-04—02
Indiana Rules and Requirements 02-04—03
Kentucky Rules and Requirements 02-04—04
Louisiana Rules and Requirements 02-04—05
Michigan Rules and Requirements 02—04—06
Ohio Rules and Requirements 02—04—07
Oklahoma Rules and Requirements 02—04—08
Tennessee Rules and Requirements 02—04—09
Texas Rules and Requirements 02-04—10
Virginia Rules and Requirements 02—04—11
West Virginia Rules and Require

ments 02—04—12

PROCEDURES

Introduction Overview (Procedures) 03-01—01

Transactions Overview 03—02—01
Transaction Coding 03-02—02
Chartfields 03—02—03

Time Reporting Overview 03—03—01
Time Records 03—03—02
Labor Costing 03—03—03

Date Page
January 10, 2013 2



KPSC Case No. 2013-00197
Section lI--Application

AMERICAN
Exhibit A

ELECTRIC Document
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POWER Number 00-00-01

Cost Allocation Section

Manual Controls
Subject

TABLE OF CONTENTS

AEPSC Billing Overview 03-04—01

System System of Internal Controls 03—04—02
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HOW TO USE THIS MANUAL

SUMMARY This Manual is divided into

TABS - major divisions within the manual

SECTIONS - divisions within a TAB

SUBJECTS - divisions within a SECTION.

DOCUMENT NUMBERING Each document (i.e., subject) has a unique 6-
SYSTEM digit number. This number is divided into 3

sets of two digits which are separated by
dashes.

EXAMPLE: 05 — 03 — 02
TAB-SECTION-SUBJECT

INDEXES The alphabetic subject index is the key to
this manual. It appears in the “Controls”
TAB following this document.

Alphabetic Subject The alphabetic subject index (00—00—03) lists
every subject in this manual in alphabetical
order along with the document number at which
each subject may be located. To be able to
retrieve information, each subject (and
important captions within a subject) are
listed three or more ways in the index.

Locating a Document Document numbers appear in bold print on the
upper right corner of each page (see top of
this page) . To locate a Subject:

1. Refer to the Alphabetic Subject Index
and locate the SUBJECT you need.

2. Note the Document Number indicated

EXAMPLE: 05-03-02
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HOW TO USE THIS MANUAL

INDEXES (Cont’d)

Locating a Document 3. Locate TAB 5 of the manual and within
(Cont’d) this TAB find SECTION 03 and SUBJECT 02.

Or, if you are viewing this manual
electronically using Acrobat Reader,
simply click on the subject line listed
in the table of contents.

TABLE OF CONTENTS The table of contents (00—00-01) is intended
to give a cover—to—cover overview of the
manual contents and organization. It lists
contents of a TAB to the SUBJECT level in
document number order. (Subjects are listed
alphabetically in the Alphabetic Subject
Index).

FORMAT The format followed for each TAB within this
manual may vary. Uniformity of format has
been attempted to the extent practicable.

DISTRIBUTION The AEPSC Corporate Accounting Department is
solely responsible for the issuance, revision
and distribution of all copies of this manual
and database.

Revisions or additions to the manual will be
issued as required. If practical, such
revisions and/or additions will be
accumulated and issued periodically as a
group. The date of the latest revision or
addition will appear at the bottom of the
page in the left-hand corner.

AMENDMENTS All users of this manual are urged to
contribute ideas and suggestions for
revisions to this manual.

Amendment Record An amendment record is kept of all revisions
to this manual. The amendment record appears
in the front of this manual as the first
document in the “Controls” SECTION.
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ALPHABETIC SUBJECT INDEX

This subject index lists every subject included in this manual in
alphabetical order. The location document number is given for each
subject. To aid retrievability, subjects are listed in two or more
different ways.

A
AE PS C

— Affiliate Transactions 01—03—02
— Billing Allocations 03—04—04
— Billing System (Overview) 03—04—01
- Billing System Internal Controls 03—04—02
— Billing System Work Order Accounting 03—04—03
— Reports (Billing System) 03—04—05

Affiliate Contracts with Regulated Companies
- Coal Mining and Transportation 04-02—03
— Consulting Services 04-02—04
— Joint Plants 04—02—05
— List of Affiliate Contracts by Company 99—00—06
— Overview 04—02—01
— Service Agreements 04—02—02
— Tax Agreement 04—02—06

Affiliate Transactions
— Convenience Payments 01—03—08
— Financial Transactions 01—03—06
— Intercompany Products and Services 01—03—03
— Intellectual Property 10—03—07
— Money Pool 01—03—04
— Overview 01—03—01
— Research and Development 01—03—05
- Services Rendered by AEPSC 01—03—02

Agreements
— Coal Mining and Transportation 04—02—03
— Consulting Services 04—02—04
— Joint Operating Agreements 04—02—05
— Money Pool Agreement 04-02—07
— Nonutility Money Pool Agreement 04-02-08
— Overview 04—02—01
— Service Agreements 04—02—02
— Tax Agreement 04—02—06

Arkansas Rules and Requirements 02—04—02
Asset Transfers

— Overview 03—07—01
- Materials and Supplies 03—07—03

Date Pae
January 10, 2013 1



KPSC Case No. 2013-00197
Section I--Application

AMERICAN
ExhHjit

lof 296
ELECTRIC Document

g

POWER Number 00-00-03

Cost Allocation Section

Manual Controls
Subject
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A (Cont’d)
- Plant and Equipment 03-07—02

Allocation Factors
— List of Approved Allocation Factors 99—00—04

— List of Primary Allocation Factors by Function 99—00—05

B

Billing Allocations (AEPSC) 03—04—04

Billing, Intercompany (Overview) 03—05—01

Billing System
— Allocations (AEPSC) 03—04—04

— AEPSC (Overview) 03—04—01

— AEPSC Work Order Accounting 03—04—03

— Intercompany 03—05—02

— Reports (AEPSC) 03—04—05

Board of Directors Minutes (PUCO)

— Copies (PUCO) 04—06—02

— Overview 04—06—01

C

Chart, Corporate 01—02—02

Cliartfields 03—02—03

Chartfield Values 04—03—02

Coal Mining and Transportation Agreements 04—02—03

Coding
— Chartfields 03—02—03

— Transaction 03—02—02

- Complaint Log
— Corporate Separation (PUCO) 04—05—02

— Overview 04—05—02

Convenience Payments 01—03—08

Consulting Services Agreements 04—02—04

Copies of Board of Directors Minutes (PUCO) 04—06—02

Corporate
— Chart 01-02—02

— Overview 02—02—01

Corporate Separation (Complaint Log) 04—05—02

Cost Allocation
— Policies and Procedures 02-02—02

— Process 02—02—03
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ALPHABETIC SUBJECT INDEX

C (Con’t)

Cost Assignment 02—02—04

Cost Pooling and Cost Assignment 02-02—04

Costing, Labor 03—03—03

D

Database Links
— Affiliate Agreements 04—03—03
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— Overview 04—03—01
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E
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Federal Regulation
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OVERVIEW (GENERAL)

SUMMARY American Electric Power Company, Inc. (AEP)
is a public utility holding company. It
has subsidiaries that conduct regulated
operations and non—regulated operations.

BUSINESS ASP is one of the United States’ largest
generators of electricity and owns the
nation’s largest electricity transmission

system. ASP delivers electricity to
customers in eleven states: Arkansas,
Indiana, Kentucky, Louisiana, Michigan,

Ohio, Oklahoma, Tennessee, Texas, Virginia

and West Virginia.

Wholly—owned subsidiaries are involved in
power engineering and construction services
and energy management.

ORGANIZATION CHART The ownership relationship between AEP, its
subsidiaries, and their subsidiaries at
successive levels is captured in AEP’s
corporate chart.

AFFILIATE TRANSACTIONS AEP, its subsidiaries and certain other
affiliates in the ASP holding company
system conduct capital (i.e., financial)
transactions among themselves. The
subsidiaries, in certain situations, also
perform services for one another.
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OVERVIEW

SUMMARY American Electric Power Company, Inc. (AEP)

is a public utility holding company. It has

direct subsidiaries (first tier) and indirect

subsidiaries (second tier and lower)

CORPORATE CHART A listing of the direct and indirect

subsidiaries of AEP, including domestic and

foreign subsidiaries, is contained in ASP’s

corporate organization chart.
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CORPORATE CHART

SUMMARY American Electric Power Company, Inc. (ASP)

is a public utility holding company. It has
no customers or employees nor does it own any
utility property. ASP does own common stock
of nine operating electric utility companies

and the common stock of ASP Utilities, Icc,
which in turn owns common stock of two
operating electric utility companies.

ASP also owns common stock of American
Electric Power Service Corporation (AEPSC)
and other domestic and foreign subsidiaries.

AEPSC is a management, professional and
technical services organization that provides

such services, at cost, to ASP, the operating
electric utility companies in the AEP System,
and other affiliated companies. Other ASP
subsidiaries provide power engineering,

energy consulting and energy management
services.

CORPORATE ORGANIZATION The following organization chart lists

CHART hierarchically all of the direct and indirect
subsidiaries of ASP. Company names are
indented to identify them as subsidiaries of
the company that is listed immediately above
them at the next tier. Some companies are
subsidiaries of more than one company. The
footnotes provide a general description of
the business conducted by each company.

00. American Electric Power Company, lnc.[Note A]

01 ASP T&D Services, LLC [Note BB]
01 AEP Pro Serv, Inc. [Note I]

02. United Sciences Testing, Inc. [Note B]

01. AEP Resources, Inc. [Note H]
02. ASP Energy Services Limited [Note H]
02. AEP Energy Services, Inc. [Note D]

03. ASP Energy Services Gas Holding Company [Note CC]

02. AEP Rivet Operations LLC [Note Y]
03. MarineNet, LLC [Note YJ

Date Page
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CORPORATE CHART

03. AEP Elmwood LLC [Note YJ
04. Conlease, Inc. [Note Y]
04. International Marine Terminals Partnership [Note Y]

05. IMT Land Corp [Note Y]
01. Energy Insurance Services (EIS) [Note B] - [Note GO]
01. Franklin Real Estate Company [Note T]

02. Indiana Franklin Realty, Inc.[Note T]
01. Ohio Valley Electric Corporation [Note EJ

02. Indiana-Kentucky Electric Corporation [Note E]
01. Indiana Michigan Power Company [Note JJ

02. Price River Coal Company, Inc. (Inactive) [Note J]
02. Blackhawk Coal Company (Inactive) [Note J]
02. DCC Fuel LLC [Note 0] - [Note GG]
02. DCC Fuel 2 LLC [Note 0] - [Note GG]
02. DCC Fuel 3 LLC [Note Q] - [Note GG]
02. DCC Fuel 4 LLC [Note Q] - [Note GG]
02. DCC Fuel 5 LLC [Note Q] - [Note GG]

01. Kentucky Power Company [Note J]
01. Kingsport Power Company [Note J]
01. Wheeling Power Company [NoteJ]
01. AEP Utilities, Inc. [Note 0]

02. AEP Texas Central Company [Note J]
03. AEP Texas Central Transition Funding II LLC [Note AA]
03. AEP Texas Central Transition Funding LLC [Note AA]
03. AEP Texas Central Transition Funding III LLC [Note AA]

02. CSW Energy, Inc. [Note S]
03. AEP Desert Sky GP, LLC [Note X]

04. Desert Sky Wind Farm LP [Note X]
03. AEP Wind Holding, LLC [Note X]

04. AEP Wind GP, LLC [Note X]
05. Trent Wind Farm, LP [Note X]

04. AEP Wind LP II, LLC [Note XJ
05. Trent Wind Farm, LP [Note X]

04. AEP Properties, LLC [Note X]
03. AEP Energy Partners, Inc. [Note W]
03. AEP Desert Sky LP II, LLC [Note X]

04. Desert Sky Wind Farm LP [Note X]
02. CSW Energy Services, Inc. [Note I]

03. Nuvest, LLC [Note U]
04. ESG Manufacturing, LLC [Note U]
04. National Temporary Services, lnc.[Note U]

02. AEP Texas North Company [Note J]
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CORPORATE CHART

03. AEP Texas North Generation Company, LLC [Note E]

01. AEP Utility Funding, LLC [Note 0]

01. AEP Nonutility Funding LLC [Note AA]

01. AEP Credit, Inc. [Note R]

01. AEP Fiber Venture, LLC [Note C]
02. AFN, LLC [Note C]

01. PowetTree Carbon Company, LLC [Note D]

01. Appalachian Power Company [Note J]

02. Southern Appalachian Coal Company (Inactive) [Note J]

02. Central Coal Company (Inactive) [Note K]

02. Central Appalachian Coal Company (Inactive) [Note K]

02. Cedar Coal Co. (Inactive) [Note K]

01. Public Service Company of Oklahoma [Note J]

01. Southwestern Electric Power Company [Note J]

02. Southwest Arkansas Utilities Corporation [Note T]

02. Dolet Hills Lignite Company, LLC [Note L]

02. Arkansas Coalition for Affordable and Reliable Electricity, LLC [ACARE] [Note FJ

02. Oxbow Lignite Company, LLC [Note L]

02. The Arklahoma Corporation [Note P]

02. Sabine Mining Company [Note L]

01. Ohio Power Company [Note JJ

02. AEP Generation Resources Inc. [Note E]

02. Ohio Valley Electric Corporation [Note E]

03. Indiana-Kentucky Electric Corporation [Note E]

02. Distribution Vision 2010, LLC [Note E]

02. Central Coal Company (Inactive) [Note K]

02. Cardinal Operating Company [Note E]

02. Conesville Coal Preparation Company [Note MJ

01. AEP C&I Company, LLC [Note W]

02. REP Holdco, LLC [Note W]
03. Mutual Energy SWEPCO, LP [Note W]

03. REP General Partner, LLC [Note W]

04. Mutual Energy SWEPCO, LP [Note W]

02. AEP Texas Commercial & Industrial Retail GP, LLC [Note W]

03. AEP Texas Commercial & Industrial Retail Limited Partnership [Note WI
02. AEP Texas Commercial & Industrial Retail Limited Partnership [Note W]

02. AEP Retail Energy Partners LLC [Note I]

03. BlueStar Energy Holdings, Inc. [Note I]

04. Avigent, LLC [Note I]
04. BSE Holdco, LLC [Note I]

05. AEP Energy, Inc. [Note 1]

04. BSE Solutions LLC [Note I]
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CORPORATE CHART

05. BlueStar Energy S.A.C. [Note I]

04. BlueStar Energy S.A.C. [Note I]

01. American Electric Power Service Corporation [Note B]

02. American Electric Power Foundation [Note FF]

01. AEP Coal, Inc. [Note L]
02. AEP Kentucky Coal, LLC [Note L]

02. Snowcap Coal Company, Inc. [Note L]

01. AEP Generating Company [Note JJ

01. AEP Investments, Inc. [Note F]

02. Microcell Corporation [Note DD]

02. First Hydrogen, Inc [Note DDJ

02. Amperion [Note DD]
02. Universal Supercapacitors, LLC [Note DDI
02. Braemar Energy Ventures III, LP [Note DD]

02. Powerspan Corp [Note DDJ

01. AEP Transmission Holding Company, LLC [Note P]

02. RITELine Transmission Development, LLC [Note P]

03. RITEL1ne Illinois, LLC [Note P]

03. RITELine Indiana, LLC [Note P]

02. RITELine Indiana, LLC [Note P]

02. PATH West Virginia Series [Note F]

03. PATH West Virginia Transmission Company, LLC [Note PJ

04. PATH - WV Land Acquisition Company [Note T]

02. Potomac-Appalachian Transmission Highline, LLC [Note J]

02. AEP Transmission Partner LLC [Note P]

03. Electric Transmission America, LLC [Note P]

04. Tallgrass Transmission, LLC [Note P]

04. Prairie Wind Transmission, LLC [Note P]

03. Electric Transmission Texas, LLC [Note P]

02. Electric Transmission Texas, LLC [Note P]

02. AEP Transmission Company, LLC [Note F]

03. AEP Southwestern Transmission Company, Inc. [Note P]

03. AEP Indiana Michigan Transmission Company Inc. [Note P]

03. AEP Kentucky Transmission Company, Inc. [Note P]

03. AEP Ohio Transmission Company Inc. [Note P]

03. AEP Appalachian Transmission Company, Inc.

03. AEP Oklahoma Transmission Company, Inc. [Note P]

03. AEP West Virginia Transmission Company, Inc. [Note P]

02. Transource Energy, LLC [Note F]

03. Transource Missouri, LLC [Note P1
02. Pioneer Transmission, LLC [Note P]

02. Electric Transmission America, LLC [Note P]
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03. Prairie Wind Transmission, LLC [Note F]

03. Tallgrass Transmission, LLC [Note P]

Notes:

A. Public utility holding company.

B. Management, professional and technical services.

C. Telecommunications.

D. Broker and market energy commodities.

E. Generation.

F. Investor in companies developing energy-related ideas, products and technologies.

G. Distributed generation products.

H. International energy-related investments, trading and other projects.

I. Non-regulated energy-related services and products.

J. Domestic electric utility.

K. Mining (inactive).

L. Mining (active).

M. Coal preparation.

N. Inactive.

0. Subsidiary public utility holding company.

P. Electric transmission.

Q. Leasing.

R. Accounts receivable factoring.

S. Independent power.

T. Real estate.

U. Staff augmentation to power plants.

V. Retail energy sales.

W. Marketing of natural gas, electricity or energy-related products.

X. Wind Power Generation.

Y. Barging Services

AA. Finance Subsidiary

BB. Energy services including operations, supply chain, transmission and distribution
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CORPORATE CHART

CC. Gas pipeline and processing

DD. Domestic energy-related investments, trading and other projects

EE. Trust

FF. Nonprofit

GG Variable Interest Entity (VIE) * See Footnote below

Variable Interest Entity (VIE) in accordance with generally accepted

accounting principles, no costs are allocated to this entity.
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OVERVIEW

SUMMARY The electric utilities in the ASP holding

company system conduct transactions with

each other, American Electric Power Service

Corporation (AEPSC) and their non—regulated

affiliates.

AEPSC Services Rendered AEPSC provides management, technical and

professional services to other companies

within the AEP holding company system.

01—03—02

INTERCOMPANY PRODUCTS The electric utility companies provide

AND SERVICES products and services to each other and in

certain cases they provide products and

services to non—regulated affiliates and

receive products and services from non—

regulated affiliates.

01—03—03

MONEY POOL The operation of the AEP Utility and Non-

utility Money Pool is designed to match, on

a daily basis, the available cash and

borrowing requirements of its participants,

thus minimizing the need to borrow from

external sources.

01—03—04

RESEARCH AND DEVELOPMENT Research and development (R&D) activities

are generally performed by AEP System

companies on a shared basis. AEPSC manages

most R&D projects.

01-03— 05

Date Page
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OVERVIEW

FINANCIAL TRANSACTIONS The AEP System companies, although legally
separated, operate on an integrated basis,
as permitted by law and regulation.
Financial transactions are conducted on a
regular basis in support of the integrated
activities.

01—03—06

INTELLECTUAL PROPERTY Revenues derived from non—associates for the
resale and licensing of property protected
by copyright, patent or trademark laws are
shared among AEP affiliates and regulated
by the Federal Regulatory Commission (FERC)
under the Public Utility Holding Company
Act of 2005.

01- 03—07

CONVENIENCE PAYMENTS Payments made for the convenience of another
associate company within the AEP System
need to be kept to a minimum and be
reimbursed immediately to the paying
company.

01—03—08

Date Page
February 18, 2008 2



KPSC Case No. 2013-00197
Section Il—Application

AMERICAN
ExNbitA

•

ELECTRiC Document g

POWER Number 01-03-02

Cost Allocation Section

Manual Affiliate Transactions

Subject

SERVICES RENDERED BY AEPSC

SUMMARY The services provided by AEPSC are regulated

by the federal Energy Regulatory Commission

(FERC) under the Public Utility Holding

Company Act of 2005.

SUMMARY OF AEPSC The following table provides a listing of

SERVICES services AEPSC provides to affiliate

companies:

GROUP/FUNCTION DESCRIPTION

Audit Services Internal audit ser
vices related to
operational,
financial, contract,
customer accounting,
information
technology, stores,
and other business
functions.

Business Logistics Travel, land,
facilities, fleet,
equipment management,
general procurement
and other support
services.

Chairman Services provided by
the office of the
chairman.

Commercial Operations Capture maximum value
for surplus
generation and secure
competitive, low—cost
supplies from the
market to meet the
needs of the AEP
System. Operational
analyses, responsible
for decision support
modeling, dispatch
pricing, and position
reporting. Manage
and administer non—

Date Page
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SERVICES RENDERED BY AEPSC

GROUP/FUNCTION [ DESCRIPTION

affiliated gas
marketing.

Corporate Accounting Specialized
accounting, tax and
other financial
services related to
corporate
development. Tax
research,
consultation and
compliance at local,
state and federal
levels.

Corporate Corporate
Communications communications

externally to
customers,
shareholders and the
public, and intern
ally to employees.

Corporate Human Administration and

Resources coordination of
employee benefit
plans, payroll
processing, employee
records, labor
relations, certain
employee & management
training, centralized
processing of medical
benefit claims, and
human resource
management.

Corporate Planning Strategic planning

and Budgeting and economic analysis
of capital budgeting
and operational
decisions.

Customer and Mapping services,

Distribution Services project management,

Date Page
March 31, 2010 2
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SERVICES RENDERED BY AEPSC

GROUP/FUNCTION DESCRIPTION

design and
development of
construction
projects, drafting
and engineering
services, contract
administration,
forestry, and
planning services.

Electric Transmission Includes, among other

Texas items, management
support of all areas
of Texas
Transmission.

Environment and Support of

Safety environmental and
safety concerns.

Federal Affairs Monitors and
participates in
rulemakings and other
public policy
discussions at
various federal
agencies.

Finance, Accounting Support of system

and Strategic wide budgeting and
Planning reporting tools,
Administration financial and

resource planning,
regulatory and rate
analysis, tracking
and monitoring of
construction/capital
investments.

Fossil and Hydro Provide power plants

Generation with engineering and
technical resources
necessary to manage
day-to-day operations
issues affecting unit

Date
March 31, 2010 3
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SERVICES RENDERED BY AEPSC

GROUP/FUNCTION DESCRIPTION

reliability,
availability, and
equipment
performance.

Fuel, Emissions and Manage fuel
Logistics procurement and

related
transportation and
handling activities.

Generation Services provided by
Administration the Generation

Administration.
Generation Business Business support
Services services for

operation and
maintenance of AEP
generating assets.

Generation Administration of all
Engineering and generation assets:
Technical Services — fossil, hydro, and
Engineering Project engineering technical
Field Services & environmental

services
Information Information
Technology processing, business

unit support,
application
development, client
computing and
technical software
support and EAS
solutions and
telecommunication
operations.

Legal General Counsel Legal counsel and
Administration public/regulatory

policy for questions,
issues, cases, etc.
for all aspects of
the AEP System.

Date Page
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SERVICES RENDERED BY AEPSC

GROUP/FUNCTION DESCRIPTION

Nuclear Generation Administration of all
nuclear generation
assets.

Regulatory Services Support of system
wide regulatory and
rate analysis.

Risk and Strategic Coordination of risk

Initiatives assessment, credit
risk management and
insurance coverage.

Transmission Services provided by

Administration Transmission
Administration.

Transmission Coordinates

Engineering and engineering and

Project Services design of all
transmission line and
project stations and
coordinates
activities required
for the successful
installation of
transmission line and
transmission/distribu
tion station
facilities.

Transmission Joint Responsible for the

Venture Projects management support of
all areas of
Transmission Joint
Venture projects.

Transmission Projects Responsible for the
management support of
all areas of
Transmission
projects.

Transmission Responsible for the

Date Page
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SERVICES RENDERED BY AEPSC

GROUP/FUNCTION J DESCRIPTION

Reliability safe, reliable, and
Compliance cost effective

operation of ASP’s
transmission assets.

Transmission Strategy Responsible for
and Business developing and
Development executing

transmission strategy
and business plans in
alignment with AEP’s
corporate strategy.

Transmission System Responsible for the
and Region Operations operation of ASP’s

transmission
Operations.

Treasury and Investor Cash management,
Relations financing, and

investment services.
Utility Operations Distribution
Business Services operations, customer

and regulatory
relationships.

Utility Operations Distribution
East operations, customer

and regulatory
relationships.

Utility Operations Distribution
West operations, customer

and regulatory
relationships.

Date
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Document
Number 01-03-03

Intercompany Products and Services

The non—tariffed products and services
provided by ASP’s regulated utilities to
affiliate companies and vice versa are
governed by written agreements between and

among the companies (see TAB 04 in this
manual) . The following tables describe the
nature of the various transactions that are
conducted with affiliates in three
categories:

o products and services provided
by regulated utilities to non—
regulated affiliates

o products and services provided
to regulated utilities by non—
regulated affiliates

• products and services provided
by regulated utilities to each
other.

PRODUCTS AND SERVICES
PROVIDED BY REGULATED
UTILITIES TO NON-
REGULATED AFFILIATES

The following table describes the nature
of products and services provided by the
ASP System’s regulated utilities to non—
regulated affiliates:

CATEGORY DESCRIPTION

Facilities Management Construct, operate
and maintain
equipment, approval
of outside contracts
& monitoring work of
contractors.

Pole Attachments Lease poles and
towers for
communication and
other purposes.

Customer Accounting Service, administer,
and collect
receivables sold to
AEP Credit, Inc.

Page
1
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Intercompany Products and Services

PRODUCTS AND SERVICES
PROVIDED TO REGULATED. UTILITIES BY NON-
REGULATED AFFILIATES

CATEGORY DESCRIPTION

Land Management Provide consulting
services related to
the buying and
selling of real
estate; including
site appraisals and
site maintenance
services.

Corporate Services Provide office space,
furnishings, and
equipment. Provide
consulting services
related to
maintenance of owned
and leased
facilities.

Building Space and Bill rent and
Office Services carrying charges for

building space
occupied.

Equipment Rentals Lease short—term
equipment rentals.

Materials and Provide materials
Supplies (inventory from storerooms.
transfers) Charges include the

cost of the materials
and supplies and
appropriate stores
overheads. Stores
overheads include
costs associated with
purchasing and
maintaining the
materials and
supplies inventory.

The following table describes the nature of
products and services provided to the AEP
System’s regulated utilities by non—
regulated affiliates:

Date
Page
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Intercompany Products and Services

CATEGORY DESCRIPTION

Water Transportation Provide barging and
and Coal Handling services at transfer

terminals and other
coal handling
facilities.

Railcar Usage Usage of railcars by
other companies.

Coal Handling Provides trans—
loading services at
Cook Terminal.

PRODUCTS AND SERVICES
PROVIDED BY REGULATED
UTILITIES TO EACH
OTHER (Including Coal
Mining Subsidiaries)

The following table describes the nature of
products and services provided by the ASP
System’s regulated utilities to each other:

CATEGORY DESCRIPTION
Materials and Materials supplied
Supplies (inventory from company
transfers) storeroorns shall

include the material
cost and stores
overheads. Overheads
include costs
associated with
purchasing and
maintaining materials
and supplies
inventory.

Equipment Maintenance Provide personnel and
services to perform
regular and emergency
equipment repairs
(primarily for
operating plant
equipment).

Simulator Training Provide personnel and
facility to train
power plant personnel

Page
3
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Intercompany Products and Services

CATEGORY DESCRIPTION
on the operation of
1300 MW units.

Building Space and Billing of rent and
Office Services carrying charge for

building space
occupied.

Water Transportation, Provide barging and
Coal and Consumables services at transfer
Handling, and Gypsum terminals and other

coal handling
facilities.

Railcar Maintenance Billing for routine
inspection and repair
work on railcar hopper
fleet.

Railcar Usage Usage of railcars by
other companies.

Mining (including Affiliated companies
mine shutdown costs) mine and provide coal

and lignite to
electric utilities on
a cost reimbursement
basis.

Interconnection Sharing of power
Agreement (power production and off—
purchases and sales) system sales and

purchases among AEP
System generating
companies.

Emission Allowances Sharing of emission
allowances and
associated costs and
benefits (including
sales and purchases
with non—affiliated
parties)

Emergency Assistance Provide personnel to
restore electric
service interrupted by

Date

_______________
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CATEGORY DESCRIPTION
natural disasters.

EHV Transmission Sharing of costs
System incurred regarding the

ownership, operation
and maintenance of
AEP’s extra-high
voltage (EHV) trans
mission system.

Energy Distribution Provide personnel and
System services to perform

engineering, metering,
drafting, line work,
customer services,
right-of-way
maintenance work,
design of construction
projects, contract
administration and
administrative
planning.

Energy Transmission Provide personnel and
services to perform
transmission line
work, protection &
control, and station
and engineering work.

Energy Delivery Provide personnel and
Support services to perform

measurements,
telecommunications,
forestry and real
estate work.

Administrative Provide personnel and
Support services to perform

environmental,
governmental affairs,
fleet management,
building services and
mail services.

Coal Preparation Provide coal washing
and handling services.

Date
PageMarch 31, 2010
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CATEGORY DESCRIPTION

Hydro Plant Provide supervision,
maintenance and
operation of hydro
plant and associated
facilities.

Joint Facilities Share costs of
operations and
maintenance of jointly
owned facilities
(primarily generating
plants and HVDC
transmis sion
facilities)

Capitalized Spare Capitalized spare
Parts parts are sold by the

utilities to each
other at cost.

Coal Supply Sale of Coal to the
operating companies.

Waste Disposal Provide waste handling
and landfill services

Consumables Handling Provide Services for
trans loading Trona.

Coal Handling Provides trans-loading
services at Cook
Terminal.

Transmission Training Provide transmission
employees with
training.

Date Page
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MONEY POOL

SUMMARY The ASP System Utility Money Pool and the ASP
System Nonutility Money Pool are arrangements
structured to meet the short—term cash
requirements of their participants. The
operation of the two Money Pool arrangements
is designed to match, on a daily basis, the
available cash and borrowing requirements of
participants, thereby minimizing the need to
borrow from external sources.

AUTHORITY The ASP System Utility Money Pool and the ASP
System Nonutility Money Pool operate
consistently with the terms and conditions of
their respective agreements. The ASP System
Utility Money Pool Agreement is filed with
the Federal Energy Regulatory Commission
(FERC)

PARTICIPANTS The ASP System Utility Money Pool
participants are certain of AEP regulated
direct and indirect subsidiaries as well as
certain nonutility subsidiaries. The ASP
System Nonutility Money Pool Agreement
participants are certain of ASP unregulated
direct and indirect subsidiaries. Each
participant may withdraw any of its funds
from the respective Money Pool to which it
belongs at any time upon notice to American
Electric Power Service Corporation (AEPSC)

AGENT AEPSC acts as the administrative agent of the
Utility and Nonutility Money Pools, and is a
participant in the Utility Money Pool.

FUNDING ENTITIES ASP may engage in various types of short-term
financings to fund the daily needs of the
money pools. ASP Utilities (formerly Central
and South West Corporation) may engage in
various types of short—term financings to
fund the daily needs of the Utility Money
Pool only.

Date Page
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FUNDING ENTITIES AEP Utility Funding LLC was formed to fund
(Cont’d) the Utility Money Pool and hE? Nonutility

Funding LLC was formed to fund the Nonutility
Money Pool. Any funds transferred to the
Money Pool will flow through the applicable
Funding LLC. The Utility Funding LLC may
obtain funds from external sources, AEP or
AEP Utilities. The Nonutility Funding LLC
will obtain its funds from AEP. The Funding
LLCs are solely financial conduits.

RULES American Electric Power Company, Inc. (AEP),
AEP Utilities, Inc. (AEP Utilities), AEP
Utility funding LLC, and AEP Nonutility
Funding LLC will not borrow funds from the
Utility or Nonutility Money Pools or their
participants.

Participants in the Nonutility Money Pool
will not engage in lending and borrowing
transactions with participants of the Utility
Money Pool.

Each participant, except AEP and AEP
Utilities, AEP Utility Funding LLC, and AEP
Nonutility Funding LLC has the right to
borrow from its respective Money Pool from
time to time, subject to the availability of
funds and other limitations. No participant
is obligated to borrow from its respective
Money Pool if lower cost funds can be
obtained from its own external borrowing.

PROCESS Available funds in the treasuries of the
participants in the individual Utility and
Nonutility Money Pools are individually
“pooled” together. Within each money pooi
the cash position of each Money Pool

Date
PageFebruary 21, 2013 2
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participant is determined on a daily basis.
The pooled funds are either loaned to other
participants within the pool or invested in
short—term cash instruments.

If the cash needs of the Utility and/or
Nonutility Money Pools exceed the pooled
funds, additional funds are raised through
external borrowings from the sale of
commercial paper notes as well as certain
other means to the extent permitted by law
and regulatory orders.

A daily interest rate is calculated for each
money pool and applied to all participant
borrowings and investments.

The interest rate for the Utility Money Pool
is the composite weighted—average daily
effective cost incurred by AEP, and/or AEP
Utilities and/or AEP Utility Funding LLC for
short—term borrowings from external sources
or an equivalent rate when there is no
external borrowing.

The interest rate for the Nonutility Money
Pool is the composite weighted—average daily
effective cost incurred by AEP for short—term
borrowings from external sources or an
equivalent rate when there is no external
borrowing, plus 25 basis points if the
Participant’s internal credit rating is one
notch lower than that of the Leading Parties,
or 50 basis points if the Participant’s
internal credit rating is two notches lower
than that of the Leading Parties.

If surplus funds exist in the treasuries of
the Utility and/or Nonutility money pools, an
external investment is made on behalf of the
respective money pool with the surplus.

Date 7
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Interest income related to external
investment of surplus funds is calculated
daily and allocated back to the lending
participants based on their relative
contribution to the surplus.
Money Pool participants are also charged a
pro rata cost of certain expenses associated

with their borrowing program, including fees

associated with bank lines of credit, rating

agencies, and the issuing and paying agent.

Date Page
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RESEARCH AND DEVELOPMENT

SUMMARY Research and development (R&D) projects are
generally managed by AEPSC on behalf of other
ASP System companies. The services performed
by AEPSC are billed to the respective parties
through the AEPSO billing system. Every
shared project is billed using one of the
approved Allocation Factors (see the Appendix
to this manual for a complete list of
approved Allocation Factors)

In many cases, an AEP System operating
company provides the site for conducting the
R&D activity and/or procures the equipment
and materials needed to conduct the research.
In these cases, the operating company acts as
the lead company for all other participants
and is responsible for the payment of all
costs it incurs on behalf of the other
participants.

The costs incurred by the lead company are
shared with and billed to the other ASP
participants through a separate R&D
accounting and billing process. The R&D
accounting and billing process uses the same
Allocation Factor for each project that AEPSC
uses to bill its support costs.

PROCEDURE Operating company billings for R&D are
performed on a fully—allocated cost basis
(i.e., the billings include both direct and
indirect costs)

Non—Productive Pay The cost of employee vacations, holidays,
jury duty and other paid absences are accrued
and loaded on to labor dollars.

Fringe benefits The cost of fringe benefits such as pension
Procedure expense is loaded on to labor dollars.

Date
PageSeptember 17, 2010

1



KPSC Case No. 201 3-00197
Section Il--Application

AMERICAN
ExhitA

• ELECTRIC Document
g

POWER Number O1O3-O5

Cost Allocation Section

Manual Affiliate Transactions
Subject

RESEARCH AND DEVELOPMENT

A&G OVERHEADS Administrative and general (A&G) overheads

are loaded to R&D projects in the R&D

accounting and billing process based on the

labor dollars charged to each project.

Direct Costs All direct costs of a R&D project, including

productive labor, are captured along with the

indirect costs described above.

BILLING The lead company of any shareable R&D project

will bill its associates their respective

share of the incurred R&D costs. The costs

billed to the associate companies will be

exclusive of any costs that are incurred by

AEPSC since such costs are appropriately

allocated through the AEPSC work order

billing system. The lead company will retain

its share of any incurred costs.

Date Page
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FINANCIAL TRANSACTIONS

SUMMARY The AEP System companies, although legally

separated, operate on an integrated basis as

permitted by law and regulation. Financial

transactions are conducted on a regular basis

in support of the integrated activities.

FINANCIAL TRANSACTIONS The following table provides a summary of the

primary financial transactions the AEP System

companies conduct with each other that are

not covered elsewhere in this Section of this

manual:

CATEGORY DESCRIPTION

Loans Debt obligations.

Capital Contributions Common stock purchases

as well as paid—in
capital transactions.

Accounts Receivables AEP Credit, Inc.

factoring tformerly CSW Credit,
Inc.) buys the
accounts receivables

of certain of the
electric utility
affiliates.

Credit Line Fees Credit line fees are
shared among AEP
System companies.

Dividend Payments Dividend payments are
made by subsidiaries
to their parent
companies.

Real and Personal Title to and/or rights

Property in real or personal
property acquired and
held by an ASP
affiliate as Agent for
another ASP affiliate.

Date ‘Pace
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F’INANCIAL TRANSACTIONS

CATEGORY DESCRIPTION

Employee Loans, When an employee
Accrued Compensation, transfers from one AEP
Employee Relocation company to an
Expenses and Other affiliate, the
Employee-Related receiving company pays
Items the employee’s

relocation expenses.
In addition, any
amounts due to or from
the employee are
transferred to the
receiving company from

_____________________

the sending company.
Money Pool An arrangement

designed to match the
available cash and
borrowings
requirements of
participants to
minimize the need for
external borrowings.

NOTE: Also see Document Numbers 01-03-04, 01-
03—05 and 01-03—08 for a discussion of the
AEP Money Pool, Research & Development cost
sharing and Convenience Payments,
respectively.

Date
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Document
Number 01-03-07

AEP Pro Serv, Inc. has entered into
agreements with American Electric Power
Service Corporation (AEPSC) and certain
electric utility subsidiaries within the
AEP System. These agreements, among other
things, extend to the resale and licensing
of property protected by copyright, patent
or trademark laws (herein referred to as
intellectual property)

TERMS AND CONDITIONS
FOR USE OF INTELLECTUAL
PROPERTY BY AEP PRO SERV

TERMS AND CONDITIONS FOR
THE USE OF INTELLECTUAL
PROPERTY DEVELOPED BY
AEP PRO SERV.

If AEP Pro Serv sells or licenses to non—
affiliates intellectual property developed
by AEPSC or any other AEP System company,
such companies shall receive a percentage of
the net profits and AEP Pro Serv will
receive a commission by having AEP Pro Serv
pay the AEP System company that developed
the intellectual property the amounts noted
in the following table:

Intellectual property developed by AEP Pro
Serv will be made available to all
associates in the AEP holding company system
without charge, except for actual expenses
incurred by AEP Pro Serv in connection with
making such intellectual property so
available.

Page
1
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SUMMARY

Subject

INTELLECTUAL PROPERTY

REVENUE SHPRING PROVISIONS

1. 70% of the revenues from the
intellectual property until the AEP
System company that developed the
intellectual property recovers its
programming and development costs; and

2. 20% of such revenues thereafter.

Date
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SERVICE CORPORATION CONVENIENCE PAYMENTS

SUMMARY American Electric Power Service Corporation
(AEPSC) provides services to other companies
in the Al? Holding Company System. To the
extent possible, the expenditures incurred by
AEPSC should pertain exclusively to the
services it performs.

ASP POLICY ASP’s policy is to minimize AEPSC convenience
payments. However, in some situations, AEPSC
makes payments on behalf of other System
companies as a matter of convenience.
Generally, these convenience payments are
made in an emergency situation or for cost—
saving or timesaving purposes. The requester
must recommend an allocation method for any
Convenience Payment that pertains to two or
more companies.

The distribution of the convenience payment
among the appropriate companies will be
provided by either the requester of the
convenience payment or by AEPSC personnel
acting on behalf of the requester. The
distribution of the convenience payment can
be provided on the face of the invoice to be
paid, based upon anticipated benefits to be
derived by the appropriate companies, or
based upon existing AEPSC allocation methods.
The most appropriate and/or reasonable method
will be used for each specific convenience
payment based on the type of transaction.

REPORTING REQUIREMENTS Annually AEPSC is required to report the
amount paid during the past calendar year for
convenience payments. The required
information must be included in AEPSC’s
annual report that is filed with the Federal
Energy Regulatory Commission (FERC)on FERC
Form 60.

Date
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OVERVIEW (GUIDELINES)

SUMMARy AEP has internal (i.e., Corporate) guide
lines for cost allocation and inter—company
billings. Federal and state authorities,
either through legislation or formal rule
making, have established cost allocation
methods and affiliate transaction
requirements

CORPORATE AEP has established corporate policies and
procedures for cost allocation and billing.
Its cost allocation process includes both
direct costs and indirect costs. Its
inter—company billing process includes both
direct billings to a single company and
shared billings to a group or class of
companies.

FEDERAL REGULATION The federal Energy Regulatory Commission
(FEEC) regulates the AEP System’s cost
allocation process as well as the
transactions that take place among the AEP
System companies. AEP prices all
transactions among the affiliate companies
in the AEP System in accordance with the
“at cost” standard, which was carried
forward by the FERC under the PUECA 2005.

STATE COMMISSION RULES AEP’s eleven state commissions, to some
degree, have established rules and
regulations or other requirements relative
to ASP’s cost allocation practices and
affiliate transactions State commission
authority in these areas, for the most
part, is based on their authority to
establish rates for retail customers.

September 16, 2010
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OVERVIEW

SUMMARY AEP’s internal guidelines applicable to
cost allocations are designed to result in
a fair and equitable allocation of costs.
Policies and procedures have also been
formulated to meet regulatory standards
both for cost allocation and affiliate
transactions.

COST ALLOCATION POLICIES Each ASP subsidiary maintains separate
AND PROCEDURES books and records. Transactions are coded

and processed in a manner that meets all
regulatory requirements. Proper audit
trails are maintained so that costs can be
traced from source documents all the way
through the applicable accounting and
billing systems.

02—02—02

THE COST ALLOCATION Unless otherwise exempted, the ASP
PROCESS companies allocate costs between regulated

and non-regulated operations, on a fully—
distributed cost basis. Fully—distributed
costs include all direct costs plus an
appropriate share of indirect costs.

02—02—03

COST POOLING AND COST Indirect costs are pooled and assigned to
ASSIGNMENT multiple companies or company segments in

accordance with the relative benefits
received or by other equitable means.

02—02—04

ACCOUNT DESIGNATIONS The operation and maintenance expense
accounts in the Federal Energy Regulatory
Commission’s (FERC’s) uniform system of
accounts break functionally between
regulated and non—regulated expenses.
Certain administrative and general expenses

Date Page
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OVERVIEW

ACCOUNT DESIGNATIONS include costs that can be attributed to
Cont’d) both regulated and non-regulated

activities. Some of AEP’s generation has
been restructured as a competitive
activity, and therefore, the power
production accounts in the FERC’s system of
accounts become non—regulated accounts.

02—02--05

Date
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LLocATIoN POLICIES A

SUMMARy Cost allocation is the process of assigning a
single cost to one or more company or company
segments on the basis of the relative
benefits received or other equita basis.
This document summarizes the underlying cost
allocation Policies and procedures that are
applied on a corporate_wide basis by all AEP
companies

POLICIES AND PROCEDURES AEP’s cost accounting and cost allocation
policies and procedures shall not result in
any cost subsidies among or between regula
and non—regU1a

operations Unless
otherwise exempted, all affiliate
transactions for services or products will be
conducted at fully allocated cost. For the
transfer of Capital assets, fully allocated
cost shall equal the net book value of the
Capital asset.

The term “affiliate transactjonsll refers to
all transactions between the utility and any
separate affiliate company, both reguJat
and non_regul

including all transactions
between a Utility’s regula Operations
(above_the_line) and operatjo5

(below_the_line)

Basic Goal The basic goal of AEP’s cost allocation
Policies and procedures are threefold:

G to ensure a fair and equitabi

distribution of costs among all
benefiting parties

• to meet pertinent regulatory
require5

o to minimize the time and expense
needed to record, audit and report
transactions.

PrilS,2Qg
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COST ALLOCATION POLICIES AND PROCEDURES

Separate Books and Each subsidiary of AEP shall maintain
Records separate books and records and make maximum

use of common accounting and business systems
without violating any federal or state
imposed code of conduct provisions relative
to sensitive customer or non—public
information.

Accounting Transactions All financial accounting transactions will be
recorded in accordance with corporate
accounting policy using the appropriate
chartfield values for each transaction. Each
transaction will be recorded in accordance
with the FERC Uniform System of Accounts as
applicable to each subsidiary or affiliate.

Cross—Subsidies AEP’s cost accounting and cost allocation
methods or procedures shall not result in any
cost subsidies among or between regulated and
non—regulated operations.

Cost Allocation Factors to be considered in the Allocation of
individual items of cost include, among other
things:

the relationship of the individual
cost to the benefiting company or
company segments

• generally accepted accounting
principles

best practices
o regulatory principles
o reasonableness of results

Audit Trail A key requirement for allocating costs for
affiliate transactions is the maintenance of
adequate audit trails. The following audit
trail standards shall be maintained for all
transactions:

Date Page
April 8, 2008 2



KPSC Case No. 2013-00197
Section lI—Application

AMERIC4N ExhtA

ELECTRIC Document g
POWER Number 02-02-02

Cost Allocation Section

Manual Corporate
Subject

-- COST ALLOCATION POLICIES AND PROCEDURES

vendor invoices, employee time
records and expense accounts, general
ledger journal entries and similar
documentation will be available and
accessible to adequately support the
accuracy and validity of individual
transactions

• all supporting documentation will be
retained in accordance with the
applicable regulatory requirements
for records retention

• all posting to the providers’
books of account or summary ledgers
will be identifiable with the
individual transactions that make up
the total amount of the posting.

Transfer Pricing of The predominant pricing standard among AEP’s
Affiliate Transactions various regulatory jurisdictions for

affiliate transactions is “fully-allocated
cost.” However, in certain jurisdictions and
instances, the substantiation of market
prices may be required because of state code
of conduct or other rules or regulations.

For billing purposes, non—tariff products and
services either purchased by or sold by one
of ASP’s regulated utilities will be priced
at “fully—allocated cost”.

In the case of products and services, “fully—
allocated cost” approximates market value in
most situations since the parties are simply
sharing costs that reflect current market
prices.

For the transfer of capital assets between an
ASP regulated utility and an affiliate,
“fully—allocated cost” shall equal the net
book value of the asset (i.e., original cost
less depreciation)

Date
PageApril 8, 2008
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COST ALLOCATION POLICIES AND PROCEDURES

ACCESS TO BOOKS AND All lawful requests by regulators to
RECORDS obtain access to the books and records of an

affiliate of a regulated utility for the
purpose of setting the utility’s cost-based
rates shall be honored in a timely manner.

Date Page
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THE COST ALLOCATION PROCESS

SUMMARY AEP allocates costs to regulated and non—

regulated operations on a fully-distributed

cost basis. Fully distributed costs include

all direct costs plus an appropriate share of

indirect (and common) costs.

DIRECT COSTS Direct costs can be identified with a

particular activity and can be incurred on

behalf of one or more companies or

affiliates.

INDIRECT COSTS Indirect costs cannot be identified with a

particular activity and must be charged to

the appropriate activity or activities to

which they relate using relevant cost

allocators. Indirect costs include, but are

not limited to, corporate or business unit

overheads, general and administrative

overheads, and certain taxes.

COMMON AND JOINT COSTS Common and joint costs, as distinguished from

indirect costs, are costs that are of joint

benefit between regulated and non—regulated

business operations. These costs can include

both direct and indirect costs.

COST EXAMPLES The following table provides examples of the

expenses included in each cost category:

Direct Direct labor; direct materials

costs

Indirect Board of Directors’ fees; FICA

costs tax; interest expense; other

elements of Internal Support Costs

and departmental overhead.

Conunon Depreciation or rent expense on

costs shared buildings; the expenses

incurred in operating a common

payroll system

BASIC PROCESS AEP allocates costs among regulated and non—

Date Page
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THE COST ALLOCATION PROCESS

regulated business operations following three

basic steps:

1. To the maximum extent possible, within

reasonable cost benefit standards, costs

are collected and classified on a direct

charge basis.

2. All costs, both direct and indirect, are

attributed to activities (i.e.,

projects, products or Services) which,

by their very nature, are regulated,

non—regulated, common or joint.

3. The costs of common or joint activities

are allocated using either an output

measure of the activity performed or the

primary cost driver (or a relevant proxy

in the absence of a primary cost

driver).

BILLINGS TO AFFILIATES Any costs incurred for the benefit of only

one client or affiliate are billed 100% to

that client or affiliate.

Any Costs incurred for the benefit of more

than one client or affiliate are billed to

the clients or affiliates for which the

related service was performed using cost—

causative allocation factors of the nature

described in Step 3 of the basic allocation

process (see above) . For example, the cost

accumulated for processing payroll is

allocated and billed based on the ratio of

each client’s or affiliate’s number of

employees to the total number of employees of

all clients or affiliates receiving the

service.

eceer 19, 2000
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COST POOLING AND COST ASSIGNMENT

SUMMARY The financial accounting systems used by the
ASP System companies are designed to pooi
allocable costs in a manner that leads to a
fair and equitable distribution of costs
among all affiliated companies and between
regulated and non—regulated operations.

UNDERLYING PRINCIPLE The underlying principle in cost allocation
is that the results must be fair and
equitable. To meet this standard, the
results must be reasonable and take into
account the relative benefits received from
each cost pooi.

POOLING METHODOLOGY In order to perform fair and equitable cost
allocations, ASP’s financial accounting
systems are designed to capture and pool
costs at three basic levels:

• direct costs are costs which can be
specifically assigned to final cost
objectives;

o common or joint costs are costs which
apply to more than one cost objective
and can be attributed to them in
reasonable proportion to the benefits
received; and

• overhead costs relate to the overall
operations of the business and, as
such, have no direct relationship to
any particular cost objective.

Sub—Pools Common and joint costs along with overhead
costs are further accumulated in various cost
groupings (sub-pools) . Examples include:

o salary—related costs (also known as
fringes)

o compensated absences (i.e., non—

Date Page
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COST POOLING AND COST ASSIGNMENT

productive pay)

building costs

• technology costs

• general and administrative overhead

• construction overhead

COST ASSIGNMENT The AN? System pools and allocates costs at
each level on a legal entity basis. That is,
the costs incurred by one company do not
affect the level of costs allocated by
another company. Separate books and records
are maintained for each company.

All companies assign direct costs on a 100%
basis while common or joint costs are
assigned or charged to multiple cost
objectives in accordance with the relative
benefits received or by other equitable
means. Overhead costs are charged using
relatable, cost—causative factors such as
labor dollars, and total cost input.

Date Page
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ACCOUNT DESIGNATIONS (Regulated, Non-
Regulated and Joint)

SUMMARY As required by the Commonwealth of Kentucky’s
House Bill No. 897 [Section 4(f)], the Cost
Allocation Manual (CAM) maintained by the
electric utility must provide a report that
identifies whether the costs contained in
each account for sub—account) of the Uniform
System of Accounts (i.e., the USoA) are
attributable to regulated operations, non—
regulated operations, or are joint costs in
nature. A description of the methodology
used to apportion the costs shall also be
included. The allocation methodology must be
consistent with the provisions of Section 3
of House Bill No. 897.

While this document has been prepared
primarily to satisfy Kentucky’s CAM
requirement, the account designations
included in the accompanying chart also apply
to AEP’s other electric utilities.

ACCOUNT DESIGNATIONS The chart which begins on the following page
identifies those US0A operation and
maintenance accounts that are considered to
be regulated, non—regulated or joint. The
chart pertains to all of ASP’s regulated
utilities to the extent that they use each
account. As generation becomes deregulated
in certain state jurisdictions, the accounts
for power production expenses will become
non—regulated.

COST ALLOCATION To the extent possible, costs are charged
directly to either regulated or non—regulated
operations as appropriate. Those “joint”
costs that can not be directly charged are
allocated between regulated and non—regulated
operations based on the nature of the cost,
using the appropriate allocation basis from
the List of Approved Allocation Factors used
for Service Company billings.

Date
PageSeptember 10, 2009
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ACCOUNT DESIGNATIONS (Regulated, Non-
Regulated and Joint)

CHART
FERC Non

ccount Description Reg. Reg. Joint

Power Production Expenses

500.0 Oper Supervision & No No Yes
Engineering

501.0 Fuel No No Yes
502.0 Steam Expenses No No Yes
503.0 Steam from Other Sources No No Yes
504.0 Steam Transferred-Credit No No Yes
505.0 Electric Expenses No No Yes
506.0 Misc Steam Power Expenses No No Yes
507.0 Rents No No Yes
508.0 Oper Supplies and Expenses No No Yes
509.0 Allowances No No Yes
510.0 Maint Supv & Engineering No No Yes
511.0 Maintenance of Structures No No Yes
512.0 Maintenance of Boiler Plant No No Yes
513.0 Maintenance of Electric No No Yes

Plant
514.0 Maintenance of Misc Steam No No Yes

Plt
515.0 Maintenance of Steam No No Yes

Production Plant
517.0 Oper Supervision & No No Yes

Engineering
518.0 Nuclear Fuel Expense No No Yes
519.0 Coolants and Water No No Yes
520.0 Steam Expenses No No Yes
521.0 Steam from Other Sources No No Yes
522.0 Steam Transferred—Credit No No Yes
523.0 Electric Expenses No No Yes
524.0 Misc Nuclear Power Expenses No No Yes
525.0 Rents No No Yes
528.0 Maintenance Supervision and No No Yes

engineering
529.0 Maintenance of Structures No No Yes
530.0 Maintenance of Reactor No No Yes

Plant Equipment
531.0 Maintenance of Electric No No Yes

Plant
532.0 Maintenance of Misc Nuclear No No Yes

Plant
535.0 Operation Supervision and No No Yes

Engineering
536.0 Water for Power No No Yes
537.0 Hydraulic Expenses No No Yes

Date Page
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FERC on

ccount Description Reg. Reg. Joint

Power Production Expenses fCont’d)

538.0 Electric Expenses No No Yes
539.0 Misc Hydr Power Generation No No Yes

Exp
540.0 Rents No No Yes
540.1 Operation Supplies and No No Yes

Expenses
541.0 Maintenance Supervision and No No Yes

Engineering
542.0 Maintenance of Structures No No Yes
543.0 Maintenance of Reservoirs, No No Yes

Dams and Waterways
544.0 Maintenance of Electric No No Yes

Plant
545.0 Maintenance of Misc No No Yes

Hydraulic Plant
545.1 Maintenance of Hydraulic No No Yes

Production Plant
546.0 Operation Supervision and No No Yes

Engineering
547.0 Fuel No No Yes
548.0 Generation Expenses No No Yes
549.0 Misc 0th Pwr Gen — Gas No No Yes

Turbine
550.0 Rents No No Yes
550.1 Operation supplies and No No Yes

expenses
551.0 Maint Supv & Engineering No No Yes
552.0 Maintenance of Structures No No Yes
553.0 Maintenance of Generating No No Yes

and Electric Plant
554.0 Maintenance of Misc Other No No Yes

Power Generation Plant
554.1 Maintenance of Other Power No No Yes

Production Plant
555.0 Purchased Power No No Yes
556.0 Sys Control & Load No No Yes

Dispatching
557.0 Other Expenses No No Yes

Transmission Expenses

560.0 Oper Supervision & Yes No No
Engineering

561.1 Load Dispatch-—Reliability Yes No No
561.2 Load dispatch—Monitor and Yes No No

Date I
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FERC Non

ccount Description Reg. Reg. Joint

operate transmission system
561.3 Load dispatch—Transmission Yes No No

service and scheduling
561.4 Scheduling system control No No Yes

and dispatch services
561.5 Reliability planning and Yes No No

standards development
561.6 Transmission service Yes No No

studies
561.7 Generation interconnection Yes No No

studies
561.8 Reliability planning and Yes No No

standards development
services

562.0 Station Expenses Yes No No
563.0 Overhead Line Expenses Yes No No
564.0 Underground Line Expenses Yes No No
565.0 Transmssion of Elect by Yes No No

Others
566.0 Misc Transmission Expenses Yes No No
567.0 Rents Yes No No
567.1 Operation Supplies and Yes No No

Expenses
568.0 Maint Supv & Engineering Yes No No
569.0 Maintenance of Structures Yes No No
569.1 Maintenance of computer Yes No No

hardware
569.2 Maintenance of computer Yes No No

software
569.3 Maintenance of Yes No No

communication equipment
569.4 Maintenance of Yes No No

miscellaneous regional
transmission plant

570.0 Maint of Station Equipment Yes No No
571.0 Maintenance of Overhead Yes No No

Lines
572.0 Maint of Underground Lines Yes No No
573.0 Maint of Misc Transmssion Yes No No

Plt
574.0 Maintenance of Transmssion Yes No No

Plant

Regional Market Expenses
575.1 Operation Supervision Yes No No

Date
September 10, 2009
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market facilitation
575.3 Transmission rights market Yes No No

facilitation
575.4 Capacity market Yes No No

facilitation
575.5 Ancillary services market Yes No No

facilitation
575.6 Market monitoring and Yes No No

compliance
575.7 Market facilitation, Yes No No

monitoring and compliance
services

-

575.8 Rents Yes No No
576.1 Maintenance of structures Yes No No

and improvements
576.2 Maintenance of computer Yes No No

hardware
576.3 Maintenance of computer Yes No No

software
576.4 Maintenance of Yes No No

communication equipment
576.5 Maintenance of

miscellaneous market
operation plant

Distribution Expenses

580.0 Oper Supervision & Yes No No
Engineering

581.0 Load Dispatching Yes No No
581.1 Line and Station Expense Yes No No
582.0 Station Expenses Yes No No
583.0 Overhead Line Expenses Yes No No
584.0 Underground Line Expenses Yes No No
585.0 Street Lighting & Signal Yes No No

Sys Exp
586.0 Meter Expenses Yes No No
587.0 Customer Installations Exp Yes No No
588.0 Miscellaneous Distribution Yes No No

Exp
589.0 Rents Yes No No
590.0 Maint Supv & Engineering Yes No No
591.0 Maintenance of Structures Yes No No
592.0 Maint of Station Equipment Yes No No
592.1 Maintenance of Structures Yes No No

and Equipment
593.0 Maintenance of Overhead Yes No No

Date Page
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Lines
594.0 Maint of Underground Lines Yes No No
594.1 Maintenance of Lines Yes No No
595.0 Maint of Line Transformers Yes No ND

Distribution Expenses (Cont’d)

596.0 Maint of Street Lighting & Yes No No
Signal Systems

597.0 Maintenance of Meters Yes No No

598.0 Maint of Misc Distribution Yes No No
Pit

Customer Accounts Expenses

901.0 Supervision - Customer Yes No No
Accts

902.0 Meter Reading Expenses Yes No No
903.0 Cust Records & Collection Yes No No

Exp
904.0 Uncoilectible Accounts Yes No No
905.0 Misc Customer Accounts Exp Yes No No

Customer Services and Informational Expenses

907.0 Supervision — Customer Yes No No
Service

908.0 Customer Assistance Yes No No
Expenses

909.0 Information & Instruct Yes No No
Advertising Exp

910.0 Misc Cust Svc & Yes No No
Informational Exp

Sales Expenses

911.0 Supervision — Sales Yes No No
Expenses

912.0 Demonstrating & Selling Exp Yes No No
913.0 Advertising Expenses Yes No No
916.0 Miscellaneous Sales Yes No No

Expenses

Administrative and General Expenses
920.0 Administrative & Den EThb No Yes

Salaries
921.0 Office Supplies and No No Yes

Date
Page
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Expenses
923.0 Outside Services Employed No No Yes
924.0 Property Insurance No No Yes
925.0 Injuries and Damages No No Yes
926.0 Employee Pensions & No No Yes

Benefits
928.0 Regulatory Commission Exp No No Yes
930.1 General Advertising No No Yes

Expenses
930.2 Misc General Expenses No No Yes
931.0 Rents No No Yes
935.0 Maintenance of General No No Yes

Plant

Date
PageSeptember 10, 2009

7



KPSC Case No. 2013-00197
Section lI--Application
Exhibit A

AMERICAN Pa e 67 of 296
ELECTRIC Document
POWER Number 02-03-0 1

Cost Allocaton Section

Manual Federal Regulation
Subject

OVERVIEW

SUMMARY Effective February 8, 2006, the Public
Utility Holding Company Act of 1935 was
repealed. Jurisdiction over certain holding
company related activities has been
transferred to the Federal Energy Regulatory
Commission under the Public Utility Holding
Company Act of 2005.

FERC REGULATION The business of transmitting and selling
electric energy in interstate commerce is
regulated through Part II of the Federal
Power Act.

02—03—02

Date Page
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FERC Regulation

SUMMARY The transmission of electric energy in
interstate coimrierce and the sale of electric
energy at wholesale in interstate commerce is
regulated by the Federal Energy Regulatory
Commission (FERC) under the Federal Power
Act.

PUHCA 2005 The Energy Policy Act of 2005 repealed the
Public Utility Holding Company Act of 1935
effective February 8, 2006 and replaced it
with the Public Utility Holding Company Act
of 2005. With the repeal of PUHCA 1935, the
Securities and Exchange Commission no longer
has jurisdiction over the activities of
registered holding companies. Jurisdiction
over certain holding company related
activities has been transferred to the
Federal Energy Regulatory Commission.
Specifically, FERC has jurisdiction over the
issuances of securities of our public utility
subsidiaries, the acquisition of securities
of utilities, the acquisition or sale of
certain utility assets, and mergers with
another electric utility or holding company.
In addition, both FERC and state regulators
will be permitted to review the books and
records of any company within a holding
company system. FERC also has jurisdiction
over certain affiliate transactions. As part
of the implementation of the Public Utility
Holding Company Act of 2005, FERC has adopted
rules addressing these various issues. The
pertinent rules may be found at 18 C.F.R.
Part 366.

Date Page
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OVERVIEW

SUMMARY ASP’s state commissions have established
certain rules and requirements relative to
affiliate transactions. The requirements
generally fall into four broad categories:

o they need to maintain a cost
allocation manual or other
documentation

o transfer pricing rules
o reporting requirements

• audit requirements.

ARKANSAS Arkansas requirements can be found in
Arkansas Public Service Commission Order 7 of
Docket 06—1l2—R, dated May 25, 2007.

02—04—02

INDIANA Indiana’s requirements can be found in the
Indiana Code as well as various orders of the
Indiana Utility Regulatory Commission.

02-04—03

KENTUCKY Kentucky’s requirements are contained in
Kentucky Revised Statutes fKRS) 278.2201 thru
278.2219; Kentucky Public Service Commission
Regulation 8O7KAR 5:080 and in various orders
of the Kentucky Public Service Commission.

02—04—04

LOUISIANA Louisiana’s requirements can be found in the
Louisiana Public Service Commission’s Order
No. U—23327, dated September 16, 1999,
subject to the conditions set forth in the
Stipulation and Settlement attached as
Appendix A to the Order.

02-04—05

MICHIGAN Michigan’s requirements are contained in

Date
PageJuly 13, 2009
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OVERVIEW

various orders of the Michigan Public Service

Commission, including its Order Approving

Settlement Agreement dated December 16, 1999,
in Case No. U-12204, and its Opinion and
Order, dated December 4, 2000, in Case No. U—
12134.

02—04—06

OHIO Ohio’s requirements are captured in the
corporate separation rules adopted by the
Public Utilities Commission of Ohio in Case
No. 99—1141—EL-ORD, as amended in Case Nos.
04-48—EL-ORD and 08—777 — EL — ORD, and in
various orders of the Commission.

02—04—07

OKLAHOMA Oklahoma’s requirements are focused on the
Oklahoma Corporation Commission’s ability to
access the books and records of Public
Service Corporation of Oklahoma and its AEP
affiliates as stated in the Stipulation,

dated as of April 16, 1999, in Cause No. PUD
980000444.

02-04—08

TENNESSEE Tennessee has no specific rules and
requirements applicable to cost allocations
and affiliate transactions.

02—04—09

TEXAS Texas’ requirements to a large degree are
contained in §36.058 of the Texas Public
Utility Regulatory Act and the rules of the
Public Utility Commission of Texas.

02—04—10

VIRGINIA Virginia’s requirements can be found in the

Date Page
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Code of Virginia and in the regulations and
in orders of the Virginia State Corporation
Commission.

02—04—11

WEST VIRGINIA West Virginia’s requirements can be found in
the West Virginia Code and in orders of the
Public Service Commission of West Virginia.

02—04—12
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SUMMARY The Arkansas Public Service Commission
adopted Affiliate Transaction Rules May 25,
2007. The purpose of the rules is to ensure
that all transactions among or between a
public utility and any affiliates or
divisions do not result in rates which are
unreasonable and in violation of Arkansas
statutes; to ensure that the rates charged by
public utilities do not provide any subsidy
to affiliates or divisions of the public
utility which are involved in non—utility
activities or which provide services to the
public utility; to prevent anti—competitive
behavior, and market manipulation or market
power; and to prevent financial risk to rate—
regulated public utility operations which may
arise from business endeavors of an
unregulated affiliate.

The following summarizes the Affiliate
Transaction Rules as adopted.

DOCUMENTATION REQUIRE- The Commission’s documentation requirements
MENTS applicable to affiliate transactions are

provided in the table below:

SUBJECT REQUIRENENT
Record A public utility is to keep
Keeping books and records separately
Rule IV from the books and records of

its affiliates and to
maintain such books and
records in accordance with
applicable rules and orders
of the Commission, and with
Generally Accepted Accounting
Principles as amended.

Such books and records shall
contain all information

Date
PageAugust 6, 2007
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SUBJECT REQUIREMENT
necessary to identify all
affiliate transactions in
which a public utility
participated; and identify
and allocate or impute all
revenues and costs (both
direct and indirect)
associated with all such
affiliate transactions.

Upon the creation of a new
affiliate that will
participate with a public
utility, the utility shall,
no later than 60 days after
the creation of the
affiliate, notify the
Commission by letter to the
Secretary of the Commission
of the creation of the new
affiliate, and the notice
shall include an explanation
of how the public utility
will implement these rules
with respect to the new
affiliate.

Each public utility shall
maintain, for at least five
years, records of each
affiliate transaction in
which it participated and the
records shall:

a. be made
contemporaneous].y with
each affiliate
transaction;

b. be in a readily
retrievable format; and

c. include, for each
affiliate transaction:

______________

1. identify_of_the

Date Page
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SUBJECT REQUIPENENT
affiliate;

2. commencement and
termination dates
of the transaction;

3. description of the
affiliate
transaction,
including the
nature and quantity
of value provided
and received;

4. the dollar amount
of the transaction
and the manner in
which such dollar
amount was
calculated;

5. all other terms of
the transaction;

6. the direct and
indirect costs
associated with the
transaction,
including any
allocation formula
used to attribute
indirect costs;

7. all information
necessary to verify
compliance with the
rules and the
accuracy of amounts
stated, i.e.
invoices, vouchers,
communications,
journal entries,
workpapers,
information
supporting the
price of each
transaction,

______________

including but not
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SUBJECT REQUIRENENT

limited to the cost
and allocation
method of the
transaction and
when the cost was
the result of a
competitive bidding
process, the market
price and basis for
the market price;

8. be summarized and
filed with the
Commission as part
of the annual
report. Unless
otherwise ordered
by the Commission,
a copy of FERC Form
60, Annual Report
of Centralized
Service Companies,

_______________

may be filed.
Each public utility shall
file contemporaneously with
its annual report a summary
report indicating the
aggregate dollar amount of
all transactions described in
Rule III.G. (1), (2), (3), and
(4) which the utility has
conducted with each utility,
including the name of each

_______________

such affiliate.
Each public utility is to
maintain, update annually,
train its employees in, and
(within 120 days following
the effectiveness of these
rules, and thereafter, to the
extent of material changes,
in each annual report) file
with the Commission, written

Date Pace
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SUBJECT REQUIPEJ4ENT
procedures which ensure
compliance with the rules,
such procedures shall
include, at a minimum:

a. all internal rules,
practices, financial
record keeping
requirements, and other
policies governing
affiliate transactions
among or between the
public utility and its
affiliates;

b. the names and addresses
of all the public
utility’s affiliates;

c. an organizational chart
depicting the ownership
relationships between
the public utility and
those affiliates that
participate in affiliate
transactions with the
public utility;

d. a description of the
types of assets, goods
and services provided in
any existing affiliate
transaction lasting more
than one year; and

e. a cost allocation manual
or other description of
the method used to
determine compensation
in affiliate
transactions

Commission The Commission shall have
Access access to all books and

records of a public utility
and its affiliate to the
extent such access is
relevant to determining

Date IPage
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SUBJECT REQUIREMENT
compliance with all
applicable Arkansas statutes
and rules or establishing
rates subject to the
Commission’s jurisdiction.

ALLOCATION OF COSTS The Commission’s rules for the allocation of
AND REVENUES certain costs and revenues related to

affiliate transactions are provided in the
table below:

SUBJECT REQUIREMENTS
Affiliate Except as provided otherwise
Financial in the Rules or in other
Transactions applicable law, a public
Rule IV utility shall not engage in

any affiliate transaction in
which the public utility:

1. provides to or shares
with any affiliate any
financial resource or
financial benefit,
including, but not
limited to any loan,
extension of credit,
guarantee or assumption
of debt,
indemnification, pledge
of collateral; or
encumbrance of or
restriction on the
disposition of any
public utility; or

2. incurs any debt for
purposes of investing
in, or otherwise
supporting, any business
other than the provision
of public utility
service in Arkansas.

Date
PageAugust 6, 2007
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SUBJECT REQUIRENENTS

A public utility may obtain
financial resources from an
affiliate for public utility
purposes, provided that the
cost to the public utility of
such financial resource does
not exceed the lower of
market price or the
affiliate’s fully allocated
cost.
This part of the rule shall
not apply to or prohibit any
of the following unless the
Commission finds, after
notice and hearing, unless
waived by the parties, and
consistent with applicable
law, that the arrangement is
not consistent with the
purposes of the rules:

1. An inter-affiliate
financial transaction
integral to an affiliate
transaction for goods or
services to and
consistent with Rule V
(Affiliate Transactions
Other than Financial
Transactions);

2. Payment of dividends by
a public utility to
affiliates that own
stock in such public
utility;

3. Transactions in
connection with the
factoring of accounts
receivable, the creation
and use of special
purpose financing
entities, and the

Date
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SUBJECT REQUIREMENTS
creation and use of
money pool or cash
management arrangements,
subject to safeguards to
prevent cross—
subsidization and
unauthorized pledges or
encumbrances of public
utility assets;

4. Any loan, extension of
credit, guarantee,
assumption of debt,
restriction on
disposition of assets,
indemnification,
investment, or pledge of
assets by public utility
for the purpose of
supporting the utility
related business
activities of an
affiliate;

5. Any debt incurred by a
public utility,
including debt that
imposes any encumbrance
on, or any restriction
placed on the
disposition of any
assets of, the public
utility for the purpose
of supporting the
utility related business
activities of an
affiliate;

6. Receipt by a public
utility of capital
contributions or
proceeds from the sale
of common stock to its
parent holding company;

_____________

7. Receipt by a public

Date
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SUB3ECT REQUIREMENTS

utility of financial
resources from an
affiliate for any non
public utility purpose,
provided that the cost
to the public utility of
such resources shall not
be recovered from the
public utility’s
customers in Arkansas;

8. Any financing
arrangement involving a
public utility and any
affiliate that was in
existence as of the
effective date of the
rules; provided that the
public utility files
with the Commission a
description of each such
arrangement involving a
public utility and any
affiliate having an
annual value or amount
in excess of $350,000
and such filing is
received within 120 days
of the effective date of
the rules;

9. Any other affiliate
transaction proposed by
a public utility,
provided that the public
utility first files with
the Commission an
application for approval
of such proposed
affiliate financial
transaction including a
detailed description
thereof and any relevant
supporting

Date Page
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SUBJECT REQUIREMENTS
documentation, and the
Commission finds, after
notice and hearing,
unless waived by the
partied, on such
application, that the
proposed affiliate
financial transaction is
consistent with the
purposes of the rules.

Affiliate With respect to an affiliate
Transactions transaction involving assets,
other than goods, services, information
Financial having competitive value, or
Transactions personnel, a public utility
Rule V shall not:

1. receive anything of
value, unless the
compensation paid by the
public utility does not
exceed the lower of
market price of fully
allocated cost of the
item received; and,

2. provide anything of
value, unless the
compensation received by
the public utility is no
less than the higher of
market price or fully
allocated cost of the
item provided.

This rule shall not apply to:
1. exchanges of information

(a) necessary to the
reliable provision of
public utility service
by a public utility,
provided such exchange
occurs consistently with
guidelines published by

Date
Page

August 6, 2007
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SUBJECT PEQUIRENENTS
the utility and applied
equally to affiliates
and non—affiliates; fb)

required by or necessary
to comply with federal
statutes or regulations;
or (c)between or among a
public utility, its
parent holding company, a
service company and any
affiliated rate—regulated
utility in another State.

2. The provision of shared
corporate support services,
at fully allocated cost,
between or among a public
utility and any affiliate,
including a service company.

3. The provision, at fully
allocated cost, of assets,
goods, services, or personnel
between or among a public
utility and a affiliated rate—
regulated utility in another
State.

4.The provision of assets,
goods, services, information
having competitive value, or
personnel, at a price
determined by competitive
bidding or pursuant to a
regulatory filed or approved
tariff or contract.

5. Any other affiliate
transaction proposed by a
public utility to be exempted
from the rule provided that

_______________

the public utility first

Date Page
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SUBJECT REQUIRENENTS

files with the Commssion an
application for an exemption
of such proposed affiliate
transaction from the
requirements of the rule,
including a detailed
description of the proposed
transaction and any relevant
supporting documentation, and
the Commission finds, after
notice and hearing, that the
exemption is consistent with
the purposes of the rules.

COMPLIANCE The Commission’s compliance requirements
REQUIRIEMENTS applicable to the affiliate transactions are

provided in the table below:

SUBJECT PEQUIRENENT
Annual No later than June 1 of each
Certification year, each public utility

shall file with the
Commission a notice, signed
by both the public utility’s
president or chief executive
officer and its chief
financial offices, certifying
the public utility’s
compliance with these rules
in the prior year; and other
annual information and
reports required under the
rules.

The Commission may at any
time initiate a proceeding
against a public utility to
determine whether a
reasonable basis exists that

Date Page
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SUBJECT REQUIRENT
the public utility is out of
compliance with the rules.
If the Commission, after
notice and hearing, makes
such determination, the
Commission may require the
public utility to engage an
independent accountant
which, at the public
utility’s election, may be
the accountant that regularly
audits the public utility’s
financial statements) to
conduct Agreed Upon
Procedures to review
identified accounting
entries, methods or
procedures used by the public
utility in connection with
these rules. A work plan
outlining such Agreed Upon
Procedures, together with
such letters or
acknowledgements as shall be
reasonably required by the
accountant in connection with
such engagement, shall be
developed by the public
utility and filed with the
Commission for approval.
Upon review of the
information provided by such
independent accountant after
undertaking, the Commission
may order the public utility
to make changes in its
accounting methods or
procedures found by the
Commission in to be
reasonably necessary to
ensure future compliance with
these Rules.

Date
Page
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OTHER REQUIREMENTS - Additional requirements applicable to
affiliate transactions are provided in the
table below:

SUBJECT REQUIREMENT
Bond Rating This rule applies to any
Downgrades public utility that has a
Rule VII separate, stand—alone bond

rating by Standard and Poor’s
or Moody’s, and that has
affiliates, other than utility
related businesses, with
assets whose total book value
exceeds ten percent of the
book value of the public
utility’s assets.

If a public utility’s bond
ratings are downgraded to a
Standard and Poor’s rating of
33+ or lower, or to a Moody’s
rating of 3a1 or lower, such
utility shall notify the
Commission within 30 days of
such downgrading. The public
utility will provide the
Commission a copy of publicly
released information about
such rating downgrade and such
other information as the
Commission requests.

If the Commission finds, after
notice and opportunity for
hearing, that the public
utility’s downgrade would not
have occurred but for one or
more relationships between
such public utility and one or

______________

more affiliates, then the

Date Page
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Commission may impose remedies
designed to insulate the
public utility and its
customers from any diminution

in the public utility’s
ability to carry out its
obligation to serve at
reasonable rates.

Utility A public utility shall not
Ownership of engage in a non-utility

Non—utility business other than a utility

Business related business if the total

Rule VIII book value of the non-utility
assets owned by the utility
exceeds 10 percent of the book
value of the total assets of
the public utility and all its
affiliates.

This rule does not apply to or
prohibit a public utility or
any affiliate thereof from
continuing to engage in any
non—utility business existing
as of the effective date of
these rules; provided the
public utility files with the
commission a description of
such non—utility business
existing as of the effective
date of these rules and such
filing is received within 120
days of the effective date of
these rules.

Each public utility or its
public utility holding company
shall file an annual report
with the Commission in
accordance with the rules that
includes:

1. a certification by the

______________

president of the public
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utility that the public
utility is in compliance
with this section ;and

2. all financial information
necessary for the
Commission to determine
the utility is complying
with the requirements of
the rules.

EXEMPTIONS Any utility may petition for
Rule XI exemption from any of the

rules on the basis that
application of the rule would
not be in the public interest.

Any existing financial
arrangements, provision of
corporate services or other
affiliate relationship which
could be deemed to be in
violation of these rules will
be allowed to continue for a
period of one year from
adoption of these rules in
order to allow the utilities
involved to seek an exemption
from the application of these
rules for those existing
circumstances

MISCELLANEOUS The costs of any affiliate
Rule X transaction found to be

inconsistent with these rules
shall be adjusted in a
ratemaking proceeding to be
consistent with these rules.
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SUMMARY Indiana’s rules and requirements applicable to
cost allocations and affiliate transactions can
be found in the Indiana Code and in the Indiana
Utility Regulatory Commission’s (the IURC’s, or
the Commission’s) order, dated April 26, 1999,
in Cause No. 41210, including the Stipulation
and Settlement Agreement which is attached to
the order as Exhibit A, as well as other orders
of the Commission.

Cause No. 41210 covers the IURC’s investigation
of the proposed merger of American Electric
Power Company, Inc. and Central and South West
Corporation. Section 8 of the Stipulation and
Settlement Agreement provides for Affiliate
Standards between the regulated and non—
regulated affiliates of the merged company.

DOCUMENTATION REQUIRE- The IURC’s documentation requirements for
MENTS affiliate transactions are captured in the

following table:

SUBJECT REQUIREMENT

Separate Books Each AEP Operating Company
and Records shall maintain, in

accordance with generally
accepted accounting
principles, books, records
and accounts that are
separate from the books,
records and accounts of its
affiliates, consistent with
Part 101 — Uniform System of
Accounts prescribed for
Public Utilities and
Licensees subject to the
provisions of the Federal

_______________

Power Act. [Section 8.B.]

Cost An AEP operating company
Allocation which provides both

Date Page
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SUB,3ECT REQUIREMENT
Documentation regulated and non—regulated

services or products, or an
affiliate which provides
services or products to an
AEP operating company, shall
maintain documentation in
the form of written
agreements, an organization
chart of AEP (depicting all
affiliates and AEP operating
companies), accounting
bulletins, procedure and
work order manuals, or other
related documents, which
describe how costs are
allocated between regulated
and non—regulated services

_____________

or products.[Section 8.?.]
Employee AEP shall document all
Movements employee movement between

and among all affiliates.
Such information shall be
made available to the IURC
and consumer advocate upon

_______________

request. [Section 8. G.]
Itemized Any untariffed, non—utility
Billing service provided by an AEP
Statements operating company or

affiliated service company
to any affiliate shall be
itemized in a billing
statement pursuant to a
written contract or written
arrangement. The AEP
operating company and any
affiliated service company
shall maintain and keep
available for inspection by

Itemized the Commission copies of
Billing each billing statement,

Date Page
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SVBg3ECT REQUIRENT
Statements contract and arrangement
(Cont’d) between the ASP operating

company or affiliated
service company and its
affiliates that relate to
the provision of such
untariffed non—utility
services. [Section 8.E.]

Goods and services provided
by a non—utility affiliate
to an AEP operating company
shall be by itemized billing
statement pursuant to a
written contract or written
arrangement. The operating
company and non-utility
affiliate shall maintain and
keep available for
inspection by the
Commission copies of each
billing statement, contract
and arrangement between the
operating company and its
non—utility affiliates that
relate to the provision of
such goods and services in
accordance with the
Commission’ s applicable
retention requirements.

_______________

[Section 8.F.]
[Source: Stipulation and Settlement Agreement
in Cause No. 41210]

TRANSFER PRICING Transactions between the regulated electric
utility and its affiliates shall adhere to the
affiliate standards included in the following
table:

SVB3ECT REQUIREMENT
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SUBJECT REQUIREMENT
Guiding The financial policies and
Principles guidelines for transactions

between the regulated
utility and its affiliates
shall reflect the following
principles:

1. An ASP operating
company’s retail
customers shall not
subsidize the activities
of the operating
company’ s non-utility
affiliates or its utility
affiliates. [Section
8 .A. 1.]

2. An ASP operating
company’s costs for
jurisdictional rate
purposes shall reflect
only those costs
attributable to its
jurisdictional customers.
[Section 8.A.2.]

3. These principles shall be
applied to avoid costs
found to be just and
reasonable for ratemaking
purposes by the
Commission being left
unallocated or stranded
between various
regulatory jurisdictions,
resulting in the failure
of the opportunity for
timely recovery of such
costs by the operating
company and/or its
utility affiliates;

Guiding provided, however, that
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SUBJECT REQUIREMENT
Principles no more than one hundred
(Cont’d) percent of such cost

shall be allocated on an
aggregate basis to the
various jurisdictions.
[Section 8.A..3.]

4.An AEP operating company
shall maintain and
utilize accounting
systems and records that
identify and appro
priately allocate costs
between the operating
company and its
affiliates, consistent
with these cross—
subsidization principles
and such financial
policies and guidelines.
[Section 8.A.4.]

Asset Asset transfers between an
Transfers ASP operating company and a

non-utility affiliate shall
be at fully distributed
costs in accordance with
current SEC issued
requirements or other
statutory requirements if
the SEC has no
jurisdiction. [Section
8.C.]

[Source: Stipulation and Settlement Agreement
in Cause No. 41210]

REPORTING REQUIREMENTS The Stipulation and Settlement Agreement in
Cause No. 41210 provides in part that the IURC
may establish reporting requirements regarding
the nature of inter—company transactions
concerning the operating company and a

Page
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description of the basis upon which
cost allocations and transfer pricing have
been established in these transactions.
[Section 8.W.]

AUDIT REQUIREMENTS According to the provisions of the Stipulation
and Settlement Agreement, an AEP operating
company shall record all transactions with its
affiliates, whether direct or indirect. Also,
an AEP operating
company and its affiliates shall maintain
sufficient records to allow for an audit of
the transactions involving the operating
company and its affiliates. [Section 8.C.]

furthermore, AEP shall contract with an
independent auditor who shall conduct biennial
audits for eight years after merger
consummation of affiliated transactions to
determine compliance with the affiliate
standards contained in the Stipulation and
Settlement Agreement. The results of such
audits shall be filed with the Commission.
[Section 8.V.]

Prior to the initial audit, ASP will conduct an
informational meeting with the Commission
regarding how its affiliates and affiliate
transactions will or have changed as a result
of the merger. [Section 8.V.J

The Stipulation and Settlement Agreement
approved by the Commission in Cause No. 41094
states that I&M may be subject, no more than
once annually, to an independent audit of all
matters deemed relevant to retail rates and
which relate, directly, or indirectly to
transactions or [asset] transfers between
I&M and AEPC.

OTHER REQUIREMENTS The Stipulation and Settlement Agreement
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contains other requirements related to
affiliate transactions some of which are listed
here:

• Thirty days prior to filing any affiliate
contract (including service agreements)
with the Securities and Exchange
Commission or the Federal Energy
Regulatory Commission the AEP operating
company shall submit to the Commission a
copy of the proposed filing. [Section 8.
T.J

• AEP will provide the Commission with
notice at least 30 days prior to any
filings that propose new allocation
factors with the SEC. [Section 6]

o AEP shall designate an employee who will
act as a contact for the Commission and
consumer advocates seeking data and
information regarding affiliate
transactions and personnel transfers.
Such employee shall be responsible for
providing data and information requested
by the Commission for any and all
transactions between the jurisdictional
operating company and its affiliates,
regardless of which affiliate(s),
subsidiary(ies) or associate(s) of the

OTHER REQUIREMENTS AEP operating company from which the
(Cont’d) information is sought. [Section 8.Q.]

The Indiana Code [58—1—2—49] states, in part,
that no management, construction,
engineering, or similar contract with any
affiliated interest shall be effective unless
it shall first have been filed with the
Commission. If it is found that any such
contract is not in the public interest, the
Commission, after investigation and a
hearing, is authorized to disapprove the
contract.
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SUMMARY Kentucky’s rules and requirements applicable

to cost allocations and affiliate

transactions are contained in Kentucky

Revised Statues, (KRS) 278.2201 thru

278.2219; Kentucky Public Service Commission

Regulation 8O7KAR 5:08 and in certain orders

of the Kentucky Public Service Commission

(the Commission)

CAM REQUIREMENTS The following table summarizes Kentucky’s

Cost Allocation Manual (CAM) requirements:

SUB3ECT REQUIREMENT

Summary Any utility that engages in

a non-regulated activity,

whose revenue exceeds 2% of

the utility’s total revenue

or $1,000,000 annually,

shall develop and maintain a

CAM. EKRS278.2203 (4) (a)]

“CAM” CAM means a cost allocation

Definition manual; that is, an indexed

compilation and
documentation of a company’s

cost allocation policies and

related procedures. EKRS
278.010 (20)]

Contents The CAM shall contain the
following information for a

utility’ s jurisdictional

operations in the
Commonwealth of Kentucky:

(a) A list of regulated and
non—regulated divisions

within the utility;

(b) A list of all regulated
and non-regulated
afilliaLes o ne
utility to which the
utility provides
services or products

and where the
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SVBJECT REQUIREMENT
affiliates provide non—
regulated activities as

Contents defined in [KRS278.2205
fCont’d) (2) (a) (b)];

fc) A list of services and
products provided by
the utility, an
identification of each
as regulated or non—
regulated, and the cost
allocation method
generally applicable to
each category;
[KR5278.2205 (2) (c)];

(U) A list of incidental,
non—regulated
activities that are
reported as regulated
activities in
accordance with the
provisions pf
[LR5278.2205 (2) (d)];

fe) A description of the
nature of transactions
between the utility and
the affiliate; and
[KRS278.2205 (2) (e)];

ff1 For each FERC account
and sub—account, a
report that identifies
whether the account
contains costs
attributable to
regulated operations
and non—regulated
operations. The report
shall also identify
whether the costs are
joint costs that cannot
be directly identified.

______________

A_description_of_the
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SUBJECT REQUIREMENT
methodology used to
apportion each of these

Contents costs shall be included
(Cont’d) and the allocation

methodology shall be
consistent with cost
allocation
methodologies set out
in KRS 278.2203.

[KR5278.2205 (2) (f)]
Filing Within 270 days of the
Requirements effective date of July 14,

2000, the utility shall
file:
(a) A statement with the

Commission that
certifies the CAM has
been developed and will
be adopted by manage
ment effective with the
beginning of the next
calendar year. The
statement shall be
signed by an officer of
the utility; and

(b) One copy of the CAM.
[KR5278.2205 (3) (a)—(b)]

Changes Within 60 days of any
material change in matters
required to be listed in the
CAM, the utility shall amend
the CAM to reflect the
change. [KRS278.2205 (4)]

Public The CAM shall be available
Inspection for public inspection at the

utility and at the Commiss
ion. [KR5278.2205 (5)]

Rate The CAM shall be filed as
Proceedings part of the initial filing

requirement in a proceeding
involving an application for

Date I
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SUBJECT REQUIREMENT
an adjustment in rates

Rate pursuant to KRS 278.190.
Proceedings EKRS278.2205(6)]
(Cont’_d)

TRANSFER PRICING KRS278.2207 thru KRS278.2219 contains very
specific instructions on the pricing of
assets, services and products transferred
between the utility and its affiliates, as
captured in the following table:

SUBJECT REQUIRE&IENT
Summary A utility shall not subsidize

a non-regulated activity
provided by an affiliate or
by the utility itself.
Utilities must keep separate
accounts and allocate costs
in accordance with procedures
established by the
Commission. [KRS278.2201]

Pricing The terms for transactions
Rules between a utility and its

affiliates shall be in
accordance with the
following:
(a) Services and products

provided to an affiliate
by the utility pursuant
to a tariff shall be at
the tariffed rate, with
nontariffed items priced
at the utility’s fully
distributed cost but in
no event less than
market, or in compliance
with the utility’s
existing United States
Department of
Agriculture (USDA),
Securities and Exchange
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SUBJECT REQUIREMENT

Pricing Commission (SEC), or
Rules Federal Energy Regula—
(Cont’d) tory Commission (fERC)

approved cost allocation
methodology.
[KRS278.2207 (1) (a)]

fb) Services and products
provided to the utility
by an affiliate shall be
priced at the
affiliate’s fully—
distributed cost but in
no event greater than
market or in compliance
with the utility’s
existing USDA, SEC, or
FERC approved cost
allocation methodology.
[KRS278.2207 (1) (6)]

NOTE: A utility may file an
application with the
commission requesting a
deviation from the
requirements of this section
for a particular transaction
or class of transactions.
The utility shall have the
burden of demonstrating that
the requested pricing is
reasonable. The commission
may grant the deviation if it
determines the deviation is
in the public interest.
Nothing in this section shall
be construed to interfere
with the commission’s
requirement to ensure fair,
just, and reasonable rates
for utility services.

____________

[1RS278.2219 92)]
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AFFILIATE TRANSACTION Kentucky Public Service Commission and the
Commission’s orders in Case REPORTING
REQUIREMENTS Nos. 97—309 and 99—149 contain
very specific reporting requirements for
affiliate transactions.

Regulation 807KAR5:080 In addition to the CAM reporting requirements
established by KRS 278.2201 thru 278.2219 as
noted above, PSC Regulation 807 KAR 5:080
requires the utility to inform the Commission
of new non—regulated activities begun by
itself or by the utility’s affiliate within a
timeframe to be established by the Commission
[KRS278.230 (3)]

Also, the Commission may require the utility
to file annual reports of information related
to affiliate transactions when necessary to
monitor compliance with the transaction
guidelines contained in KRS278.2205 [8O7KAR
5:080 Section 2]

Case 97—309 In Case 97—309 involving the approval of
affiliate transactions between KPCO and AEPC
(as outlined above), the Commission has
ordered KPCO to file an annual report that
lists all transactions with AEPC that
describes the parties involved, the assets
transferred, the services provided and the
transaction prices. The report should also
specify for each transaction whether the
price was based on cost or market and, if
market, how the market price was determined.

Case 99-149 The Commission’s order in Case No. 99-149,
dated June 14, 1999, related to the proposed
merger of American Electric Power Company,
Inc. (AEP) and Central and South West
Corporation established specific reporting
requirements for KPCO, its parent company

Date Page
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(i.e., ASP) and related subsidiaries. While
the Commission’s order in Case No. 99—149 has
been superseded by KRS 278.2201 thru
KR5278.2219 and Ky PSC Regulation
807KAR5:080, dated July 14, 2000, the
periodic reports required by the Commission’s
June 1999 order remain in effect. The
following table provides details of the
specific reporting requirements:

SUBJECT REQUIREMENT
Periodic 1. Annual financial
Reports [Case statements of AEP should
No. 99—149, be furnished to the
Page 101 Commission, including

consolidating
adjustments of ASP and
its subsidiaries with a
brief explanation of
each adjustment and all
periodic reports filed
with the SEC.

2. All subsidiaries should
prepare and have
available monthly and
annual financial
information required to
compile financial
statements and to comply
with other reporting
requirements.

3. The financial statements
for any non—consolidated
subsidiaries of ASP
should be furnished.

Annual Reports 1. A general description of
[Case No. 99— the nature of inter—
149, Page 11 company transactions
¶1,2] shall be provided with

specific identification
of major transactions,

Date I
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Annual Reports

tCase No. 99—
149, Page 11
¶1,2] (Cont’d)

REQUIRENT

and a description of the

basis upon which Cost
allocations and transfer
pricing have been
established. This
report should discuss
the use of the cost or
market standard for the
sale or transfer of
assets, the allocation
factors used, and the
procedures used to
determine these factors
if they are different
from the procedures used

in prior years.
2. A report that identifies

professional personnel
transferred from KPCO to
ASP or any of its non—
utility subsidiaries
shall be provided to the
Commission. This report
should include a
description of the
duties performed by the
employee while employed
by KPCO and to be
performed subsequent to
transfer.

3. AEP should file on an
annual basis a report
detailing KPCO’s
proportionate share of
ASP’s total operating
revenues, operating and
maintenance expenses, and
number of employees.

Page
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Special 1. ASP should file any

Reports [Case contracts or other
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SUBJECT

Pages 11—12]

of

REQUIREMENT

transfer of utility
assets or the pricing of
inter—company
transactions with the
Commission at the time
the transfer occurs.

2. AEP should also file the
following special
reports:

• An annual report
the number of
employees of AEP and
each subsidiary on the
basis of payroll
assignment.

o An annual report
containing years of
service at KPCO and
the salaries of
professional employees
transferred from KPC0
to AEP or its
subsidiaries filed in
conjunction with the
annual transfer of
employees report.

o An annual report of
cost allocation
factors in use,
supplemented upon
significant change.

o Summaries of any cost
allocation studies
when conducted and the
basis for the methods
used to determine the
cost allocation
effect.

o An annual report of
methods used to update

Page
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SUBJECT REQUIREMENT

or revise the cost
allocation factors in
use, supplemented upon
significant change.

Use of Where the same information

Existing sought in the above noted

Reports [Case reports has been filed with

No. 99—149, the SEC, FERC, or another

Page 12 ¶7] state regulatory
commission, AEP may provide
copies of those filings
rather than prepare
separate reports.
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SUMMARY Louisiana’s requirements applicable to cost
allocations and affiliate transactions are
contained in the Affiliate Transaction
Conditions that appear in Appendix A to the
Louisiana Public Service Commission’s (the
Commission’s) Order No. U-23327, dated
September 16, 1999, in the matter of the
proposed merger of American Electric Power
Company, Inc. (AEP) and Central and South
West Corporation.

DOCUMENTATION REQUIRE- The Commission’s documentation requirements
MENTS applicable to affiliate transactions, as

contained in the Affiliate Transaction
Conditions, are captured in the following
table:

SUBJECT REQUIRENT
Access to AEP and Southwestern Electric
Books and Power Company (SWEPCO, and
Records the Company) will provide the

Commission access to their
books and records, and to any
records of their subsidiaries
and affiliates that
reasonably relate to
regulatory concerns and that
affect SWEPCO’s cost of
service and/or revenue
requirement. [‘31 2]

Service For ratemaking and regulatory
Company reporting purposes, SWEPCO
Costs shall reflect the costs

assigned or allocated from
affiliate service companies
on the same basis as if
SWEPCO had incurred the costs
directly. This condition
shall not apply to book
accounting for affiliate
transactions. [‘31 11]

Date
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ALLOCATION OF COSTS The Commission’s requirements for the
allocation of certain costs and revenues, as
contained in the Affiliate Transaction
Conditions, are presented in the following

table:

SUBJECT REQUIRE1NT

Notification The Company shall submit in
of Changes in writing to the Commission

Cost any changes it proposes to
Allocation the System Agreement, the
Methodologies System Integration Agreement

and any other affiliate cost
allocation agreements or
methodologies that affect
the allocation or assignment
of costs to SWEPCO. The
written submission to the
Commission shall include a
description of the changes,
the reasons for such
changes, and an estimate of
the impact, on an annual
basis, of such changes on
SWEPCO’s regulated costs.
To the extent that any such
changes are filed with the
SEC or FERC, the Company
agrees to utilize its best
efforts to notify the
Commission at least 30 days
prior to those filings and
at least 90 days prior to
the proposed effective date
of those changes or as early
as reasonably practicable,
to allow the Commission a
timely opportunity to
respond to such filings. If
the documents to be filed
with the SEC or FERC are not

Date Page
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SUBJECT REQUIREMENT

Notification finalized 30 days prior to
of Changes in the filing, the information
Cost Alloca— required above may be
tion Method— provided by letter to the
ologies Commission with a copy of
(Cont’d) the SEC or FERC filing to be

provided as it is prepared.
The filing by the Company of
this information with the
Commission shall not
constitute acceptance of the
proposed changes, the
allocation or assignment
methodologies, or the
quantifications for

______________

ratemaking purposes. [I 12]
Revenue If an unregulated business
Allocation markets a product or service
Applicable to that was developed by SWEPCO
Product or or paid for by SWEPCO
Service directly or through an
Development affiliate, and the product

or service is actually used
by SWEPCO, all profits on
the sale of such product or
service (based on Louisiana
retail jurisdiction) shall
be split evenly between
SWEPCO, which was
responsible for or shared
the cost or developing the
product, and the unregulated
business responsible for
marketing the product or
service to third parties,
after deducting all
incremental costs associated
with making such product or
service available for sale,
including the direct cost of

________________

marketing such product or
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SUBJECT REQUIREMENT

Revenue service. However, in the

Allocation event that such product or

Applicable to service developed by SWEPCO

Product or to be used in its utility

Service business is not actually so

Development used, and subsequently is

(Cont’d) marketed by the unregulated
business to third parties,
SWEPCO shall be entitled to
recover all of its costs to
develop such product or
service before any such net

profits derived from its
marketing shall be so
divided. If SWEPCO jointly

develops such product or
service and shares the
development with other
entities, then the profits
to be so divided shall be
SWEPCO’s pro rata share of
such net profits based on
SWEPCO’s contribution to the

______________

development costs. [[ 14]

TRANSFER PRICING The Commission’s transfer pricing

requirements for affiliate transactions, as

contained in the Affiliate Transaction

Conditions, are presented in the following

table:

SUBJECT REQUIREMENT

Asset Purchases. Assets with a net

Transfers book value in excess of $1
million per transaction,
purchased by or transferred

to the regulated electric
utility (SWEPCO) from an
unregulated affiliate either
directly or indirectly
(through another affiliate),
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SUBJECT REQUIREMENT

Asset must be valued for purposes
Transfers of the Louisiana retail rate
(Cont’d) base (but not necessarily for

book accounting purposes) at
the lesser of the cost to the
originating entity and the
affiliated group (CSW or AEP)
or the fair market value,
unless otherwise authorized
by applicable Commission
rules, orders, or other
Commission requirements.

tI 4.a.]

Sales. Assets with a net book
value in excess of $1 million
per transaction, sold by or
transferred from the
regulated electric utility
(SWEPCO) to an unregulated
affiliate either directly or
indirectly (through another
affiliate), with the
exception of accounts
receivable sold by SWEPCO to
AEP Credit Inc., must be
valued for purposes of the
Louisiana retail rate base
(but not necessarily for book
accounting purposes) at the
greater of the cost to SWEPCO
or the fair market value,
unless otherwise authorized
by applicable Commission
rules, Orders, or other
Commission requirements.
[Cj( 4.b.]

Reporting. The Company shall
notify the Commission in

_______________

writing at least 90 days in

Date Page
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advance of a proposed
purchase, sale or transfer of
assets with a net book value
in excess of $1 million if
such proposed purchase, sale
or transfer is expected at
least 90 days before the
anticipated effective date of
the transaction. With the
notice, the Company shall
provide such information as
may be necessary to enable
the Commission Staff to
review the proposed
transaction, including,
without limitation, the
identity of the asset to be
transferred, the proposed
transferor and transferee,
the value at which the asset
will be transferred, the net
book value of the asset, and
the anticipated effect on
Louisiana retail customers.
When such a transaction
requires approval of a
federal agency, under no
circumstances shall such
notification be less than 60
days in advance or such
longer advance period as the
applicable federal agency
from time to time prescribe.
If not provided with the
initial notice, the Company
will provide the Commission
with a copy of its federal
filing at the same time it is
submitted to the federal
agency. [91 6]
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SUBJECT REQUIREMENT
Asset Burden of proof. Consistent
Transfers with Commission and legal
(Cont’d) precedents and Commission

General Orders, the Company
shall have the burden of
proof in any subsequent
ratemaking proceeding to
demonstrate that such
purchase, sale or transfer of
assets satisfies the
requirements of applicable
Commission and legal
precedent and Commission
General Orders, and will not
harm the ratepayers. [I 7]

Treatment of gains or losses.
The Commission reserves the
right, in accordance with
Commission and legal
precedents and Commission
General orders, to determine
the ratemaking treatment of
any gains or losses from the
sale or transfer of assets to

_______________

affiliates. [ 8]
Goods and Purchases. With the exception
Services of transactions between

SWEPCO and AEP Credit Inc.
and AEPSC, for goods and
services, including lease
costs, purchased by SWEPCO
from unregulated affiliates
either directly or indirectly
(through another affiliate),
SWEPCO agrees that it will
reflect the lower of cost or
fair market value in
operating expenses for
ratemaking purposes, unless

_______________

otherwise authorized by

Date Page
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SUBJECT REQUIREMENT

Goods and applicable Commission rules,

Services Orders, or other Commission

(Cont’d) requirements. [I 10]
Sales. For goods and
services, including lease
costs, sold by SWEPCO to
unregulated affiliates either
directly or indirectly
(through another affiliate),
SWEPCO agrees that it will
reflect the higher of cost or
fair value in operating
income (or as an offset to
operating expenses) for
ratemaking purposes, unless
otherwise authorized by
applicable Commission rules,
Orders, or other Commission
requirements (e.g.,
Commission—approved tariffed
rates) . [T 9]

REPORTING REQUIREMENTS The Commission has not established periodic
reporting requirements relative to affiliate
transactions other than those noted above in
connection with the notification of changes
in cost allocation methodologies and asset
transfers.

AUDIT REQUIREMENTS The Commission’s audit requirements
applicable to affiliate transactions, as
contained in the Affiliate Transaction
Conditions, are captured in the following
table:

SUJECT REQUIREMENT

Audits of AEP will cooperate with
Affiliate audits ordered by the
Transactions Commission of affiliate

transactions between SWEPCO
and other AEP affiliates,
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REQUIREMENT
including timely access to
the books and records and to
persons knowledgeable
regarding affiliate
transactions, and will
authorize and utilize its
best efforts to obtain
cooperation from its external
Auditor to make available the
audit workpapers covering
areas that affect the costs
and pricing of affiliate
transactions. {3J 3]
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OTHER REQUIREMENTS Other requirements of the Commission
applicable to affiliate transactions, as
contained in the Affiliate Transaction
Conditions, are presented in the following
table:

SUBJECT REQUIREMENT
Competitive SWEPCO or AEPSC on behalf of
Bidding SWEPCO may not make any non-

emergency procurement in
excess of $1 million per
transaction from an
unregulated affiliate other
than from AEPSC except
through a competitive bidding
process or as otherwise
authorized by the Commission.
Transactions involving the
Company and CSW Credit, Inc.
for its successor) for the
financing of accounts
receivables are exempt from
this condition. Records of
all such affiliate trans
actions must be maintained
until the Company’s next
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SUBJECT REQUIREMENT
Competitive comprehensive retail rate
Bidding review. In addition, at the
Cont’d) time of the next comprehen

sive rate review, all such
transactions that were not
competitively bid shall be
separately identified for the
Commission by the Company.
This identification shall
include all transactions
between the Company and AEPSC
in which AEPSC acquired the
goods or services from
another unregulated
affiliate. [[ 13]

Mandating of If retail access for SWEPCO
Retail Access La. is mandated by the
by the Commission, or through action
Commission by the Federal Energy

Regulatory Commission or
federal legislation, then
SWEPCO—La. shall have the
right to petition the
Commission for modification
to the terms of this merger
settlement, including the
affiliate transaction
conditions, that are made
necessary by the mandating of
retail access and its likely
impact on the retail rates at
SWEPCO-La. Any such petition
must establish the necessity
of the proposed modifications
and provide appropriate
protections to ensure that
the benefits of this merger
are preserved for SWEPCO-La.
regulated customers,
including merger savings and
the hold harmless provisions
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Mandating of
Retail Access
by the
Commission
(Cont’ d)

set forth herein. The
Commission will act upon the
petition in accordance with
its normal rules and
procedures. This paragraph
is not intended to limit
SWEPCO’s right to petition
the Commission in the event
that electric utility
unbundling or retail access
is ordered by a state
commission regulating
SWEPCO’s retail rates,
provided that SWEPCO must
comply with the requirements
set forth above in any such
petition. [T 17]

Date
April 8, 2008
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SUMMARY Michigan’s rules and requirements applicable
to cost allocations and affiliate
transactions are included in various orders
of the Michigan Public Service Commission
(the MPSC, or the Commission)

DOCUMENTATION REQUIRE- The MPSC’s documentation requirements for
MENTS affiliate transactions and cost allocations

can be found in the Settlement Agreement
approved by the Commission in its Opinion and
Order in Case No. U—12204 in the matter of
the proposed merger of American Electric
Power Company, Inc. and Central and South
West Corporation, and its Code of Conduct for
electric utilities and alternative electric
suppliers (Opinion and Order, dated December
4, 2000, in Case No.U—12134) with Redline
changes to October 29, 2001 Final Version.
The term “alternative electric suppliers” is
defined in MCL 460.lO.g, MSA 22.13(lOg).

The documentation requirements found in the
Settlement Agreement document are captured in
the following table:

SUBJECT REQUIREMENT
Separate Books Each AEP Operating Company
and Records shall maintain, in

accordance with generally
accepted accounting
principles, books, records
and accounts that are
separate from the books,
records and accounts of its
affiliates, consistent with
Part 101 — Uniform System of
Accounts prescribed for
Public Utilities and
Licensees subject to the
provisions of the Federal
Power Act, [Section 8.3.]

Date Page
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SUBJECT REQUIREMENT

Cost An ASP operating company

Allocation which provides both

Documentation regulated and non—regulated
services or products, or an

affiliate which provides
services or products to an
ASP operating company, shall

maintain documentation in
the form of written
agreements, an organization
chart of ASP (depicting all

affiliates and ASP operating

companies), accounting
bulletins, procedure and
work order manuals, or other

related documents, which
describe how costs are
allocated between regulated

and non—regulated services
or products. [Section 8.?.]

Employee ASP shall document all

Movements employee movement between

and among all affiliates.

Such information shall be
made available to the
Commission upon request.
[Section 8.G.J

Itemized Any untariffed, non-utility

Billing service provided by an AEP

Statements operating company or
affiliate service company to

any affiliate shall be
itemized in a billing
statement pursuant to
written contract or written
arrangement. The AEP
operating company and any
affiliated service company

shall maintain and keep
available for inspection by
the Commission copies of

Date IPage
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SUBJECT REQUIREMENT

Itemized each billing statement,

Billing contract and arrangement

Statements between the AEP operating

fcont’d) company or affiliated
service company and its
affiliates that relate to
the provision of such
untariffed non—utility
services. [Section 8.E.]

Goods and services provided
by a non—utility affiliate
to an AEP operating company
shall be by itemized billing
statement pursuant to a
written contract or written
arrangement. The operating
company and non-utility
affiliate shall maintain and
keep available for
inspection by the Commission
copies of each billing
statement, contract and
arrangement between the
operating company and its
non—utility affiliates that
relate to the provision of
such goods and services in
accordance with applicable
Commission retention

_______________

requirements. [Section 8.F.]

Code of Conduct The documentation requirements found in the

MPSC’s Code of Conduct document are captured

in the following table:

SUBJECT REQUIRE&ENT

Separate Books An electric utility or

and Records alternative electric
supplier shall maintain its

Date Page
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SUBJECT REQUIREMENT

Separate Books books and records separately
and Records from those of its affiliates
(Cont’d) or other entities within its

corporate structure. [
II.C.]

TRANSFER PRICING The MPSC’s transfer pricing requirements can
be found in the Settlement Agreement
document, it’s Code of Conduct for electric
utilities and alternative electric suppliers,
and the Company’s Code of Conduct compliance
plan on file with the Commission.

SETTLEMENT AGREEMENT The transfer pricing and related requirements
contained in the Settlement Agreement
document are captured in the following table:

SUBJECT REQUIREMENT

Guiding The financial policies and
Principles guidelines for transactions

between the regulated
utility and its affiliates
shall reflect the following
principles:

1. An AEP operating
company’s retail
customers shall not
subsidize the
activities of the
operating company’ s
non—utility affiliates
or its utility
affiliates. tSection
8 .A. 1.1

2. An AEP operating
company’s costs for
jurisdictional rate
purposes shall reflect

Guiding only those costs
Principles attributable to its

Date Page
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SUBJECT REQUIREMENT

(Cont’ d) jurisdictional
customers. [Section

8 .A. 2.]
3. An objective of these

principles shall be to

avoid costs found to
be just and reasonable

for ratemaking
purposes by the
Commission being left

unallocated or
stranded between

various regulatory
jurisdictions,
resulting in the
failure of the
opportunity for timely
recovery of such costs

by the operating
company and/or its
utility affiliates;
provided, however,
that no more than one

hundred percent of

such costs shall be
allocated on an
aggregate basis to the
various regulatory
jurisdictions.
[8.A.3.]

4. An AEP operating
company shall maintain

and utilize accounting

systems and records
that identify and
appropriately allocate

costs between the
operating company and
its affiliates,

Guiding consistent with these

Principles cross—subsidization

Date Page
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SUBJECT REQUIREMENT

(Cont’d) principles and such
financial policies and
guidelines. [Section
8 .A. 4.]

Code of Conduct The transfer pricing requirements contained
in the MPSC’s Code of Conduct document are
captured in the following table:

SUBJECT REQUIREMENT
Preferential An electric utility or
Treatment alternative electric

supplier that offers, itself
or through its affiliates,
both regulated and
unregulated service shall
not provide any affiliate or
other entity within its
corporate structure, or any
customer of an affiliate or
other entity within its
corporate structure,
preferential treatment or
any other advantages that
are not offered under the
same terms and conditions
and contemporaneously to
other suppliers offering
services or products within
the same service territory
or to customers of those
suppliers. This provision
includes, but is not limited
to, all aspects of the
electric utility’s or
alternative electric
supplier’s service, includ
ing pricing, responsiveness
to requests for service or

Preferential repair, the availability of
Treatment firm and interruptible

Date Page
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SUBJECT REQUIREMENT
(Cont’d) service, and metering

requirements (emphasis
added). t III. A.]

Discounts, If an electric utility
Rebates, and provides to any affiliate or
Waivers other separate entity, or

customers of an affiliate or
other separate entity within
its corporate structure, a
discount, rebate, fee
waiver, or waiver of its
regulated tariffed terms and
conditions for services or
products, it shall
contemporaneously offer the
same discount, rebate, fee
waiver, or waiver [of its
regulated tariffed terms and
conditions] to all alterna
tive electric suppliers
operating within the
electric utility’s service
territory or all alternative
electric supplier’ 5

customers. [ III. B.]
Services, If an electric utility or
Products, or alternative electric
Property supplier provides services,

products or property to any
affiliate or other entity
within the corporate
structure, compensation
shall be based upon the
higher of fully allocated
cost or market price. If an
affiliate or other entity
within the corporate
structure provides services,
products, or property to an

Services, electric utility or
Products, or alternative electric

Date Page
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SUBJECT REQUIREMENT
Property supplier, compensation shall
(Cont’d) be based upon the lower of

fully allocated cost or
market—price [ III. C.]

In the Michigan Code of
Conduct Compliance Plan
filed March 11, 2002 in Case
No. U—12134, I&M, d/b/a AEP,
made the following note:

Note: Section 13 of the
Public Utility Holding
Company Act of 1935, as
amended (PUHCA), and the
rules (particularly Rules 90
and 91) and orders of the
SEC currently require that
transactions between
associated companies in a
registered holding company
system be performed at cost
with limited exceptions.
Over the years, the AEP
System has developed
numerous affiliated servi
ces, sales and construction
relationships and, in some
cases, invested significant
capital and developed
significant operations in
reliance upon the ability to
recover its full costs under
these provisions.

REPORTING REQUIREMENTS The Settlement Agreement in Case No. U—l2204
provides in part that the Commission may

Date
PageFebruary 21, 2007
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establish reporting requirements regarding

the nature of intercompany transactions
concerning the operating company and a
description of the basis upon which cost
allocations and transfer pricing have been
established in these transactions. [Section

8 .W.]

Code of Conduct The MPSC’s Code of Conduct for electric
utilities and alternative electric suppliers

also includes a reporting requirement
applicable to transferred employees. In this
instance, the reporting frequency is semi
annually. The Code of Conduct reporting
requirement is captured in the following
table:

SUB,3ECT REQUIRENT

Finance An electric utility or
alternative electric
supplier shall not finance
or co—sign loans for
affiliates. [Sli. F.]

Employee An electric utility may
Transfers transfer employees between

the utility and any of its
affiliates or other
entities within the
corporate structure as long
as the electric utility
documents those transfers
and files semi—annually
with the Commission a

Employee report of each occasion on
Transfers which an employee of the
(Cont’d) electric utility became an

employee of an affiliate or
other entity within its
corporate structure and/or
an employee of an affiliate
or other entity within its

Date Page
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SUBJECT REQUIREMENT
corporate structure became
an employee of the electric
utility. [ II. G.]

AUDIT REQUIREMENTS Also according to the provisions of the
Stipulation and Settlement Agreement, an AEP
operating company shall record all
transactions with its affiliates, whether
direct or indirect. Also, an AEP operating
company and its affiliates shall maintain
sufficient records to allow for an audit of
the transactions involving the operating
company and its affiliates. [Section B.C.]

Furthermore, AEP shall contract with an
independent auditor who shall conduct
biennial audits for eight years after merger
consummation of affiliated transactions to
determine compliance with the affiliate
standards contained in the Stipulation and
Settlement Agreement. The results of such
audits shall be filed with the Commission.
[Section 8.V.]

Prior to the initial audit, AEP will conduct
an informational meeting with the Commission
regarding how its affiliates and affiliate
transactions will or have changed as a result
of the merger. [Section 8.V.]

OTHER REQUIREMENTS The MPSC’s Code of Conduct for electric
utilities and alternative electric suppliers
states that an electric utility’s or
alternative electric supplier’s regulated
services shall not subsidize in any manner,
directly or indirectly, the business of its
affiliates or other separate entities (5 II.
B.). AEP’s cost allocation policies and

Date Page
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procedures are consistent with Michigan’s

requirements relative to cross—subsidization.

Date Page
February 21, 2007 11



Section

State Commission Rules
Subject

KPSC Case No. 2013-00197
Section H—Application
Exhibit A
Page 127 of 296Document

Number 02-04-07

OHIO RULES AND REQUIREMENTS

Ohio’s requirements applicable to cost
allocations and affiliate transactions are,
for the most part, captured in the corporate
separation rule adopted by the Public
Utilities Commission of Ohio (the PUCO, or
the Commission) in Case No. 99—1141—EL-ORD as
amended in Case Nos. 04-48—El- ORD and 08—
777-EL-ORD, and in the regulations and orders
of the PUCO.

CAM REQUIREMENTS The following table details the Commission’s
Cost Allocation Manual (CAM) requirements:

REQUIREMENT

Each electric utility’s
affiliate, which provides
products and/or services to
the electric utility, and/or
receives products and/or
services from the electric
utility, shall maintain
information in the CAM,
documenting how costs are
allocated between the
affiliates and its regulated
and non—regulated operations.
[Source: 4901:1—37—08(A)]

Page
1

AMERICAN
ELECTRIC
POWER

Cost Allocation
Manual

SUMMARY

SUBJECT

Summary

Maintenance The CAM will be maintained by
the electric utility. tSource:
4901:1—37—08(5)]

Assurances The CAM is intended to ensure
the commission that no cross-
subsidization is occurring
between the electric utility
and its affiliates. [Source:
4901: 1—37—08 (C)

Contents The CAM will include:

Date

(1) An organization chart of
the holding company,
depicting all affiliates,
as well as a description

Contents of activities in which

July 13, 2009
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SUBJECT REQUIREMENT

(Cont’d) the affiliates are
involved.

(2) A description of all
assets, services, and
products provided to and
from the electric utility
and its affiliates.

(3) All documentation
including written
agreements, accounting
bulletins, procedures,
work order manuals, or
related documents, which
govern how costs are
allocated between
affiliates.

(4) A copy of the job
description of each
shared employee.

(5) A list of names and job
summaries for shared
consultants and shared
independent contractors.

(6) A copy of all transferred
employees’ (from the
electric utility to an
affiliate or vice versa)
previous and new job
description.

(7) A log detailing each
instance in which the
electric utility
exercised discretion in
the application of its
tariff provisions.

(8) A log of all complaints
brought to the utility
regarding this chapter.

(9) A copy of the minutes of
each board of directors

Date Page
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SUThYECT REQUIRENT

meeting, where it shall
be maintained for a
minimum of three years.

Method for The method for charging costs
Charging and transferring assets shall
Costs be based on fully allocated

costs. [Source: 4901:1—37—08
(E)]

Audit Trail The costs shall be traceable
to the books of the applicable
entity. [Source: 4901:1—37—
08(F)]

Record The electric utility and
Retention affiliates shall maintain all
Requirements underlying affiliate

transaction information for a
minimum of three years.
[Source: 4901:1—37—08 (G)]

Summary of Following approval of a
Changes corporate separation plan, an

electric utility shall provide
the director of the utilities
department (or their designee)
with a summary of any changes
in the CAM at least every
twelve months. [Source:
4901:1—37—08 (H)]

Company The compliance officer
Contact designated by the electric

utility will act as the
contact for the staff when
staff seeks data regarding
affiliate transactions,
personnel transfers, and the
sharing of employees.
[Source: 4901: 1—37—08 (I)]

Commission The staff may perform an audit
Inspection of the CAM in order to ensure

compliance with this
rule. [Source: 4901:1—37—08(J)]

TRANSFER PRICING The Commission’s corporate separation rule,

Date
Page
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3



KPSC Case No. 2013-00197
Section lI--Application

AMERICAN
Exhibit A

of 296
ftECTR1C Document g

POWER Number 02-04-07

Cost Allocation Section

Manual State Commission Rules
Subject

OHIO RULES AND REQUIREMENTS

as expressed in the CAM requirements
themselves (see above), provides that “the
method for charging costs and transferring
assets shall be based on fully allocated
costs.” [Note: Also see Am. Sub. S. B. No. 3]

REBUTTABLE PRESUMPTION Transactions made in accordance with rules,
regulations, or service agreements, approved
by the Federal Energy Regulatory Commission,
and the Securities and Exchange Commission,
and the Commission which rules the electric
utility shall maintain in its CAM, and file
with the Commission shall provide a
rebuttable resumption of compliance with the
costing principles contained in Ohio’s
corporate separation rules.
[Source: 4901:1—37—04 (A) (6)]

REPORTING REQUIREMENTS The Commission’s corporate separation rule,
as expressed in the CAM requirements
themselves (see above), provides that “an
electric utility shall provide the director
of the utilities department (or their
designee) with a summary of any changes in
the CAM at least every twelve months.”

AUDITS The staff of the PUCO will perform audits to
test compliance with the CAM requirements and
other provisions of the commission’s
corporate separation rules.

Date Page
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SUMMARY Oklahoma’s requirements applicable to affil
iate transactions are focused on the Oklahoma
Corporation Commission’s (the Commission’s or
the OCC’s) ability to access the books and
records of Public Service Corporation of
Oklahoma (PSO) and its AEP affiliates as
stated in the Stipulation approved by the 0CC
in Cause No. PUD 980000444, dated April 16,
1999. Other requirements are contained in
orders issued by the 0CC.

ACCESS TO BOOKS AND Section 5 of the Stipulation in Cause No.
RECORDS 980000444 concerning the proposed merger of

American Electric Power Company, Inc. and
Central and South West Corporation addresses
the issue of access to books and records as
captured in the following table:

SUBJECT REQUIREMENT
Access to Subject to regulatory
Books and authority, the 0CC and
Records of Attorney General will either
AEP and Its have access in Oklahoma to
Affiliates copies of books and records

of AEP and its affiliates and
subsidiaries (including their
participation in joint
ventures) with respect to
matters and activities that
relate to Oklahoma retail
rates or AEP will pay
reasonable and prudently
incurred travel expenses to
conduct on—site review of the
books and records.

Access to The 0CC and Attorney General
Books and will have access to the books
Records of and records of PSO to the
PSO degree required to fully

audit, examine, or otherwise
investigate transactions be

______________

tween P50 and AEP affiliates.

Date Page
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STANDARDS FOR TRANS— The Oklahoma’s rules and requirements

ACTIONS BETWEEN applicable to Affiliate Transactions are

UTILITIES AND Contained in the Oklahoma Corporation

AFFILIATE(S) Commission’s (DCC) Electric Utility Rules

adopted May 2, 2005, and effective July 1,

2005.

The applicable rules and requirements are

captured in the following table:

SUBJECT REQUIPEMENTS

Transactions (1) Electric utilities must

with apply any tariff provision in

Affiliates the same manner to the same or
similarly situated persons if
there is discretion in the
application of the provision.
(2) Electric utilities must
strictly enforce a tariff
provision for which there is no
discretion in the application
of the provision.
(3) Except as necessary for
physical operational reasons,
electric utilities may not,
through a tariff provision or
otherwise, give their
affiliates or knowingly give
customers of their affiliates
preference over other utility
customers in matters relating
to any service offered
including, but not limited to:
generation, transmission,
distribution and ancillary
services, scheduling,
balancing, or curtailment
policy.
(4) Unless such disclosure is

made public simultaneously or
as near to the event as
possible, electric utilities
shall not disclose to their

Date Page
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Transactions
with
Affiliates
(Cont’ d)

affiliates any information
which they receive from, a non—
affiliated customer, a
potential customer, any agent
of such customer, or potential
customer, or other entity
seeking to supply electricity
to a customer or potential
customer.
(5) An electric utility’s
operating employees and the
operating employees of its
affiliate must function
independently of each other and
shall be employed by separate
corporate entities.
(6) Electric utilities and
their affiliates shall keep
separate books and records.
(7) Electric utilities shall
establish a complaint
procedure. In the event of the
electric utility and the
complainant are unable to
resolve a complaint, the
complainant may address the
complaint to the Commission.
(8) With respect to any
transaction or agreement
relating in any way to electric
generation, transmission,
distribution and ancillary
services, an electric utility
shall conduct all such
transactions with any of its
affiliates on an arm’s length
basis.
(9) The Commission shall
resolve affiliate transactions
disputes or abuses on a case—
by—case basis. Any aggrieved
party may file a complaint with

AMERICAN
ELECTRIC
POWER

Cost Allocation Section

Manual
Subject
State Commission Rules

SUBJECT 1EQUIREMENTS

Date
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SUBJECT REQUIREMENTS

Transactions the Commission alleging the
with particulars giving rise to the
Affiliates alleged dispute or abuse.
(Cont’d) (10) Electric utilities must

process all similar requests
for electric services in the
same manner and within the same
period of time.

(11) Electric utilities shall
not provide leads to their
affiliates and shall refrain
from giving any appearance that
the electric utility speaks on
behalf of its affiliate(s). Nor
shall the affiliate trade upon,
promote or advertise its
affiliation or suggest that it
receives preferential treatment
as a result of its affiliation.
The use of a common corporate
or parent holding company name
shall not be a violation of
this provision so long as the
regulated utility and the
affiliate entities can be
distinguished.
(12) Electric utilities, except
for billing and collection
services and customer service,
or by order of the Commission,
shall not share their customer
list or related customer
information with affiliates
unless the information is
simultaneously shared with non—
affiliate entities.
(13) The electric utility shall
not communicate with any third
party that any advantage in the
provision of electric services
may accrue to such third party

______________

as a result of that third

Date Page
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SUBJECT REQUIRENENTS
Transactions party’s dealings with the
with electric utility’s affiliate.
Affiliates
(Cont’d) [165:35—31—191

TRANSEER PRICING The OCC’s rules contain very specific
AND OTHER TRANSACTION requirements for transactions between a
REQUIREMENTS utility and its affiliates including the

pricing of such transactions. The applicable
requirements are captured in the following
table:

SUBJECT REQUIRENENTS

Transfer • Transactions between a
Pricing and utility and its affiliates. A
Other utility shall not subsidize

the business activities of
any affiliate with revenues
from a regulated service. A
utility cannot recover more
that its reasonable fair
share of the fully allocated
costs for any transaction or
shared services.

• Contemporaneous record
requirement. A utility shall
maintain a contemporaneous
written record of all
individual transactions with
a value equal to or over one
million dollars with its
affiliates, excluding those
involving shared services or
corporate support services
and those transactions
governed by tariffs or
special contracts. Such
records, which shall include
at a minimum, the date of the
transactions, name of
affiliate(s) involved, name

Date Page
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Trans fer
Pricing and
Other
(Cont’ d)

of a utility employee
knowledgeable about the
transaction, and a detailed
description of the
transaction with appropriate
support documentation for
review purposes, shall be
maintained by the utility
three years.

• Transfer of assets. Except
as otherwise required by
federal statute or
regulation or pursuant to
Commission authorized
competitive bidding,
tariffs, special contract,
or as otherwise ordered by
the Commission; cost
recovery for property
transferred from a utility
to its affiliate shall be
priced at the “higher of
cost or fair market value.”
Except as otherwise required
by federal statute or
regulation, or pursuant to
Commission authorized
competitive bidding,
tariffs, special contract or
as otherwise ordered by the
Commission; asset valuation
and transfers of property
transferred from an
affiliate to its utility
shall be priced at the
“lower of cost or fair
market value.” No matter the
origin of the transaction,
all transfers between a
utility and an affiliate
will be individually

Page
6

AMERICAN
ELECTRIC
POWER

Cost Allocation
Manual

SUBJECT REQUIRE14ENTS

for

Date
January 17, 2006



KPSC Case No. 2013-00197
Section H—Application
Exhibit A

• AMERIC4N Page 137 of 296
ELECTRIC Document
POWER Number - -

Cost Allocation Section

Manual State Commission Rules
Subject

OKLAHOMA RULES AND REGULATIONS

SUBJECT REQUIREMENTS

Transfer scrutinized by the
Pricing and Commission on a case-by—case
Other basis.
(Cont’ U)

• Sale of products or
services. Except as
otherwise required by
federal or state statute or
regulation, or pursuant to
Commission authorized
competitive bidding,
tariffs, special contract or
as otherwise ordered by the
Commission; any sale of
products and services
provided from the affiliate
to the utility shall be
priced at the “lower of cost
or fair market value.”
Except as otherwise required
by federal statute or
regulation, or pursuant to
Commission authorized
competitive bidding,
tariffs, special contract or
as otherwise ordered by the
Commission; any sale of
jurisdictional products and
services provided from the
utility to the affiliate
shall be priced at “higher
of cost or fair market
value.”

o Joint purchases. A utility
may make a joint purchase
with its affiliates of goods
and services involving goods
and/or services necessary

Date Page
January 17, 2006 7
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Subject

OKLAHOMA RULES AND REGULATIONS

SUBJECT REQUIREMENTS

Transfer for utility operations. The

Pricing and utility must ensure that all

Other joint purchases are priced,

(Cont’d) reported, and conducted in a

manner that permits clear

identification of the

utility’s and the

affiliate’s allocations of

such purchases.

Tying arrangements

prohibited. Unless otherwise

allowed by the Commission

through a rule, order or

tariff, a utility shall not

condition the provision of

any product, service,

pricing benefit, waivers or

alternative terms or

conditions upon the purchase

of any other good or service

from the utility’s

affiliate.

________________

[165:35—31—20]

Separate A utility shall keep separate

Books and books of accounts and records

Financial from its affiliates. The

Transactions Commission may review records

relating to any transaction

between a utility and an

affiliate to ensure compliance

with this Subchapter including

the records of both the utility

and the affiliate relating to

any transaction.
(1) In accordance with

generally accepted

accounting principles, a

utility shall record all

______________

transactions with its

Date Page
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OKLAHOMA RULES AND REGULATIONS

SUBJECT REQUIREMENTS
Separate affiliates, whether they
Books and involve direct or indirect
Financial expenses.
Transactions (2)A utility shall prepare
fCont’d) non—GAAP financial

statements that are not
consolidated with those of
its affiliates.

(3)A utility shall have a cost
allocation manual or upon
Commission request, be able
to provide its cost
allocation methodology in
written form with
supporting documentation.
Such records shall reflect
the transaction and the
allocated costs, with
supporting documentation,
to justify the valuation.

a Limited credit, investment or
financing support by a
utility. A utility may share
credit, investment, or
financing arrangements with
its affiliates if it complies
with paragraphs (1) and (2)
of this Subsection.
(1)The utility shall

implement adequate
safeguards precluding
employees of an affiliate
from gaining access to
information in a manner
that would allow or
provide a means to
transfer confidential
information from a utility
to an affiliate, create an
opportunity for

Date Page
January 17, 2006 9
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Subject

OKLAHOMA RULES AND REGULATIONS

SUBJECT REQUIREI1ENTS
Separate preferential treatment or
Books and unfair competitive
Financial advantage, lead to
Transactions customer confusion, or
(Cont’d) create an opportunity for

preferential treatment or
unfair competitive
advantage, lead to
customer confusion, or
create opportunities for
subsidization of
affiliates.

(2) Where an affiliate obtains
credit under any
arrangement that would
include a pledge of any
assets in the rate base of
the utility or a pledge of
cash necessary for utility
operations the
transactions shall be
reviewed by the Commission
on a case—by—case basis.

• Cost of financing
transactions of any
affiliate. The cost of any
financial transactions, in
part or in full, or any
debt, equity, trading
activity, or derivative, of
any parent company, holding
company or any affiliate,
which has a direct or
indirect financial or cost
impact upon the utility
shall be reviewed by the
Commission on a case—by—case
basis.

_______________

[165:35—31—21]

Date
PageJanuary 17, 2006
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TENNESSEE RULES AND REQUIREMENTS

SUMMARY Tennessee has no specific rules and
requirements applicable to cost allocations
and affiliate transactions. In 1999, the
Consumer Advocate Division of the Office of
the Attorney General made a request for a
rulemaking concerning proposed rules for
cost allocations and affiliate transactions
before the Tennessee Regulatory Authority.

COMMISSION ACTION The request for rulemaking by the Consumer
Advocate Division was placed on the
Tennessee Regulatory Authority’s docket in
1999 and comments and reply comments were
filed by Kingsport Power Company and the
Consumer Advocate Division as well as other
parties (Docket No. 98—00690)

Any rules or requirements of the Tennessee
Regulatory Authority applicable to cost
allocations and affiliate transactions will
be summarized in this document when and if
they are adopted.

Date
PageDecember 19, 2000

1



KPSC Case No. 2013-00197
Section Il—Application

AMERICAN
ExhlljitA

of 296ELECTRIC Document g

POWER Number 02-04-10

Cost Allocation Section

Manual State Commission Rules
Subject

TEXAS RULES AND REQUIREMENTS

SUMMARY Texas’ rules and requirements applicable to
cost allocations and affiliate transactions
are contained in the Texas Utilities Code
(PURA) Section 36.058 and the substantive
rules applicable to electric service
providers adopted by the Public Utility
Commission of Texas (the PUCT, or the
Commission)

DOCUMENTATION The PUCT’s documentation requirements for
REQUIREMENTS affiliate transactions are contained in its

substantive rules, as captured in the
following table:

SUBJECT REQUIRENT
Separate Books • A utility and its
and Records affiliates shall keep

separate books of accounts
and records, and the
Commission may review
records relating to
transactions between a
utility and an affiliate.

• A utility shall record all
transactions with its
affiliates, whether they
involve direct or
indirect expenses, in
accordance with generally
accepted accounting
principles or state and
federal guidelines, as
appropriate.

• A utility shall prepare
financial statements that
are not consolidated with
those of its affiliates.

[25.272(d) (6) (A)—fB)]

Date I Page
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TRANSFER PRICING The PUCT’s substantive rules contain very
AND OTHER TRANSACTION specific requirements for transactions
REQUIREMENTS between a utility and its affiliates,

including the pricing of such transactions.
The applicable requirements are captured in
the following table:

SUBJECT REQUIREJ4ENT
Transactions General. A utility shall
with All not subsidize the business
Affiliates activities of any

affiliate with revenues
from a regulated service.
In accordance with PURA
and the Commission’s
rules, a utility and its
affiliates shall fully
allocate costs for any
shared services, including
corporate support
services, offices,
employees, property,
equipment, computer
systems, information
systems, and any other
shared assets, services,
or products.
{25.272(e) (1)]

• Sale of products or
services by a utility.
Unless otherwise approved
by the Commission and
except for corporate
support services, any sale
of a product or service by
a utility shall be
governed by a tariff
approved by the
Commission. Products and
services shall be made
available to any third

Date
IpaaeFebruary 23, 2007
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TEXAS RULES AND REQUIREMENTS

Transactions
with All
Affiliates
(Cont’ d)

party entity on the same
terms and conditions as
the utility makes those
products and services
available to its
affiliates.
[25.272(e) (1) (A)]

Purchase of products,
services, or assets by a
utility from its
affiliate. Products,
services, and assets shall
be priced at levels that
are fair and reasonable to
the customers of the
utility and that reflect
the market value of the
product, service, or
asset. [25.272(e) (1) (3)]

• Transfers of assets.
Except for asset transfers
implementing unbundling
pursuant to PURA §39.051,
asset valuation in
accordance with PURA
§39.262, and transfers of
property pursuant to a
financing order issued
under PURA, Chapter 39,
Subchapter U, assets
transferred from a utility
to its affiliates shall be
priced at levels that are
fair and reasonable to the
customers of the utility
and that reflect the
market value of the assets
or the utility’s fully
allocated cost to provide

= AMERICAN
ELECTRiC
POWER

Cost Allocation
Manual

SUBJECT REQUIREMENT
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SUBJECT REQUIRENENT

Transactions those assets.
with All [525.272(e) (1) (C)]
Affiliates
(Cont’ • Transfer of assets

implementing restructuring
legislation. The transfer
from a utility to an
affiliate of assets
implementing unbundling
pursuant to PURA §39.051,
asset valuation in
accordance with PURA
§39.262, and transfers of
property pursuant to a
financing order issued
under PURA, Chapter 39,
Subchapter G will be
reviewed by the Commission
pursuant to the applicable
provisions of PURA, and
any rules implementing
those provisions.

_____________

[25.272(e) (1) (U)]
Transactions General. Unless otherwise
with allowed in this sub-
Competitive section on transactions
Affiliates between a utility and its

affiliates, transactions
between a utility and its
competitive affiliates
shall be at arm’s length.
A utility shall maintain a
contemporaneous written
record of all transactions
with its competitive
affiliates, except those
involving corporate
support services and those
transactions governed by
tariffs. Such records,

Date Page
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SUBJECT REQUIRENENT
which shall include the
date of the transaction,

Transactions name of the affiliate
with involved, name of a
Competitive utility employee
Affiliates knowledgeable about the
(Cont’d) transaction, and a

description of the
transaction, shall be
maintained by the utility
for three years. In
addition to the
requirements specified
above for transactions
with all affiliates, the
provisions cited in the
following bullets apply to
transactions between
utilities and their
competitive affiliates.
[25.272(e) (2)]

o Provision of corporate
support services. A
utility may engage in
transactions directly
related to the provision
of corporate support
services with its
competitive affiliates.
Such provision of
corporate support services
shall not allow or provide
a means for the transfer
of confidential
information from the
utility to the competitive
affiliate, create the
opportunity for
preferential treatment or
unfair competitive

______________

advantage, lead to

Date
IPageFebruary 23, 2007
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SUBJECT REQUIREMENT
customer confusion, or
create significant

Transactions opportunities for cross—
with subsidization of the
Competitive competitive affiliate
Affiliates (emphasis added)
(Cont’d) tS25.272te) (2) (A)]

Purchase of products or
services by a utility from
its competitive affiliate.
Except for corporate
support services, a
utility may not enter into
a transaction to purchase
a product or service from
a competitive affiliate
that has a per unit value
of $75,000 or more, or a
total value of $1 million
or more, unless the
transaction is the result
of a fair, competitive
bidding process formalized
in a contract subject to
the provisions of §25.273
of this title (relating to
Contracts Between Electric
Utilities and Their
Competitive Affiliates)
[25.272(e) (2) (3)]

e Transfers of assets.
Except for asset transfers
facilitating unbundling
pursuant to PURA §39.051,
asset valuation in
accordance with PURA
§39.362, and transfers of
property pursuant to a
financing order issued
under PURA, Chapter 39,

Date
Page
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SUBJECT REQUIREMENT
Subchapter G, any transfer
from a utility to its

Transactions competitive affiliates of
with assets with a per unit
Competitive value of $75,000 or more,
Affiliates or a total value of $1
(Cont’d) million or more, must be

the result of a fair,
competitive bidding
process formalized in a
contract subject to the
provisions of §25.273 of
this title.
[525.272(e) (2) (C)]

REPORTING REQUIREMENTS The PUCT’s requirements applicable to the
reporting of affiliate transactions by
electric utilities are contained in its
substantive rules, as captured in the
following table:

SUBJECT REQUIUREMENT

Annual A “Report of Affiliate
Report of Activities” shall be filed
Affiliate annually with the Commission.
Transactions Using forms approved by the

Commission, a utility shall
report activities among
itself and its affiliates.
The report shall be filed by
June 1, and shall encompass
the period from January 1
through December 31 of the

____________

preceding year. [525.84 Cd)]
Copies of A utility shall reduce to
Contracts or writing and file with the
Agreements Commission copies of any

contracts or agreements it
has with its affiliates.
This requirement is not

______________

satisfied by the filing of an

Date Page
February 23, 2007 7
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SUBJECT REQUIUENENT
earnings report. All
contracts or agreements shall
be filed by June 1 of each
year as attachments to the

Copies of annual “Report of Affiliate
Contracts or Activities.” In subsequent
Agreements years, if no significant
fCont’d) changes have been made to the

contract or agreement, an
amendment sheet may be filed
in lieu of refiling the
entire contract or agreement.

______________

[25.84 (e)]
Tracking A utility shall track and
Migration of document the movement between
Employees the utility and its

competitive affiliates of all
employees engaged in
transmission and distribution
system operations, including
persons employed by a service
company affiliated with the
utility who are engaged in
transmission or distribution
system operations on a day—
to—day basis or have
knowledge of transmission or
distribution system
operations. Employee
migration information shall
be included in the utility’s
annual “Report of Affiliate
Activities.” The tracking
information shall include an
identification code for the
migrating employee, the
respective titles held while
employed at each entity, and
the effective dates of the

____________

migration. [25.84 (f)]

Date
PageFebruary 23, 2007
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REPORTING REQUIREMENTS Section 25.84 of the Commission’s substantive

rules requires that informal code of conduct

complaints, deviations from the code of
conduct to ensure public safety and system

reliability, and updates for all approved
changes to the utility’s code of conduct
compliance plan, including those changes that

result from the creation of a new affiliate,

be included in the utility’s annual “Report

of Affiliate Activities.” In addition

§25.272(b) (3) of the Commission’s substantive

rules requires a utility to file a notice
with the Commission of any provision in the
Commission’s Code of Conduct for Electric
Utilities and Their Affiliates (i.e.,
§25.272) that conflicts with the orders and
regulations of the Federal Energy Regulatory

Commission or the Securities and Exchange
Commission.

AUDIT REQUIREMENTS The PUCT’s audit requirements applicable to
affiliate transactions by electric utilities
are contained in its substantive rules, as
captured in the following table:

SUBJECT REQUIREJNT

General A utility and its affiliates
shall maintain sufficient
records to allow for an audit
of the transactions between
the utility and its
affiliates. At any time, the
Commission may, at its
discretion, require a utility
to initiate, at the utility’s
expense, an audit of
transactions between the
utility and its affiliates
performed by an independent
third party. [25.272
(U) (6) (C)]

Date Ipage
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SUBJECT REQUIREMENT
Compliance No later than one year after
Audits the utility has unbundled

pursuant to PURA §39.051,
and, at a minimum, every

Compliance third year thereafter, the
Audits utility shall have an audit
(Cont’ U) prepared by independent

auditors that verifies that
the utility is in compliance
with §25.272 (relating to
Code of Conduct for Electric
Utilities and Their
Affiliates) . The utility
shall file the results of
each audit with the
Commission within one month
of the audit’s completion.
The cost of the audits shall
not be charged to utility

______________

ratepayers. [25.272 (i) (3)]

Date Page
February 23, 2007
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SUMMARY The Code of Virginia requires approval of

contracts between a public service company

and any affiliated interests. Virginia’s

rules and requirements applicable to cost

allocations and affiliate transactions can be

found in the Code and in the regulations and

orders of the Virginia State Corporation

Commission (the SCC, or the Commission),

particularly the Final Orders in Case Nos.

PUA000029 and PUEO10013.

SCC APPROVAL No contract or arrangement providing for the

furnishing of management, supervisory,

construction, engineering, accounting, legal,

financial or similar services, and no

contract or arrangement for the purchase,

sale, lease or exchange of any property,

right or thing, other than those above

enumerated, or for the purchase or sale of

treasury bonds or treasury capital stock made

or entered into between a public service

company and any affiliated interest shall be

valid or effective unless and until it shall

have been filed with and approved by the

Commission [Code of VA §56-77].

DOCUMENTATION The Commission’s documentation requirements

related to affiliate transactions are

captured in the following table:

SUBJECT REQUIRENT

Separate Each affiliated competitive

Books and service provider shall

Records maintain separate books of

accounts and records. [20 VAC

5—312—30 C]

Access to The Commission may inspect

Books and the books, papers, records

Records and documents of, and require

special reports and

statements from, every

generation company affiliated

Date
-

Page
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SUBJECT REQUIREMENT

Access to with a local distribution
Books and company regarding
Records transactions with its local
(Cont’d) distribution company

affiliate. Upon complaint or
on its own initiative, the
Commission may also (I)
investigate alleged
violations of this charter,
and (ii) seek to resolve any
complaints filed with the
Commission against any such
affiliated generation
company. [20 VAC 5-202—30 3

_______________

7]
Employee An affiliated competitive
Transfers service provider shall

document each occasion that
an employee of its affiliated
local distribution company,
or of the transmission
provider that serves its
affiliated local distribution
company, becomes one of its
employees and each occasion
that one of its employees
becomes an employee of its
affiliated local distribution
company or the transmission
provider that serves its
affiliated local distribution
company. Upon staff’s
request, such information
shall be filed with the SCC
that identifies each such
occasion. Such information
shall include a listing of
each employee transferred and
a brief description of each
associated position and

______________

responsibility. [20 VAC 5—

Date Page
April 8, 2008 2
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VIRGINIA RULES AND REQUIREMENTS

SUBJECT REQUIRE4ENT

Employee 312—30 3 3]
Transfers
(Cont’ U)

The SCC’s transfer pricing rules applicable
to affiliate transactions between the local
distribution company (LDC) and certain
affiliate are contained in various orders of
the Commission.

Rules Applicable to
functional Separation
of Incumbent Electric
Utilities under the
Virginia Restructuring
Act (Case No. PUA000029)

The SCC’s rules applicable to the functional
separation of incumbent electric utilities
under the Virginia Electric Utility
Restructuring Act contain specific transfer
pricing requirements for transactions between
the LDC and an
as captured in

SUBJECT REQUIREMENT

Sale of Non— LDC5 shall be compensated at
Tariffed the greater of fully distrib—
Services, uted cost or market price for
Facilities all non—tariffed services,
and Products facilities, and products

provided to an affiliated
generation company.

Purchase of An affiliated generation
Non—Tariffed company shall be compensated
Services, at the lower of fully
Facilities distributed cost or market
and Products price for all non-tariffed

services, facilities, and
products provided to the LDC.

Unavailable If market price data are
Market unavailable for purposes of
Prices such calculations, non—

tariffed services, facilities
and products shall be
compensated at fully distrib
uted costs. In such event,
the LDC shall document its

Page
3
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affiliated generation company
the following table:
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SUBJECT REQUIREMENT

Unavailable efforts to determine market
Market price data and its basis for
Prices concluding that such price

Cont’d) data are unavailable.

[Source: 20 VAC 5-202-30 3 5 a]

Rules Applicable to The SCC’s rules for retail access contain
Retail Access (Case No. specific transfer pricing requirements
PUEO10013) concerning transactions between the local

distribution company and its affiliated
competitive service providers as captured in
the following table:

SUBJECT REQUIREMENT

Sale of Non— The local distribution
Tariffed company shall be compensated
Services, at the greater of fully
Facilities distributed cost or market
and Products price for all non-tarjffed

services, facilities, and
products provided to an
affiliated competitive

______________

service provider.
Purchase of An affiliated competitive
Non—Tariffed service provider shall be
Services, compensated at the lower of
Facilities fully distributed cost pr
and Products market price for all non

tariffed services,
facilities, and products
provided to the local

_____________

distribution company.
Unavailable If market price data are
Market unavailable, non—tariffed
Prices services, facilities and

products shall be compensated
at fully distributed cost and
the local distribution
company shall document its
efforts to determine market
price data and its basis for

Date Page
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SUBJECT REQUIRENT

Unavailable concluding that such price
Market data are unavailable.
Prices Notification of a
(Cont’d) determination of the

unavailability of market
price data shall be included
with the annual report of
affiliate transactions that
is required to be filed by
the local distribution
company with the SCC.

[Source: 20 VAC 5-312-30 I. 1.]

AFFILIATE TRANSACTION Virginia’s general reporting requirements for
REPORTING REQUIREMENTS affiliate transactions have evolved through

several recent affiliate agreement approval
orders and are summarized in the following
table:

SUBJECT REQUIREMENT

Annual An annual report of affiliate
Report of transactions shall be filed by
Affiliate May 1 of each year with the
Transactions SCC’s Director of Public

Utility Accounting for
transactions for the prior
calendar year. The annual
report shall include all
affiliate agreements/
arrangements regardless of
amount involved and shall
supersede all previous
reporting requirements for
affiliate transactions
(except, see Statement of
Utility Assets Sold, Purchased
or Acquired below)

______________

The report shall contain the

Date Page
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SUBJECT REQUIREMENT

following information:

1. Affiliate’s name
2. Description of each affil

iate arrangement/agreement
3. Dates of each affiliate

arrangement/agreement
4. Total dollar amount of each

affiliate arrangement/agree—
men t

5. Component costs of each
arrangement/agreement where
services are provided to an
affiliate (i.e.,
direct/indirect labor,
fringe benefits,
travel/housing, materials,
supplies, indirect
miscellaneous expenses,
equipment/facilities
charges, and overhead)

6. Profit component of each
Annual arrangement/agreement where
Report of services are provided to an
Affiliate affiliate and how such
Transactions component is determined
(Cont’d) 7. Comparable market values and

documentation related to
each arrangement/ agreement

8. Percent/dollar amount of
each affiliate
arrangement/agreement
charged to expense and/or
capital accounts, and

9. Allocation bases/factors for
allocated costs.

Transfers of assets between
APCO and AEPC with values of
$100,000 or less must be
reported in the annual report

_____________

of affiliated transactions.

Date Page
April 8, 2008 6



KPSC Case No. 2013-00197
Section Il--Application

AMERIC4N ExhllitA
of 296ELECTRIC Document

g

POWER Number 02-04-11

Cost Allocation Section

Manual State Commission Rules
Subject

VIRGINIA RULES AND REQUIREMENTS

SUBJECT REQUIREMENT
All transfers of assets
between APCO and AEPC with a
value exceeding $100,000
require prior Commission
approval. [Source: SCC Order,
dated March 4, 1998, in Case
No. PUA970035]
The Annual Report of Affiliate
Transactions shall also
include copies of all executed
Greenfield Site Agreements
between APCO and AEPC along
with a description of the
particulars of each site as
well as the book value of the
underlying land relative to
the proposed per site license
fee of $10,200/year (less any
volume discount for multiple
sites) . [Source: SCC Order,
dated December 6, 199, in Case

_____________

No. PU990053]
Annual Local distribution companies
Report Under (LDC5) shall file annually,
the Virginia with the Commission, a report
Electric that shall, at a minimum,
Utility include: (i) the amount and
Restructur- description of each type of
ing Act non—tariffed service provided

to or by an affiliated
generation company; (ii)
accounts debited or credited;
and (iii) the compensation
basis used (i.e., market price
or fully distributed cost)

The LDC shall make available
to the Commission’s staff,
upon request, the following
documentation for each

_______________

agreement and arrangement

Date
PageApril 8, 2008
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Annual
Report
Required by
the Rules
Governing
Retail
Access to
Competitive
Energy
Services

where services are provided to

or by an affiliated generation

company: (i) component costs

(i.e., direct or indirect

labor, fringe benefits, travel

or housing, materials,

supplies, indirect

miscellaneous expenses,

equipment or facilities

charges, and overhead); (ii)

profit component; and (iii)

comparable market values and

documentation. [Source: 20

VAC 5=202-30 3 6]

The local distribution company

(LDC) shall file annually,

with the SCC, a report that

shall, at a minimum, include:

the amount and description of

each type of non—tariffed

service provided to or by an

affiliated competitive service

provider; accounts debited or

credited; and the compensation

basis used, i.e., market price

or fully distributed cost.

The LDC shall maintain the

following documentation for

each agreement and arrangement

where such services are

provided to or by an

affiliated competitive service

provider and make such

documentation available to

staff upon request: (I)

component costs (i.e., direct

or indirect labor, fringe

benefits, travel or housing,

materials, supplies, indirect

miscellaneous expenses,

equipment or facilities

=
ELECTRIC
POWER

Cost Allocation
Manual

Section

State Commission Rules
Subject

SVBJECT REQUIRETENT

Date
April 8, 2008
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Cost Allocation Section

Manual State Commission Rules
Subject

VIRGINIA RULES AND REQUIREMENTS

SUBJECT REQUIREMENT
charges, and overhead; (ii)
profit component; and (iii)
comparable market values, with
supporting documentation. [20
VAC 5-312-30 I 2]

Schedule of APCO must file annually a
Utility schedule of purchases from
Assets affiliates and sales to
Purchased or affiliates, if any, of utility

Sold assets, amounting to less than
$25,000 for each such
transaction, made during the
preceding calendar year.
[Source: SCC Order, dated
August 29, 1956, in Case No.
13162, and SCC order, dated
february 20, 1981, in Case
PUA81 0009]

Date Page
April 8, 2008 9
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Manual State Commission Rules
Subject

WEST VIRGINIA RULES AND REQUIREMENTS

SUMMARY The West Virginia Code requires approval of
contracts between a public utility and its
affiliates. The orders issued by the Public
Service Commission of West Virginia (PSC, or
Commission) concerning such matters contain
requirements related to affiliate
transactions.

PSC APPROVAL Unless the consent and approval of the PSC is
obtained, no public utility in West Virginia
may, by any means, direct or indirect, enter
into any contract or arrangement for
management, construction, engineering, supply
or financial services or for the furnishing
of any other service, property or thing with
any affiliated corporation, person or
interest [West Virginia Code § 24-2-12]. The
individual orders issued by the Commission
approving such contracts establish
requirements applicable to specific
transactions with affiliates.

Date
Page

September 12, 2007
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Manual Introduction
Subject

OVERVIEW (PROCEDURES)

SUMMARY At AEP, cost allocations between regulated
and non—regulated operations take place
through intercompany billings and affiliate
transactions. The intercompany billing
process and related procedures move costs
between AEP System’s regulated electric
utilities and their non-regulated
affiliates. The cost allocation process
recognizes the nature of the work performed
for the respective parties and their use of
services and facilities.

TRANSACTIONS The financial transaction coding process
used by AEP is the first step in separating
costs between regulated and non-regulated
operations.

TIME REPORTING Labor cost is a large component of the total
cost allocated between regulated and non—
regulated operations. Time reporting and
labor costing procedures are in place to
ensure that labor costs are properly
allocated and billed to the companies that
benefit from the services which are
performed.

AEPSC BILLING SYSTEM AEPSC performs services for American
Electric Power Company, Inc., the parent
holding company, and most subsidiaries in
the AEP System. AEPSC uses a work order
system to collect and bill costs to its
Afflilate companies for the services that
it performs.

INTERCOMPANY BILLING Other AEP System companies share costs with
their affiliates through an intercompany
billing process. This process transfers
the cost of performing services and
conducting projects for affiliates in the
AEP System.

Date Page
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Manual Introduction
Subject

OVERVIEW (PROCEDURES)

INTERUNIT ACCOUNTING Certain transactions are allocated between

companies through inter—unit accounting
whereby transactions are recorded in the
first instance by the companies for which
the transactions have been incurred.

ASSET TRANSFERS Plant and equipment as well as materials and
supplies are transferred among the AEP

System companies based on who uses the
items. Procedures are in place to properly

account for the transfer and sale of those
items.

Date Page
February 18, 2008 2
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Manual Transactions
Subject

OVERVIEW

SUMMARY The process of cost allocation between

regulated and non—regulated operations

begins with the coding of expenses and
other transactions.

RESPONSIBILITY Transaction coding is the responsibility of

the business units that budget for and
initiate the transactions.

03-02—02

CODING BLOCKS Various coding blocks, also known as
chartfields, are used to code financial
transactions for accounting and cost
allocation purposes.

03—02—03

Date Page
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Cost Allocation Section

Manual Transactions
Subject

CODING

SUMMARY Proper chartfield coding is mandatory to

ensure accurate financial reports and inter

company billings.

CODING Chartfield coding is the responsibility of

RESPONSIBILITY the business units who incur various

expenditures, and who report their labor

hours. These expenses are initiated and

approved by the business units in accordance

with their operating plans and financial

budgets.

MAINTENANCE O The Service Corporation Accounting group is

CHARTFIELD VALUES primarily responsible for maintaining

chartfield values. The business units

request changes to the chartfield values

based on their need to track and manage

costs, bill affiliated companies and comply

with external reporting requirements. This

group evaluates all requests in connection

with its oversight responsibilities related

to internal budgeting, cost allocations, and

external reporting. Approved changes are

implemented on a timely basis.

Date Page
August 17, 2010 1
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Manual Transactions
Subject

CHARTFIELDS

SUMMARY AEP’s accounting systems use chartfields or
coding blocks to classify and accumulate
transactions for financial and managerial

accounting and reporting. Each
chartfield/coding block is used for a
specific purpose.

CODING BLOCKS GENERAL LEDGER CHARTFIELDS:

N General Account Department Product Affiliate Operating

Ledger Number ID Code Code Unit

Business Code

— -— --I,— —

PROJECTS CHARTFIELDS:

Project Project Work Cost Activity Tracking

Costing ID Order Component Code Code

Business (Project (Resource (Resource (Resource

Unit Activity) Type) Category) Subcategoxy)

w—- .,a— -

General Ledger The General Ledger Business Unit identifies

Business Unit the AEP System company or company segment for

which the transaction is recorded. Each AEP
System Company is assigned a unique code.
For example, American Electric Power Company,
Inc. is Business Unit 100 and AEP Texas
Central—Distribution is Business Unit 211.

Account Number The Account Number records the transaction in
the appropriate balance sheet or income
statement account using the FERC System of
Accounts.

Department ID The Department ID connects the transaction to
the responsible organization for reporting

and budgeting purposes.

Date Page
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CHARTFIELDS

Product Code The Product Code identifies transactions with
the services and products provided by the
Shared Services groups, including Business
Logistics, Human Resources and Information
Technology.

Affiliate Code The Affiliate Code identifies transactions
conducted with an affiliate. The General
Ledger Business Unit code of the affiliate is
entered in this coding block, if applicable.
The codes in this chartfield are used in
preparing consolidated financial statements.

Operating Unit Code The Operating Unit code sub-divides
transactions for special reporting purposes
largely related to tax reporting, rate case,
and other matters. Valid values include,
among others, state abbreviations.

Project Costing The Project Costing Business Unit connects
Business Unit the transaction with the responsible

budgeting group or area for project reporting
purposes.

Project ID The Project ID connects the transaction with
a budget project. A budget project allows
budgeted and actual costs to be captured for
managerial reporting purposes.

Work Order The Work Order is the billing mechanism used
to capture and bill like costs, and connects
the transaction with a planned project that
generally has a set beginning date, a
projected end date and an estimated cost to
complete. Work Orders include construction
and retirement work, R&D work, IT projects,
non—regulated activities, and other special
projects and transactions.

Date
August 29, 2007 ge
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Manual Transactions
Subject

CHARTEIELDS

Attached to each Work Order, as an attribute,
is a Benefiting Location Code that identifies
the location or area that benefits from the
work (i.e., the activity or project that is
being performed) . A benefiting location can
define, among other things, a power plant, a
generating unit at a power plant, or a
region. Each benefiting location further
defines the company or group of companies
that operate in the particular location or
area. For example, benefiting location code
1160 is only applicable to Kammer Plant Unit
3 and pertains to the Generation ledger for
Ohio Power Company; and, benefiting location
code 1178 pertains to the Transmission
ledgers of Appalachian Power Company,
Kentucky Power Company and Kingsport Power
Company.

Cost Component The Cost Component relates the transaction to
a specific type of cost such as labor,
travel, materials, or outside services.

Activity Code The Activity Code identifies the activity
being performed. Examples of defined work
activities are: “Respond to Customer
Inquiries,” “Process Payroll” and
“Coordinate Federal Income Tax Returns &
Reports.” The Activity code directs the
billing allocation formula for some work
orders.

Tracking Code The Tracking Code sub-divides accounting
transactions for cost tracking purposes.
Among other things, the tracking code is used
to track vehicle and building expenditures by
vehicle number or building number. Certain
equipment maintenance costs are also tracked.

Date
Page

August 29, 2007
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Manual Time Reporting
Subject

OVERVIEW

SUMMARY AEP’s time reporting systems are designed to
collect the chartfield information needed to
apportion costs between regulated and non—
regulated activities.

TIME RECORDS Each AEP employee, or a responsible
timekeeper, must complete a time record for
each pay period.

03-03—02

LABOR COSTING The cost of labor makes up a high percentage
of the service cost which is apportioned
between regulated and non—regulated
activities.

03-03—03

Date
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Subject

TIME RECORDS

SUMMARY ASP follows a system of positive time
reporting whereby all employees, are
required, either personally or through an
appointed timekeeper, to provide Payroll with
a full accounting of their productive and
non—productive time classifications. Time
records are prepared for each pay period.
Examples of non—productive time include
vacation time, holidays, jury duty and other
paid absences.

FEATURES Positive time reporting is the process by
which each employee accounts for the total
number of hours in each pay period, including
overtime and paid absences. The positive
time reporting process used by ASP
encompasses the following features:

• Forms the basis for assigning labor
costs by accounting for all activities
and time spent by activity on a pay
period basis

• Accounts for time in hourly increments
as small as a one—tenth of an hour

o Accumulates and summarizes time spent
on a reported line—item basis

o Requires all chartfield values needed
to account for the time spent and to
report labor costs

o Requires the amount of time reported
for a given pay period to at least
equal the total hours in the pay
period

o Does not assume employees are working
only on regulated activities or only
on non—regulated activities. The

Date Page
April 8, 2008 1
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Cost Allocation Section

Manual Time Reporting
Subject

TIME RECORDS

FEATURES (Cont’d) actual time spent must be reported and
classified to the applicable
activities and/or projects based on
the work performed.

As employees spend and report time,
the cost of the time is directly
attributable to regulated and non—
regulated operations based on
benefiting location or it could apply
to an indirect cost pool.

APPROVALS All time records must be approved by the
employee’s immediate supervisor or the
supervisor’s designee. Audit Services
performs periodic studies to determine that
the time reported by group supervisors has a
reasonable relationship to the time reported
by their direct reports.

ELECTRONIC PROCESSING In most cases, time is reported and approved
electronically. The reported time is
available to be viewed on—line for a period
of time before it is archived.

Employees can view their accrued and used
vacation hours on—line using AEP’s intranet.

Date Page
April 8, 2008 2
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Manual Time Reporting
Subject

LABOR COSTING

SUMMARY Labor costing is the process of pricing the
time reported by employees for the purpose of
apportioning their labor cost to the
activities that they perform. The cost of

labor is a high percentage of the total
service cost apportioned among AEP’s
regulated and non-regulated affiliates.

FEATURES AEP’s labor costing process, in conjunction

with time reporting, has been designed to
meet the following four criteria:

• it must be practical and cost
effective to apply

o it must contain safeguards against
material misciassifications between
regulated and non—regulated operations
and between regulated and non—
regulated products and services

o it must be adequately documented

• it must provide an audit trail that
can be used for procedural testing and
for determining the accuracy of
results.

The labor costing process used by AEP employs

the following features:

o productive time is priced using the
employee’s hourly rate of pay which,
for salaried employees, is derived by
using one of two methods: (1) by
dividing the employee’s annual salary
by 2,080 hours, or (ii) by dividing
the employee’s current pay period
salary by the total number of hours
worked during the pay period
(including non—compensated overtime
hours worked by exempt employees)

Date Page
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LABOR COSTING

FEATURES (Cont’d)

o non—productive pay is accrued,
expensed and distributed as a
percentage of labor dollars

• where applicable, the cost of
incentive pay and severance pay is
also accrued and expensed; and it too
follows the distribution of labor
dollars.

CONTROLS Where applicable, appropriate controls are
maintained for balancing the total amount of
labor cost distributed to the total cost
incurred or paid.

Date
PageApril 8, 2008
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OVERVIEW

SUMMARY AEPSC is a wholly—owned subsidiary of AEP, a
registered public utility holding company.
AEPSC provides certain managerial and
professional services including administra
tive and engineering services to affiliated
companies in the AEP holding company system
and periodically to unaffiliated companies.

As a subsidiary service company, AEPSC and
its billings are subject to the regulation
of the Federal Energy Regulatory Commission
(FERC) under the Public Utility Holding
Company Act of 2005.

SYSTEM OF INTERNAL Effective operation of the AEPSC work order
CONTROLS billing system is tied to AEP’s overall

system of internal controls.

03—04—02

WORK ORDER ACCOUNTING AEPSC maintains a work order system for
allocating and billing costs in accordance
with the applicable Uniform System of
Accounts for centralized service companies.

03-04—03

BILLING ALLOCATIONS Billing allocations are performed using
Allocation Factors (i.e., allocation
factors) approved by the SEC under PUHCA
1935 and continued after it’s repeal.

03—04—04

REPORTS AEPSC prepares a monthly billing report for
all billed costs.

03—04—05

Date Page
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SYSTEM OF INTERNAL CONTROLS

SUMMARY Effective operation of AEPSC’s work order and
billing system is tied to AEP’s overall
system of internal controls. The more
relevant Controls and administrative
procedures include accountability,
allocability, budgeting, time-reporting
review and approval, billing review, dispute
resolution, periodic service evaluations, and
internal auditing.

RESPONSIBILITIES The business units and process owners who
code and approve transactions for processing
through the AEPSC billing system are
responsible for final results. Employees can
access electronic databases that contain
titles and descriptions of all applicable
codes.

Changes in facts and circumstances that
affect the billing process must be addressed
in a rapid and responsible manner.

The Corporate Planning and Budgeting group
along with Corporate Accounting are
responsible for assisting the business units
and AEPSC’s client companies in evaluating
the monthly billing results on a company by
company basis. Also see “Billing Review”
below.

ALLOCABILITY Through the transaction coding process,
clients are billed only for the services and
costs that pertain to them. Shareable costs
are billed using allocation factors. The
approved billing system is designed to result
in a fair and equitable allocation of cost
among all client companies, regulated and
non-regulated. AEPSC employees are provided
information and trained to achieve these
results relative to their areas of
responsibility.

Date Page
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SYSTEM OF INTERNAL CONTROLS

BUDGETING Each year AEPSC prepares an annual budget for
the services it will provide during the next
calendar year. The budgets are prepared by
each AEPSC department.

Corporate Planning & Budgeting and Business
Unit Budget Coordinators generate monthly
performance reports that compare actual cost
against the budget. Performance results can
be viewed by Department, by Account, or by
Activity, and also by Affiliate company.

AEPSC’s managers are primarily responsible
for analyzing and explaining cost variances
incurred while performing their work.
Additionally, AEPSC and its affiliates are
jointly responsible for analyzing and
explaining the cost variances incurred
through the AEPSC billings.

AEPSC’s annual budgets are consistent with
and support ASP’s corporate—wide strategic
performance objectives. AEP’s Board of
Directors, with the assistance of executive
management, approves the annual budgets for
AEPSC, the utility companies and other AEP
affiliates.

WORK ORDER The Accounting department reviews requests
PROCESSING REVIEW for new AEPSC Work Orders. The review

includes (1) Appropriate descriptions — to
ensure that the users will understand the
type of costs to be accumulated in each work
order. (2) Appropriate benefiting location —

to ensure that the proper affiliated company
or group of companies will be billed (3)
Appropriate billing allocation factor — to
verify (based on the work being performed)
that the appropriate cost drivers are being
used for the type of service being performed
such as Number of Employees, Transmission
Pole Miles, Number of Retail Electric

Date Page
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SYSTEM OF INTERNAL CONTROLS

Customers, or Total Assets.

BILLING SYSTEM Specific controls related to the billing
CONTROLS system include (1) The Accounting department

reviews the reasonableness of the statistics,
by affiliate company, that are used to
allocate costs by comparing them to other
statistics, amounts used in prior periods,
etc. (2) Reports are generated by the
billings system to reconcile/confirm that all
amounts were allocated and the total dollars
received for processing were billed out. (3)
An automatic e—mail is sent to the Accounting
department which identifies any errors
created during Journal Generation of the
AEPSC Bill. (4) The Accounting department
confirms the AEPSC net income is zero each
month—end to ensure that all expenses
incurred were billed. (5) The Accounting
department reviews the list of ASP affiliate
companies every month to assure billing
statistics are accumulated and posted
properly for a newly created affiliate
companies, or removed for inactivated
affiliate companies.

Please see Appendix 99—00—04 for information
regarding the billing allocation factors that
are used by AEPSC and their update frequency.

PRE—BILLING TRANS- Various controls exist surrounding the
ACTIONS REVIEW detailed accounting transactions that are

processed by the AEPSC billing system,
including: (1) Numerous edits/validations
are performed mechanically at the time
transactions are entered into the accounting
system. For example, the validation routines
will not permit a labor expense Account to be
used in conjunction with non-labor costs.
(2) Prior to running the monthly AEPSC
billing process, Accounting reviews certain

Date
PageAugust 11, 2010
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SYSTEM OF INTERNAL CONTROLS

accounting transactions to ascertain if any
items are misclassified based on certain
criteria. Correction entries are prepared,
if necessary, prior to the bill processing,
For example, transactions charges to income
tax FERC expense account should be charged to
the income tax work order. (3) An
“unbillable” report is run numerous times
prior to processing of the bill. This report
identifies transactions that will not bill
due to recently inactivated Work Orders,
invalid combinations of statistics, etc.
Correction entries are made as necessary
prior to running the bill.

ALLOCATION Shared costs are billed using approved
allocation factors. The billing systems is
designed to result in a fair and equitable
allocation of cost amount all affiliate
companies. As mentioned above under
wResponsibilitiesI information is readily
available to employees to assist with the
proper coding of transactions in order to
achieve these results relative to their areas
of responsibility.

TIME REPORTING REVIEW AEPSC uses positive time reporting whereby
AND APPROVAL time records are submitted by each AEPSC

employee, on a hi—weekly basis. Supervisors,
or their designated delegates, review and
approve the time records for the employees in
their respective groups.

In addition to the normal approval process,
periodically the Accounting department
provides reports to each AEPSC manager for
review and validation of their employees;
labor charges. The report indicates the
companies that each employee billed, the work
performed for the company, the labor hours
charged, and the work orders(s) used to bill
the hours. This report provides an

Date Page
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additional control to ensure employees were
billing correctly and that their managers
concurred with the billing. Managers were
required to sign the report indicating their
review and approval, and return the signed
copy to Accounting. If a manager has
questions about an employee’s time charges,
or believes a correction is required, the
manager communicates those concerns to
Accounting.

AFFILIATED BILLING Monthly, Utility General & Regulated
REVIEW Accounting sends reports to the State

Operating Companies Regional Presidents
(and/or their staff), and other members of
management, for their review and approval of
the AEPSC Work Order billing by affiliate
company.

The services performed and the amounts billed
are reviewed for accuracy on behalf of the
regulated utilities and AEPSC’s other affil
iated clients. The performing organizations
initiate all needed corrections and Corporate
Accounting processes the corrections.

DISPUTE RESOLUTION The monthly AEPSC billings to the affiliate
Operating companies are submitted to the AEP
state Business Operations Support groups for
their review and approval. The AEPSC bill
approval process for the Business Operations
Support groups includes various steps.
Monthly, Directors review the AEPSC
departments allocating costs to their
companies to determine whether it appears
reasonable for each department to be
allocating to that operating company. Also
monthly, Directors notify AEPSC of their
approval of the monthly AEPSC billing, noting
any issues needing resolved as a result of
their monthly review. Any issues arising
from the above reviews are coordinated

Date Page
August 11, 2010 5



KPSC Case No. 2013-00197
Section lI--Application

AMERICAN
ExhthitA

of 296
ELECTRiC Document

g

POWER Number 03-04-02

Cost Allocation Section

Manual AEPSC Billing System
Subject

SYSTEM OF INTERNAL CONTROLS

through the affected AEPSC department and the
AEPSC Controllers department, which will be
responsible for resolving issues raised by
the operating companies and making
appropriate adjustments. Each of the above
steps is documented, including approvals,
explanations of variances, and any
adjustments resulting from this review and
approval process. Directors are responsible
for retaining documentation for a minimum of

two years.

If a resolution cannot be reached among the
parties, the dispute is referred to the Chief
Financial Officer or another appropriate
member of executive management.

SERVICE EVALUATIONS Internal customer input and an internal
customer—oriented philosophy are necessary in
order to keep AEPSC operating efficiently and
at cost-competitive levels.

Internal customer surveys are used to measure
performance and internal customer satis
faction. The internal customer surveys,
along with the budgeting process and service
level agreements, are used to seek customer
input relative to the quantity, quality and
value of the various services being provided
by AEPSC to other groups within the ASP
holding company system.

Whenever feasible, and to the extent
necessary, cost levels and business practices
are benchmarked against other companies both
within and outside the electric utility
industry.

INTERNAL AUDITING The AEPSC Audit Services department performs
periodic audits of the AEPSC billing system.
The purpose of the audits is to examine the
internal controls over the billing process
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and to ascertain that billing allocations are
being performed in accordance with the
approved Allocation Factors and in accordance
with the Service Agreements AEPSC has with
its affiliated clients.

EXTERNAL AUDITING Annually, AEPSC is required to provide
audited financial statements to various banks
and leasing companies, and therefore is
subject to an audit by an outside auditing
firm, currently Deloitte & Touche. This
audit includes an audit of various
transactions through the billing system to
verify accuracy of the procedures and amounts
billed to affiliates.

STATE AND FEDERAL
AUDITS AND REPORTING

STATE AUDITS: AEPSC is subject to periodic state affiliate
and code of conduct audits, in order to
comply with certain state regulatory
requirements. For example, Texas requires an
affiliated code of conduct audit every three
years.

FERC AUDITS: Effective with the passage of the Public
Utility Holding Company Act of 2005 (which
became effective February 6, 2006) AEPSC is
now regulated by the Federal Energy
Regulatory Commission, and as such is subject
to FERC oversight and audit.

FERC REPORTING: The FERC requires a detailed annual financial
report for services companies, the FERC Form
60. This report contains detailed AEPSC
information, including amounts billed to each
affiliate company.

Date
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Work Order Accounting

SUMMARY AEPSC uses a work order system for the

accumulation of cost on a job, project or

functional basis. It includes schedules and

worksheets used to account for charges billed

to single and groups of associate and

nonassociate companies.

COST IDENTIFICATION As a subsidiary service company, AEPSC

identifies billable costs using two separate

chartfields (i.e., transaction coding blocks);

namely,

Activity (through General “G” Work

Orders) and

• Work Order.

Each of these chartfields is defined elsewhere

in this manual (look up “Chartfields” in the

Table of Contents or the Alphabetic Subject

Index to determine the applicable Document

Number).

General (i.e., “G”) work orders have been

established to assign the benefiting location

to general services that are billed by

“Activity”.

FUNCTION AND TYPES OF A billable cost is derived by using a

WORK ORDERS Work Order or Activity with a Benefiting

Location (including “G” Work Orders) . While

Work Order and Activity define the nature of

the service performed, the Benefiting Location

identifies the company or group of companies

for which the service is performed. Benefiting

Location is not a chartfield, but it is an

attribute of each billable Work Order. AEPSC

uses the following types of Work Orders

(billable and non-billable)

Direct - A Direct Work Order is used when the

service being provided benefits a single

company or company segment. The monthly cost

accumulated for a Direct Work Order is billed

100% to the company for which the service was

Date Page
September 17, 2010
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FUNCTION AND TYPES OF performed as designated by the Benefiting

WORK ORDER (Cont’d) Location code associated with the service.

Allocated — An Allocated Work Order is used

when the service being performed benefits two
or more companies or company segments. The
monthly cost accumulated for an Allocated Work
Order is allocated and billed to the companies
for which the service is performed as
designated by the Benefiting Location code
associated with the service.

The AEPSC billing system uses specific
company cost—causative Allocation Factors
to allocate costs that are accumulated under
Allocated Work Orders.

SCFringe - The SCFringe Work Order is used to
accumulate the cost of labor—related overhead.
Labor—related overhead includes, among other
things, payroll taxes and employee benefits
such as pension and medical expense.

SCFringe is charged to client companies in
proportion to the distribution of AEPSC’s
labor dollars.

While not part of SCFringe, it should be noted
that the cost of compensated absences such as
vacation and holiday pay is also charged to
client companies based on the distribution of
AEPSC’s labor dollars.

Departmental Overhead — The SDOH9999
Departmental Overhead Work Order is used to
accumulate certain overhead costs applicable
to each department. This Work Order may be
direct charged by each respective department
for general departmental expenses.

In addition, each department receives its fair
share of costs incurred by AEPSC’s Shared
Services groups (namely, Business Logistics,
Human Resources and Information Technology)

Date Page
September 17, 2010 2
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Many of the Shared Services groups’ expenses
are initially deferred on the Balance Sheet
and subsequently billed to the departments
that benefit from the costs based on various
statistics contained in the Shared Services
Repository. For example, occupancy expenses
(depreciation, rent, utilities, property
taxes, etc.) are allocated to departments
based on Square Footage; desktop computing
expenses are allocated to departments based on
the Number of Personal Computers; etc.

Departmental Overhead expenses are allocated
to client companies in proportion to the labor
charged by each department to the client
companies.

Internal Support Costs Overhead - The Internal

Support Costs CISC) Overhead Work Order is
used to identify the expenses incurred in
support of AEPSC’s overall operations. ISC
includes all expenses identified with work
order G0000103, which has an attribute of
Benefiting Location 103 (the code for AEPSC)
For example, the expenses incurred in
processing the payroll for AEPSC’s employees
and in paying AEPSC’s vendors are included in

ISC overhead is allocated to client companies
in proportion to the total cost charged to
each company.

ACTIVITY AND Service requests fall into two major

WORK ORDER REQUESTS categories:

Activity, and

Work Order.

As the overseer of the budgeting process,
AEPSC’s Corporate Planning and Budgeting group
is responsible for approving all requests for
adding or deleting Activities. The Corporate
Planning and Budgeting group processes all
requests for opening or closing new Activities

Date Page
September 17, 2010 3
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while the Corporate Accounting group processes
all requests for new AEPSC Work Orders.

The ABM Activity Request Form - This form
requires the following information:

Line Item Information

Requested By Name of requestor.
Electronic requests are
automatically populated
with requestor’s required
information, date and time.

Effective Date The requesting business
unit recommends an
effective date for use of
the new activity.

Activity The requesting business
Number unit provides the Activity

Number only when an
existing activity is being
changed.

Activity The requesting business
Description unit provides the proposed

title of the new activity
(e.g., “Develop Coal
Delivery Forecast”)

Process Group The requesting business
unit provides the name of
the high-level process
group to which the new
activity is related (e.g.,
“Generate Energy”)

Major Process The requesting business
unit provides the name of
the high-level major
process to which the new
activity is related (e.g.,
“Procure, Produce & Deliver
Fuel”)

Business The requesting business
Process unit provides the name of

the high—level business
process to which the

Date Page
September 17, 2010
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Line Item Information

activity is related (e.g.,
“Procure Coal”)

Purpose and The requesting business
Use unit provides a description

of the new activity, its
purpose and use.

Task List Provide a list of all the
steps and preparation
undertaken to arrive at the
request.

Suggested FERC The requesting business
Accounts unit provides the suggested

FERC account.
Service Corp The requesting business
Attribution unit recommends an
Basis Allocation Factor for use.

Cost Drivers The requesting business
unit provides the reasons
for the request.

See the ILLUSTRATIONS at the end of this
document for a copy of the Activity Request
Change Form.

Work Order Request Form — This form requires
the following information:

Line Item Information

Recommended The requesting business
Title unit provides the recom

mended work order title.
Project The requesting business
Costing unit provides the Project
Business Unit Costing Business Unit

identification.
Budget Project The requesting business

unit provides the
applicable Budget Project
code.

Work Order The requesting business
Type unit provides the Work

Date I IPage
September 17, 2010 5
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Line Item Information

Order type.

Estimated The requesting business
Total Costs to unit supplies the
be incurred by estimated cost of the work
AEPSC performed.

Estimated The requesting business
Duration unit provides the start

and the estimated
completion date.

Description of The requesting business
Service(s) To unit supplies a descrip—
Be Rendered tion of the work order

based on the nature and
scope of the project to be
performed.

Benefiting The requesting business
Location unit supplies the

applicable benefiting
location code based on the
company or class of
companies that will
benefit from the work
order. The requester can
select the benefiting
location code either by
Name or by Number. The
benefiting location will
become an attribute of the
work order.

Date Page
September 17, 2010 6
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Line Item Information

Recommended The requesting business

Allocation unit supplies the
Factor recommended Allocation

Factor code for the work
order. The Allocation
Factor code identifies the
proposed method of
allocation for Allocated
work orders. The
Allocation Factor becomes
an attribute of the work
order. Work orders that
pertain to a single
company should be assigned
an Allocation Factor code
of “39, Direct”.

Shared Shared Services
Services Departments, including
Deferrals Human Resources,

Information Technology and
Business Logistics, have
the opportunity to defer
actual amounts and bill
their costs via subsequent
Service Level Agreements
(SLA) Processing. These
departments are first
identified and then
indicate (Yes/No) if the
amounts are to be deferred
on a work order by work
order basis.
The requesting business

Additional unit provides any special

Remarks project or accounting
instructions related to
the work order or makes
reference to any
attachments.

Others To Be The requesting business
Notified When unit provides a list of
Request Is employees to be notified
Approved when the work order is

Date I IPage
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Line Item Information

opened for charges.
Are you the The requester must
Sponsoring indicate if he or she is
Supervisor for the sponsoring supervisor
This Request? for this work order

request.
Other The sponsoring supervisor
Reviewers must approve the request.

In addition, the Corporate
Accounting group must
accept or decline each
request.

See the ILLUSTRATIONS at the end of this
document for a copy of the Work Order Request
Form.

Date Page
September 17, 2010 8
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SYSTEM OF INTERNAL CONTROLS

These periodic audits and annual reporting
requirements provide additional controls
governing AEPSC’s accounting routines,
financial transactions, and billing to
affiliates.

Date Page
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SUMMARY AEPSC uses a work order system for the
accumulation of cost on a job, project or
functional basis. It includes schedules and
worksheets used to account for charges billed
to single and groups of associate and
nonassociate companies.

COST IDENTIFICATION As a subsidiary service company, AEPSC
identifies billable costs using two separate
chartfields (i.e., transaction coding blocks);
namely,

• Activity (through General “G” Work
Orders) and

o Work Order.

Each of these chartfields is defined elsewhere
in this manual (look up ‘Chartfie1ds” in the
Table of Contents or the Alphabetic Subject
Index to determine the applicable Document
Nurder).

General (i.e., “G”) work orders have been
established to assign the benefiting location
to general services that are billed by
“Activity”.

FUNCTION AND TYPES OF A billable cost is derived by using a
WORK ORDERS Work Order or Activity with a Benefiting

Location (including “G” Work Orders) . While
Work Order and Activity define the nature of
the service performed, the Benefiting Location
identifies the company or group of companies
for which the service is performed. Benefiting
Location is not a chartfield, but it is an
attribute of each billable Work Order. AEPSC
uses the following types of Work Orders
(billable and non—billable)

Direct - A Direct Work Order is used when the
service being provided benefits a single
company or company segment. The monthly cost
accumulated for a Direct Work Order is billed
100% to the company for which the service was

Date
Page
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FUNCTION AND TYPES OF performed as designated by the Benefiting
WORK ORDER (Cont’d) Location code associated with the service.

Allocated — An Allocated Work Order is used
when the service being performed benefits two
or more companies or company segments. The
monthly cost accumulated for an Allocated Work
Order is allocated and billed to the companies
for which the service is performed as
designated by the Benefiting Location code
associated with the service.

The AEPSC billing system uses specific
company cost—causative Allocation Factors
to allocate costs that are accumulated under
Allocated Work Orders.

SCFr±nge — The SCFringe Work Order is used to
accumulate the cost of labor—related overhead.
Labor—related overhead includes, among other
things, payroll taxes and employee benefits
such as pension and medical expense.

SCFringe is charged to client companies in
proportion to the distribution of AEPSC’s
labor dollars.

While not part of SCFringe, it should be noted
that the cost of compensated absences such as
vacation and holiday pay is also charged to
client companies based on the distribution of
AEPSC’s labor dollars.

Departmental Overhead - The SD0R9999
Departmental Overhead Work Order is used to
accumulate certain overhead costs applicable
to each department. This Work Order may be
direct charged by each respective department
for general departmental expenses.

In addition, each department receives its fair
share of costs incurred by AEPSC’s Shared
Services groups (namely, Business Logistics,
Human Resources and Information Technology)

Date Page
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Many of the Shared Services groups’ expenses
are initially deferred on the Balance Sheet
and subsequently billed to the departments
that benefit from the costs based on various
statistics contained in the Shared Services
Repository. For example, occupancy expenses
(depreciation, rent, utilities, property
taxes, etc.) are allocated to departments
based on Square Footage; desktop computing
expenses are allocated to departments based on
the Number of Personal Computers; etc.

Departmental Overhead expenses are allocated
to client companies in proportion to the labor
charged by each department to the client
companies.

Internal Support Costs Overhead — The Internal
Support Costs (ISC) Overhead Work Order is
used to identify the expenses incurred in
support of AEPSC’s overall operations. ISC
includes all expenses identified with work
order 00000103, which has an attribute of
Benefiting Location 103 (the code for AEPSC)
For example, the expenses incurred in
processing the payroll for AEPSC’s employees
and in paying AEPSC’s vendors are included in
ISC overhead is allocated to client companies
in proportion to the total cost charged to
each company.

ACTIVITY AND Service requests fall into two major
WORK ORDER REQUESTS categories:

Activity, and
o Work Order.

As the overseer of the budgeting process,
AEPSC’s Corporate Planning and Budgeting group
is responsible for approving all requests for
adding or deleting Activities. The Corporate
Planning and Budgeting group processes all
requests for opening or closing new Activities

Date Page
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while the Corporate Accounting group processes
all requests for new AEPSC Work Orders.

The BM Activity Request Form - This form
requires the following information:

Line Item Information

Requested By Name of requestor.
Electronic requests are
automatically populated
with requestor’s required
information, date and time.

Effective Date The requesting business
unit recommends an
effective date for use of
the new activity.

Activity The requesting business
Number unit provides the Activity

Number only when an
existing activity is being
changed.

Activity The requesting business
Description unit provides the proposed

title of the new activity
(e.g., “Develop Coal
Delivery Forecast”)

Process Group The requesting business
unit provides the name of
the high—level process
group to which the new
activity is related (e.g.,
“Generate Energy”)

Major Process The requesting business
unit provides the name of
the high—level major
process to which the new
activity is related (e.g.,
“Procure, Produce & Deliver
Fuel”)

Business The requesting business
Process unit provides the name of

the high—level business
process to which the

Date Page
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Line Item Information

activity is related (e.g.,
“Procure Coal”)

Purpose and The requesting business
Use unit provides a description

of the new activity, its
purpose and use.

Task List Provide a list of all the
steps and preparation
undertaken to arrive at the
request.

Suggested FERC The requesting business
Accounts unit provides the suggested

FERC account.
Service Corp The requesting business
Attrribution unit recommends an
Basis Allocation Factor for use.

Cost Drivers The requesting business
unit provides the reasons
for the request.

See the ILLUSTRATIONS at the end of this
document for a copy of the Activity Request
Change Form.

Work Order Request Form — This form requires
the following information:

Line Item Information

Recommended The requesting business
Title unit provides the recom

mended work order title.
Project The requesting business
Costing unit provides the Project
Business Unit Costing Business Unit

identification.
Budget Project The requesting business

unit provides the
applicable Budget Project
code.

Work Order The requesting business
Type unit provides the Work

Date I Page



KP5C Case No. 201 3-00197
Section It—Application
Ex[bit

of 296
ELECTRIC Document
POWER Number 03-04-03

Cost Allocation Section

Manual AEPSC Billing System
Subject
Work Order Accounting

Line Item Infoxmation

Order type.

Estimated The requesting business
Total Costs to unit supplies the
be incurred by estimated cost of the work
AEPSC performed.

Estimated The requesting business
Duration unit provides the start

the estimated completion
date.

Description of The requesting business
Service(s) To unit supplies a descrip—
Be Rendered tion of the work order

based on the nature and
scope of the project to be
performed.

Benefiting The requesting business
Location unit supplies the

applicable benefiting
location code based on the
company or class of
companies that will
benefit from the work
order. The requester can
select the benefiting
location code either by
Name or by Number. The
benefiting location will
become an attribute of the
work order.

Date Page
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Line Item Information

Recommended The requesting business
Allocation unit supplies the
Factor recommended Allocation

Factor code for the work
order. The Allocation
Factor code identifies the
proposed method of
allocation for Allocated
work orders. The
Allocation Factor becomes
an attribute of the work
order. Work orders that
pertain to a single
company should be assigned
an Allocation Factor code
of “39, Direct”.

Shared Shared Services
Services Departments, including
Deferrals Human Resources,

Information Technology and
Business Logistics, have
the opportunity to defer
actual amounts and bill
their costs via subsequent
Service Level Agreements
fSLA) Processing. These
departments are first
identified and then
indicate (Yes/No) if the
amounts are to be deferred
on a work order by work
order basis.
The requesting business

Additional unit provides any special

Remarks project or accounting
instructions related to
the work order or makes
reference to any
attachments.

Others To Be The requesting business
Notified When unit provides a list of
Request Is employees to be notified
Approved when the work order is

Date Page
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fT AMIICAN ABM Activity

POWER
q

Note:
The first approver is always the Business Unit Budget Coordinator. Requestor
must select coordinator’s name using Edit Approver List’ button above.

Click here to view list of Budget Coordinators

Requestor Information
Requested By: Donald W Roberts/AEPIN
RequestorlD: S191469
Employe Type: AEP Emp
Phone Number: 8-200-2996
Floor/Location: 26
Business Unit: 103
Department ID: 10284

Request Date: 04/20/2009 11:20:41 AM
Approval Status: New
Request Status: Waiting Action Group Processing

Requestor Previous Approvers Current Approver Future pprovers
Donald W Roberts L=> None Entered when submitted

Chtfld Regulated
Accounting
Chtfld Commercial
Accounting
Chtfld Service Corp
Accounting
Chtfld Business Integration

____________________ ________________________ ________________________

& Strategy

Requester Approvers
Donald W Roberts ) Entered when submitted

Chtfld Regulated Accounting
Chtfld Commercial Accounting
Chtfld Service Corp Accounting
Chifid Business Integration &

______________________________

Strategy

Approval Information
Request Information

RequestType: New

Request Title: (t

Reason for Request:

Detailed Description of
New Chartfleld Request:

Action Group Notify on Status
Chanqe
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Chartfield Chtlfd Generation
Maintenance Dept

Effective Date:

05/20/2009

Activity Detail:

Activity Number:

Activity Description:

Process Group:

Major Process:

Business Process:

Purpose and Use:

Task List:

Suggested
Ferc Accts:

Sv Corp Attr Basis:

Output Measure:

Cost Drivers:

El You’re ready to Submit! Please click the Submit’ button at the top of the form.

Communication & History
Automatically notified on Status change : Donald W Roberts, Entered when submitted, Chtfld Regulated

Accounting, Chtfld Commercial Accounting, Chtfld Service
Corp Accounting, Chifld Business Integration & Strategy,
Chtlfd Generation Dept,

Additional people to notify on Status change

To:
cc:
bcc:

Subject: egarding Charttield Request #New...

MEMO I
Send Memo as Ernaj <-- OR --> Record Memo in HistoOnlyJ

History
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AEPSC WORK ORDER REQUEST
Requested by Donald W Roberts 20-Apr-09 at 1 0:39 AM

®

REQUEST HEADER

Recommende
d Work Order
Title:

Project
Costing
Business Unit
(PCBU):

Budget
Project:

Work Order
Type:

Estimated
Total Cost to
be incurred by

AEPSC:

Estimated
Duration

D On-Going

Start:

End:

Full Description of the work to be performed:

Enter
Effective Date
for Work
Order [z Proj
Act Addi]:

Work Order
Number:

Enter the GL
Account:

Benefiting

Location:

BENEFITING LOCATION



Reason/Support
for billing these
Companies:

Billed Company:

KPSC Case No. 201 3-001 97
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ALLOCATION/ATTRIBUTION BASIS

Recommended Allocation/Attribution Basis: -

Reason/Support for using this
Allocation/Attribution to bill:

SHARED SERVICES
Is this Work Order for Business Yes
Logistics, Information Technology, or
Human Resources? No

WORK ORDER STATUS
Effective Date:

Work Order Status:

SCNA WORK ORDER INFORMATION
Effective Date of Billing Method
GL Unit
Company (Resource Sub Category)
Amount

ADDITIONAL INFORMATION
Additional Remarks and File Attachments:

Others To Be Notified When Request
Is Approved:

Are you the Roll Group Supervisor for Yes 0 No
this request?

APPROVAL/ROUTING

Sponsoring Roll Group Supervisor

Approver2 Status List:

pprover 3 Status List:

Show Edit History
AUDIT

Date Entered 04/20/2009 10:39:21 AM By Donald W Roberts/AEPIN
Modification History:



KPSC Case No. 2013-00197
Section Il--Application
ExnbitA

of 296
ELECTRIC Document

g

POWER Number 03-04-04

Cost Allocation Section

Manual AEPSC Billing System
Subject

BILLING ALLOCATIONS

SUMMARY Each Allocated Service ID, whether related to
an Activity or a Work Order, is assigned an
appropriate Allocation Factor code that,
along with the Benefiting Location code,
ultimately determines the dollars of cost
that will be charged to each client company.
Allocation Factor codes are assigned
according to the nature of the services
performed.

Each Direct Service ID is assigned an
Allocation Factor code of “39” which is fixed
at 100%.

FUNCTION OF THE The Allocation Factor code identifies the
ALLOCATION FACTOR CODE statistical factor that will be used to

calculate the percentage of cost applicable
to each client company. The assigned code
points to a table that includes the company—
specific values needed to calculate the
allocation percentages.

ROLE OF CORPORATE An accounting administrator in the Corporate
ACCOUNTING Accounting group has primary responsibility

for ensuring that the Allocation Factor code
assigned to each Allocated Service ID is
relevant to the service being performed.
Corporate Accounting is also responsible for
ensuring that the company—specific
statistical values needed for each Allocation
Factor are accurate and kept up to date. The
values are refreshed according to the
intervals determined for each Allocation
Factor (e.g., monthly, quarterly, semi
annually and annually)

The Allocation Factor assigned to each
Allocated Service ID should be the most
relevant cost—causative cost driver.

PROCESS The requestor of a new Activity or Work Order
is required to recommend an appropriate
Allocation Factor code. Requestors are in

Date Paae
September 10, 2009
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BILLING ALLOCATIONS

the best position to recommend an appropriate

Allocation Factor code since they are

intimately familiar with the work to be

performed and with the inherent cost drivers.

Corporate Accounting reviews all Allocation

Factor code selections for reasonableness.

EXAMPLES Examples of the appropriate use of Allocation

Factors are captured in the following table:

Activity/Shared Service Allocation Factor

191. Maintain Transmission 28. Number of Transmission
Right-of-Way Pole Miles

340. Process payroll 09. Number of employees

663. Perform Stores Accounting 26. Number of Stores
Transactions

LIST OF APPROVED The APPENDIX to this manual contains a list

ALLOCATION FACTORS of all the approved Allocation Factors.

Date Page
September 10, 2009 2
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REPORTS

SUMMARY An electronic journal entry is created by the

AEPSC billing system as part of the billing

process to record the accounts receivable and

revenue on AEPSC’s books, and to record the

corresponding distribution and accounts

payable on the associate companies’ books

(billing interface)

BILL FORMAT The following represents a view of the

monthly bill for services rendered by AEPSC

to an associate company:

AUDIT TRAIL An audit trail is maintained for all AEPSC

billing system transactions starting with the

source documents all the way through general

ledger posting.

The AEPSC billing system produces a journal

entry that is posted to each respective

company’s general ledger on a monthly basis.

The mask for this journal entry is
“SCBBILxxxx”. The alpha section of the mask

is constant. The numeric section of the mask

is assigned the next available journal entry

number each month for each company.

Date Page
March 2, 2012 i
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December 2011 Total AEPSC Bill

Billed From Department... Actuals Billed Budget Billed Variance

12673R Chief Administrative Officer

1 0559R Chief Executive Officer

12916R AEP Transmission

11517R Chief Operating Officer

88888R Shared Services Billing Only

1 0038R Chief Financial Officer

NONBU Orgs Excluded from BU View

TOTAL

_________________________

I

Variance by Department
Billed From (Actuals

Billed vs. Budget
Billed)

$3,000,000-

$2,500,000-

$2,000,000-

$1,500,000-

$1,000,000-

$500,000-
C.,.’

/

($500,000) /
/ / / /

/
/

/
12673R Chief 10559R Chief 12916R AEP 11517R Chief 88888R 10038R Chief NONBU Orgs

Administrative Executive Transmission Operating Shared Services Financial Officer Excluded from

Officer Officer Officer Billing Only BU View

/
,Ctrl Vat $
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ASSOCIATE COMPANY

Total AEPSC Bill

AEP Service Corporation Actuals Billed by Department and Cost Type

Fringes & Outside Employee Shared Materials &
Other

Department Actuals Billed Labor
Incentives Services Expenses Services Supplies

11517R Chief Operating Officer

12673R Chief Administrative Officer

10559R Chief Executive Officer

12916R AEP Transmission

10038R Chief Financial Officer

88888R Shared Services Billing Only

NONBU Orgs Excluded from EU View

TOTAL Sum:

Percentage of Cost Type - Actuals Billed From AEP Service Corporation]

Employee Expenses

2.15 %

Shared Services
15.79 %

Ovtside Services
24.20 %

Materials & Supplies
3.08 %

Other
.51 ¾

Labor
24.04 ¾Fringes & Incentives

21.23%



KPSC Case No. 201 3-00197

Section Il--Application

AEP Service Corporation Billing Summary - by Function Exhibit A
Page 208 of 23-O4-O5. ASSOCIATE COMPANY

December 2011 Total AEPSC Bill

AEP Service Corporation Actuals Billed by Function and Cost Type

. Actuals Fringes & Outside Employee Shared Materials & Other
Function

Billed
Labor

Incentives Services Expenses Services Supplies

Liabilities & Other Credits

Capital

Other Balance Sheet

Generation - Steam

Generation - Hydro

Generation - Nuclear

Generation - Other

Misc Power Supply Exps

Transmission

Distribution

Cust Service & Info Exps

Customer Accounts

Advertising

Regulatory Commission Exp

Admin & General Exps

Assoc Business Dev

Non-Recoverabte Exps

TOTAL

• AEP Service Corporation Actuals Billed by Function

Liabilities & Other Credits

Other Balance Sheet

Generation - Hydro

Generation - Other

Transmission

Cust Service & Info Exps

Advertising

Admin & General Exps

Non-Recoverable Exps

___________ __________________________________________________________________________________

($1000000) $0 $1000000 $2000000 $3000000 $4000000 $5000000 $6,000,000 $7000000
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ELECTRIC Document

POWER Number 03-05-01

Cost Allocation Section

Manual Intercompany Billing
Subject

OVERVIEW

SUMMARY The PeopleSoft general ledger system used by

AEP allows transactions to be coded for

intercompany billing.

BILLING SYSTEM AEP’s intercompany billing process automates

the accounting for costs incurred by one AEP

System company for the exclusive or mutual

benefit of one or more affiliates.

03—05—02

Date Page
September 16, 2010 1
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POWER Number 03-05-02

Cost Allocation Section

Manual Intercompany Billing
Subject

BILLING SYSTEM

SUMMARY Intercompany billing of O&M and capital costs
automates the accounting for work performed
by one company for the exclusive or mutual
benefit of one or more affiliates. This
process allows the performing company to
incur the cost and bill it to the appropriate
benefiting company or companies. All
intercompany billing transactions between
companies are summarized on a monthly basis,
resulting in one net billing between
companies.

USES Intercompany billing is used most often to
share operating expenses or when one company
performs services for another company. The
Affiliate Transaction Agreement, dated
December 31, 1996, and the Mutual Assistance
Agreement, dated July 30, 1987 provide the
basis of the intercompany billing.

Costs incurred which are subject to
intercompany billing can include, among other
costs, O&M or capital company labor including
appropriate transportation and labor fringes,
purchased materials or services, materials
issued from company storerooms, and rental
charges for use of another company’s
facilities.

CODING REQUIREMENTS The initiation of the intercompany billing
process requires the proper use of chartfield
values. An intercompany billing transaction
is initiated whenever a benefiting location
number is different than the performing
company’s business unit code. Benefiting
location numbers can be either 100% billed or
shared among multiple companies. A 100%
billed and a multiple company benefiting
location example follow:

CODING REQUIREMENTS Example: 100% billed Benefiting Location
(Cont’d) The duties performed by the West Virginia

Date Page
July 24, 2012
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g

POWER Number 03-05-02

Cost Allocation Section

Manual Intercompany Billing
Subject

BILLING SYSTEM

Rates Department benefit the ASP customers

within the state of West Virginia. Both

Appalachian Power Company and Wheeling Power

Company — Distribution serve customers in

West Virginia. All Rates Department

employees serving West Virginia are on the

payroll of Appalachian Power Company.

Whenever the Rates Department performs work

exclusively on a Wheeling Power Company —

Distribution rate case, their labor and

expenses are classified to benefiting

location 210. The use of 210 benefiting

location results in a 100% billing to

Wheeling Power Company - Distribution. This

intercompany billing establishes an accounts

receivable entry for Appalachian Power

Company, the performing company, and a

corresponding accounts payable entry for

Wheeling Power Company — Distribution, the

company benefiting from the work.

Example: Shared Benefiting Location

An invoice is received for aerial patrol

services performed for the Central

Transmission Region. Since this work has

been performed for the benefit of all five

companies served by the Central Transmission

Region, the processing company charges a

multiple company benefiting location. This

multi—company benefiting location shares the

cost among the five companies served by the

Central Transmission Region.

Since the invoice pertains to transmission

services, the cost incurred will be allocated

among the five companies using an Allocation

Factor of transmission pole miles. This

intercompany billing establishes an accounts

receivable entry for the performing company

and a corresponding accounts payable entry

for the four remaining benefiting companies.

Date Page
July 24, 2012 2
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POWER Numbet 03-05-02

Cost Allocation Section

Manual Intercompany Billing
Subject

BILLING SYSTEM

INTERCOMPANY BILLING All intercompany billing allocations are

COST ALLOCATIONS either direct (i.e., 100%) or are allocated

among the appropriate companies based on the

applicable multi—company benefiting location

code. Every multi—company transaction is

allocated using one of the approved

Allocation Factors for service company

billings. The Allocation Factor must be

appropriate for the function for which the

cost is incurred. For example, cost incurred

for the performance of transmission services

would be allocated using an Allocation Factor

of number of transmission pole miles.

AUDIT TRAIL An audit trail is maintained for all

intercompany billing transactions starting

with the source documents all the way through

general ledger posting.

The intercompany billing procedure produces

journal entries that are posted to each

respective company’s general ledger on a

monthly basis. The journal entry mask for

the intercompany billing process is

“INTCOMxxxx”. The alpha section in each mask

is constant. The numeric section of the

masks is assigned the next available journal

entry number each month for each company.

Any given intercompany journal entry can

contain several thousand lines of data each

month.

The accounts receivable and accounts payable

transactions created by the intercompany

billing process are assigned account numbers

1460006 and 2340027, respectively.

CASH SETTLEMENT Intercompany billing transactions are settled

Date Page
July 24, 2012 3
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ELECTRIC
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Cost Allocation Section

Manual Intercompany Billing
Subject

BILLING SYSTEM

through the ASP money pool among money pool

participants. Non-money pooi participants

settle—up through cash disbursements.

Date Page

July 24, 2012 4
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ELECTRIC Document

POWER Number 03-06-0 1

Cost Allocation Section

Manual InterUnit Accounting
Subject

OVERVIEW

SUMMARY The PeopleSoft general ledger and accounts

payable systems used by AEP allow

transactions to be recorded that pertain to

two or more companies.

JOINT PAYMENTS AND InterUnit accounting can be applied to

JOURNAL TRANSACTIONS accounts payable processing or general ledger

journal entry processing.

03—06—02

Date Page
February 18, 2008 1
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POWER Number 03-06-02

Cost Allocation Section

Manual InterUnit Accounting
Subject

JOINT PAYMENTS AND JOURNAL TRANSACTIONS

SUMMARY InterUnit accounting automates the process of
accounting for transactions that affect two
or more affiliated companies. The process
automatically generates the general ledger
transactions applicable to each company. All
InterUnit accounting transactions are
summarized on a daily basis, resulting in a
net amount due to and from each company, by
affiliated company.

USES InterUnit accounting can be applied to
accounts payable processing, accounts
receivable processing, or to general ledger
journal entry processing.

InterUnit accounting is used whenever one
company (i.e., business unit) processes a
vendor invoice, deposits funds, or classifies
journal entry transactions that pertain to
one or more other affiliated companies.

The InterUnit accounting feature within the
PeopleSoft software saves time, reduces
processing costs, accurately creates
reciprocal transactions, and provides for an
efficient settlement routine. It simplifies
the intercompany billing process by
eliminating the need to prepare and handle
paper billings. A complimentary process also
summarizes and nets the daily InterUnit
activity that occurs between companies.

CODING REQUIREMENTS InterUnit accounting requires the proper use
of business unit codes. An InterUnit
transaction is initiated by entering a
business unit code on a transaction
classification line that is different from
the processing company’s business unit code.

The uses of InterUnit accounting and the
related coding requirements are illustrated
by the following three examples:

Date
Page

September 10, 2009
1
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Cost Allocation Section

Manual InterUnit Accounting

Subject

JOINT PAYMENTS AND JOURNAL TRANSACTIONS

CODING REQUIREMENTS Example of invoice processing through

(Cont’d) accounts payable:

An invoice is received for legal services

performed for six of AEP’s generating

companies. Since the invoice pertains to

more than one company, the invoice can be

processed by one of the companies using at

least six lines of accounting classification;

that is, one line for each company.

InterUnit accounting will be triggered for

all the lines of classification that have a

business unit code that is different from the

processing company’s business unit code.

For each line of classification with a

different business unit code, the InterUnit

accounting process will establish a

receivable from associated companies on the

processing company’s books and a payable to

associated companies on the applicable

affiliate companies’ books. In addition, the

balance sheet and expense transactions

actually coded on the original accounts

payable voucher will automatically be posted

to the books of the applicable companies

based on the business unit codes that are

used.

Example of receipt processed through accounts

receivable:

A single wire transfer is received for

materials sold by three of AEP’s distribution

companies. The customer received three

separate invoices, one from each distribution

company, but chose to wire funds to only one

of AEP’s distribution companies for full

payments to eliminate incurring multiple wire

fees.

Date Page

September 10, 2009 2



KPSC Case No. 2013-00197
Section lI—Application
Exhibit A

AMERICAN Pa e217of296
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POWER Number 03-06-02

Cost Allocation Section

Manual InterUnit Accounting
Subject

JOINT PAYMENTS AND JOURNAL TRANSACTIONS

CODING REQUIREMENTS The Billing and Accounts Receivable section

(Cont’d) will apply payment to each distribution

company invoice by reflecting the deposit

company (i.e.: business unit), which

receipted for the wire transfer. Two of the

company invoices will have an invoicing

business unit different than the deposit

business unit. For these two invoices, the

InterUnit accounting process will establish a

receivable from associated companies on the

company rendering the invoice, and a payable

to associated companies on the company that

deposited the funds. In addition, the bill

classification will be relieved on the

company that issued the bill to the customer.

Example of general ledger journal entry

processing:

A single company (i.e., business unit)

operates a messenger delivery service for

itself and several affiliates. Corporate

Services provides Accounting Services with

the amounts to be billed each month to the

other companies based on their actual use of

the services.

Since this is a recurring transaction, an

InterUnit journal entry can be pre—coded

with the appropriate chartfield codes,

including the applicable business unit

codes. The dollar amounts to be billed to

the business units and the date of the

transaction are the only variables required

for journal entry preparation.

When processed, the InterUnit journal entry

will record the charges on the benefiting

affiliated companies’ books and establish an

associated company accounts payable. The

Date Page

September 10, 2009 3
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POWER Number 03-06-02

Cost Allocation Section

Manual InterUnit Accounting
Subject

JOINT PAYMENTS AND JOURNAL TRANSACTIONS

CODING REQUIREMENTS journal entry will also record the
(Cont’d) appropriate associated company accounts

receivable entries and offset the original
charges on the performing company’s books.
The debits to accounts receivable from
associated companies and the credits to
accounts payable to associated companies are
automatically generated for each journal
entry line item that has a business unit code
that is different from the performing
company’s business unit code.

INTERUNIT ACCOUNTING For InterUnit accounting purposes, the amount
applicable to each company must be coded
using separate detail lines. The amount for
any transaction that pertains to two or more
companies should be allocated using one of
the approved Allocation Factors for service
company billings. The Allocation Factor
selected must be appropriate for the type of
cost being allocated based on the nature of
the activity or project for which the cost is
incurred.

AUDIT TRAIL FEATURES An audit trail is maintained for all
InterUnit transactions starting with the
source documents all the way through to the
general ledger postings.

The InterUnit transactions processed through
Accounts Payable and Billing and Accounts
Receivable are posted to the general
ledger through the daily distribution
interfaces. InterUnit journal entries are
posted directly to the general ledger.

InterUnit transactions can be viewed on—line
through simple queries where the “Business
Unit does not equal Business Unit GL” for
accounts payable transactions, where the
“Business Unit does not equal DepositBU” for
accounts receivable, or where the “Business

Date Page
September 10, 2009 4
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Cost Allocation Section

Manual InterUnit Accounting
Subject

JOINT PAYMENTS AND JOURNAL TRANSACTIONS

AUDIT TRAIL FEATURES Unit does not equal Business Unit IU” for

(Cont’d) general ledger journal entries.

InterUnit accounting creates the affiliated

accounts receivable and accounts payable

transactions. Account numbers are assigned as

follows:

1) if the accounting is generated by either

journal entries or Billing and Accounts

Receivable, accounts 1460001 and 2340001

reflect the reciprocal receivable and

payable, or
2) if InterUnit accounting is generated by

Accounts Payable, accounts 1460009 and

2340030 reflect the reciprocal receivable

and payable.

AFFILIATED SETTLEMENTS A settlement process is initiated daily for

all InterUnit transactions. Corporate and

General Accounting supplies a file to

Treasury summarizing each company’s net

affiliated position for InterUnit

transactions. A net payable position results

in either increased short—term borrowings or

decreased short—term investments in the ASP

money pool among money pooi participants. A

net receivable position results in either

increased short—term investments or decreased

short—term borrowings in the ASP money pool

among money pooi participants. Non—money

pool participants settle through cash

disbursements.

Date Page
September 10, 2009 5
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Cost Allocation Section

Manual Asset Transfers
Subject

OVERVIEW

SUMMARY AEP companies, especially AEP’s electric
utilities, sell plant and equipment among
themselves. AEP companies also sell

materials and supplies to each other.

PLANT AND EQUIPMENT Plant and equipment generally is sold “at
cost” (i.e., net book value) to associate

companies in the AEP holding company
system.

03—07—02

MATERIALS AND SUPPLIES Materials and supplies are generally sold to
associate companies “at cost” using the

selling company’s average unit inventory

cost.

03—07—03

Date Page
September 16, 2010 1
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Document

POWER
Number 03-07-02

Cost Allocation Section

Manual Asset Transfers
Subject

PLANT AND EQUIPMENT

SUMMARY The physical integration of AEP’s power

plants and its many circuit miles of

transmission and distribution lines and the

use of common parts and equipment allow the

AEP companies to achieve cost savings by

combining their purchasing needs and

improving their ability to respond rapidly

to emergency situations throughout the

entire network.

Such benefits are achieved in part through

exchanges of plant and equipment among

affiliated utility companies as conditions

warrant. The exchanges take place either

through short—term rental arrangements

(i.e., loans) or through direct sales.

GUIDELINES

Sales Sales between affiliated utility companies

will be transacted at original cost less

depreciation, except as permitted by any

other applicable order filed with FERC or

required by state rule.

AEP Legal-Regulatory is to be informed for

the purpose of determining whether any

regulatory approvals must be sought, if any

proposed sale exceeds the following

amounts:

o All utility companies, other than

Appalachian Power Company and Wheeling

Power Company — $10,000,000

o Appalachian Power Company - $50,000 for

real estate sales, $1,000,000 for all

other sales

o Wheeling Power Company — any sale of

property

Date Page

September 16, 2010 1
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Manual Asset Transfers
Subject

PLANT AND EQUIPMENT

Loans Generally, loans of equipment and other
property should be limited to one year or
less. Items to be used for a period
greater than one year should be sold to the
user.

Rental fees for loaned property shall cover
all applicable costs. Such costs include
cost of capital, depreciation, taxes, and
administrative and general expenses.

Date Page
September 16, 2010 2



KPSC Case No. 2013-00197
Section lI--Application

AMERICAN
ExhthitA

of 296
ELECTRIC Document

g

POWER Number 03-07-03

Cost Allocation Section

Manual Asset Transfers
Subject

MATERIALS AND SUPPLIES

SUMMARY ASP’s material management groups along with

procurement personnel can initiate requests

to transfer materials and supplies (M&S)

from one AEP storeroom to another. M&S

sent from one company’s storeroom to an

associate company’s storeroom results in a

sale between companies.

MONTHLY BILLS TO The company owning the part generates a

ASSOCIATE COMPANIES Monthly bill for M&S shipped during the

month to an associate company. This method

is used very rarely since most transfers

occur through the inter—company journal

entries. Each item sold is priced “at cost”

using the seller’s average unit inventory

cost. Stores expense is added as

appropriate. All sales are recorded

through associated company accounts

receivable and accounts payable (i.e.,

Accounts 146 and 234, respectively)

Date Page
December 19, 2000
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Cost Allocation Section

Manual Introduction
Subject

OVERVIEW (DOCUMENTS)

SUMMARY AEP’s state regulatory commissions require

certain documents to be maintained in

connection with the transactions ASP’s

regulated utilities have with their

affiliates. In some cases, the documents

need to be maintained as part of the

utility company’s Cost Allocation Manual

(CAM).

AFFILIATE CONTRACTS This manual provides a brief description of

all contracts and agreements AEP’s

regulated utilities have with their

affiliates.
04-02—01

DATABASES Certain databases have been established for

reference purposes. The databases

described in this manual provide additional

information concerning certain subjects in

the manual.
04—03—01

JOB DESCRIPTIONS The Public Utilities Commission of Ohio

requires the job descriptions of certain

shared and transferred employees to be

maintained as part of the electric

utility’s CAM.
04—04—01

COMPLAINT LOG The Public Utilities Commission of Ohio

requires each electric utility to maintain

a log of the complaints the utility

receives in connection with the

Commission’s corporate separation rules.

The Commission requires the electric

utility to include the complaint log in its

CAM.
04-05—01

Date Page
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Manual Introduction
Subject

OVERVIEW (DOCUMENTS)

BOARD OF DIRECTORS The Public Utilities Commission of Ohio

requires each electric utility in Ohio to

keep a copy of the minutes from its board

of directors meetings in its CAM.

04—06—01

Date Page
July 13, 2009 2



KPSC Case No. 2013-00197
Section lI—Application
Exhibit A

AMERICAN Page 226 of 296
ELECTRIC Document
POWER Number 04-02-01

Cost Allocation Section
Affiliate Contracts with Regulated

Manual Companies
Subject

OVERVIEW

SUMMARY The AEP System’s regulated utilities provide
products and services to affiliates and
receive products and services from affiliates
under various contracts and agreements.
Copies of the contracts and agreements are
maintained in an electronic database that is
incorporated in this manual by reference.

SERVICE AGREEMENTS AEP’s electric utilities receive services
from AEPSC. The electric utilities provide
incidental services to each other as well as
to AEPSC.

04—02—02

MINING AND AEP System affiliates provide coal mining,
TRANSPORTATION coal preparation and coal handling services

as well as transportation services to ASP’s
regulated utilities.

04—02—03

CONSULTING SERVICES Engineering and consulting services are
provided by ASP’s regulated utilities to
certain non—regulated affiliates and vice
versa.

04-02—04

JOINT OPERATING Certain AEP facilities are jointly owned and
AGREEMENTS operated.

04-02-05

TAX AGREEMENT American Electric Power Company, Inc. and its
ASP System affiliates file a consolidated
Federal income tax return and share the
consolidated tax liability.

04—02—06

Date Page
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Cost Allocation Section
Affiliate Contracts with Regulated

Manual Companies
Subject

OVERVIEW

MONEY POOL AGREEMENT ASP and certain of its regulated subsidiaries
participate in the ASP System Money Pool.
The Money Pool is designed to efficiently
match the available cash and short—term
borrowing requirements of their participants,
minimizing the need for them to borrow from
external sources.

04—02—07
NONUTILITY MONEY POOL
AGREEMENT ASP, and certain of its unregulated

subsidiaries participate in the ASP System
Nonutility Money Pool. The Nonutility Money
Pool is designed to efficiently match the
available cash and short—term borrowing
requirements of their participants,
minimizing the need for them to borrow from
external sources.

04—02—08

Date Page
February 18, 2008 2
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Manual Companies
Subject

SERVICE AGREEMENTS

SUMMARY AEPSC provides various services to the AEP

System’s regulated utilities and non-

regulated affiliates under a standard service

agreement with each of the companies served.

The regulated utilities also provide services

to each other and to AEPSC under other

agreements.

AEPSC SERVICE AGREEMENT AEPSC has a service agreement, in a standard

format, with each of the AEP System companies

it serves. All agreements are dated June 15,

2000, unless the client company was formed

after that date. In addition APCO and

Wheeling have updated service agreements

dated May 15, 2008. The types of services

provided by AEPSC are listed in Document

Number 01—03—02 by category and description.

AEPSC SERVICE AGREEMENT AEPSC has a service agreement, in a standard

WITH TRANSMISSION format, with each of the AEP Transmission

COMPANIES companies it serves. The agreements have

various effective dates depending on when the

client company was formed. The types of

services provided by AEPSC are included in

the list in Document Number 01—03—02 by

category and description.

AFFILIATED TRANSACTIONS The Affiliated Transactions Agreement, dated

AGREEMENT December 31, 1996, is among Appalachian Power

Company, Columbus Southern Power Company,

Indiana Michigan Power Company, Kentucky

Power Company, Kingsport Power Company, Ohio

Power Company, Wheeling Power Company and

AEPSC.

This agreement covers the provision of

incidental services, the sale of goods, and

use of facilities and vehicles among the

participating companies.

Oate Page
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Document
Number 04-02-02

Section
Affiliate Contracts with Regulated
Companies
Subject

SERVICE AGREEMENTS

OPERATING COMPANY
SERVICE AGREEMENT
WITH TRANSMISSION
COMPANIES

CSW SYSTEM GENERAL
AGRE EMENT

CSW SYSTEM GENERAL
AGREEMENT (Cont’ U)

MUTUAL ASSISTANCE
AGREEMENT

Each Transmission company has a standard
affiliate service agreement with the
operating company in its jurisdiction. The
agreements have various effective dates
depending on when the Transmission Company
was formed.

This agreement covers services in connection
with the operation of each Transmission
Company’s transmission assets. The
agreements also contain a provision
appointing the operating company as agent for
licensing space on the transmission company’s
facilities.

The CSW System General Agreement, effective
June 1, 1999, is among AEPSC, Central Power
and Light, now AEP Texas Central, Public
Service Company of Oklahoma, Southwestern
Electric Power Company, West Texas Utilities
Company, now AEP Texas North and other CSW
subsidiaries including CSW Energy, Inc., CSW
International, Inc., CSW Credit, Inc., CSW
Leasing, Inc., C3 Communications, Inc., CSW
Energy Services, Inc., and EnerShop Inc.
AEPSC is the successor of Central and South
West Services, Inc.

This agreement is intended to provide written
documentation governing certain transactions
between the CSW electric operating companies
and by and between the CSW electric operating
companies and other CSW subsidiaries to the
extent such matters are not addressed in
other written agreements.

The Mutual Assistance Agreement, dated July
30, 1987, is among Appalachian Power Company,
Columbus Southern Power Company, Indiana
Michigan Power Company, Kentucky Power
Company, Kingsport Power Company, Ohio Power
Company, and Wheeling Power Company.

Page
2
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Affiliate Contracts with Regulated

Manual Companies
Subject

SERVICE AGREEMENTS

This agreement allows any participating

company to request emergency aid from any one

or more of the other participating companies

for the purpose of restoring electric

service caused by natural disasters and other

emergencies.

CENTRAL MACHINE SHOP The Central Machine Shop Agreement, dated

AGREEMENT January 1, 1979, is among Appalachian Power

Company and the Companies affiliated with

American Electric Power, Inc.

This agreement covers machine shop services

provided by Appalachian Power Company to

affiliates within the AEP System.

SYSTEM INTEGRATION The System Integration Agreement, as amended,

AGREEMENT is among Appalachian Power Company, Kentucky

Power Company, Ohio Power Company, Columbus

Southern Power Company, Indiana Michigan

Power Company, and their agent AEPSC; Public

Service Company of Oklahoma, Southwestern

Electric Power Company, and AEPSC.

This agreement provides the contractual basis

for coordinated planning, operation,

maintenance of the power supply resources of

the AEP East Zone and the AEP West Zone to

achieve economies consistent with the

provision of reliable electric service and an

equitable sharing of the benefits and costs

of such coordinated arrangements. This

agreement is intended to apply in addition to

and not in lieu of the AEP Interconnection

Agreement and [CSW] Operating Agreement.

AEP INTERCONNECTION The AEP Interconnection Agreement, originally

AGREEMENT dated July 6, 1951 and modified and

supplemented, is among Appalachian Power

Company, Columbus Southern Power Company,

Indiana Michigan Power Company, Kentucky

Date Page
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Power Company, Ohio Power Company (Members)
and AEPSC (Agent)

This agreement provides for the sharing of
power and off—system sales.

AEP SYSTEM INTERIM This agreement dated July 28, 1994, is among
ALLOWANCE AGREEMENT Appalachian Power Company, Columbus Southern
(MODIFICATION No. 1) Power Company, Indiana Michigan Power

Company, Kentucky Power Company, Ohio Power
Company (Members) and AEPSC (as Agent)

This agreement establishes, among other
things an equitable methodology for
allocating emission allowances and associated
costs and benefits between and among the
Members.

OPERATING AGREEMENT The [CSW] Operating Agreement (CSW no longer
exists), dated January 1, 1997, is among
CSWS, Central Power and Light Company, Public
Service Company of Oklahoma, Southwestern
Electric Power Company and West Texas
Utilities Company.

A restated and amended operating agreement
for Public Service Company of Oklahoma and
Southwestern Electric Power Company was
signed December 21, 2001.

This agreement provides the contractual basis
for a single interconnected electric system
through the coordinated planning, construc
tion, operation, and maintenance of the above
mentioned companies’ electric supplies.
CSWS has been designated to act as Agent for
this agreement.

SYSTEM TRANSMISSION The System Transmission Integration
INTEGRATION AGREEMENT Agreement, dated June 15, 2000, is among

Appalachian Power Company, Kentucky Power
Company, Ohio Power Company, Columbus

Date Page
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Southern Power Company, Indiana Michigan
Power Company, and their agent AEPSC; and
Public Service Company of Oklahoma,
Southwestern Electric Power Company, Central
Power and Light, now AEP Texas Central, West
Texas Utilities, now AEP Texas North, and
their agent CSWS (succeeded by AEPSC)

This agreement provides the contractual basis
for coordinated planning, operation and
maintenance of the AEP East Zone and the AEP
West Zone System Transmission Facilities to
achieve economies consistent with the
provision of reliable electric service and an
equitable sharing of the benefits and costs
of such coordinated arrangements.

TRANSMISSION The Transmission Agreement, dated April 1,
AGREEMENT 1984, is among Appalachian Power Company,

Columbus Southern Power Company, Indiana
Michigan Power Company, Kentucky Power
Company, and Ohio Power Company (Members) and
AEPSC (Agent)

This agreement provides for the equitable
sharing of costs incurred among the Members
for their respective high-voltage and extra
high—voltage transmission facilities. This
agreement is administered by AEPSC.

AEP SYSTEM TRANSMISSION AEP SYSTEM TRANSMISSION AGREEMENT, dated
CENTER AGREEMENT December 1, 2009 between Ohio Power Company

and the AEP West operating companies (AEP
Texas Central Company, AEP Texas North
Company, Public Service Company of Oklahoma,
and Southwestern Electric Power Company)

This agreement provides for the West
Operating Companies to make use of the AEP
Transmission Training Center facilities
located in Pataskala, OH and owned by AEP
Power for the training of transmission line
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personnel employed by the West Operating
Companies.

TRANSMISS ION
COORDINATION AGREEMENT

. THIRD AMENDED AND
RESTATED AGENCY
AGREEMENT (ACCOUNTS
RECEIVABLE)

THIRD AMENDED AND
RESTATED PURCHASE
AGREEMENT (ACCOUNTS
RECEIVABLE)

This agreement, dated January 1, 1997 and
revised October 29, 1999, is among Central
Power and Light Company, West Texas Utilities
Company, Public Service Company of Oklahoma,
and Southwestern Electric Power Company.

This agreement provides for the equitable
sharing of costs incurred and revenues earned
among the members for their respective
transmission systems.

This agreement, dated August 25, 2004 as
amended March 22, 2006 and January 30, 2008,
is among AEP Credit, Inc. and certain AEP
electric companies.

This agreement provides for the sale by the
operating companies to AEP Credit, Inc. of
accounts receivables arising from the sale
and delivery of electricity, gas and other
related services in the normal course of
business.

This agreement, dated August 25, 2004 as
amended March 22, 2006 and January 30, 2008
is among AEP Credit, Inc. and certain ASP
electric companies.

This agreement provides for the agent
(Operating Companies) to take any and all
steps on behalf of AEP Credit to collect all
amounts due under any or all of the
receivables arising from the sale and
delivery of electricity, gas and other
related services in the normal course of
business.
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ENERGY CONSERVATION This agreement, dated December 22, 1997, is
MEASURE UTILITY/ENERGY between West Texas Utilities, Inc. and
SERVICE COMPANY AGENCY EnerShop, Inc (EnerShop not longer exists).
AGREEMENT

West Texas Utilities, Inc. (WTU) has signed
an Energy Conservation Measures Agreement
with the United States Government relating to
the refurbishing and upgrading of US
Government facilities located within the
service territory of WTU. EnerShop is
authorized as the agent for WTU in completing
any Delivery/Task Orders agreed to by WTU and
the US Government. These Orders are for
energy conservation projects.

FRANKLIN AND INDIANA Franklin Real Estate Company (Franklin) and
FRANKLIN PURCHASE Indiana Franklin Realty, Inc. (Indiana
CONTRACTS Franklin) have purchase contracts with AEP’s

electric utilities (various dates)

The contracts provide that Franklin and
Indiana Franklin (Sellers) may buy,sell,hold
title to, or lease real estate as agents for
the benefit of the respective electric
utilities (i.e., each Purchaser).

INDIAN MESA The Interconnection Agreements dated March
INTERCONNECTION 19, 2001, are between West Texas Utilities,
AGREEMENT now AEP Texas North and Indian Mesa Power

Partners, LP (Generator) . These two
agreements provide for the interconnection of
WTU, now AEP Texas North’s transmission
system to the Generator’s electric generating
facilities (Plant) built in two (2) phases.
The interconnection of each phase of the
Plant is provided by the separate agreements.

ELECTRIC TRANSMISSION This agreement, dated December 21, 2007 is
TEXAS SERVICE AGREEMENT between Electric Transmission Texas (ETT) and

AEPSC.
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This agreement covers the provision of

services by AEPSC for ETT related to (i)the

evaluation and permitting of electric

transmission projects by ETT; (ii) budgeting

and scheduling services, the preparation of

construction documents, land acquisition

services, engineering services, procurement

services, construction services, and the

compilation of project records, relating to

the construction of electric transmission

projects by ETT; (iii) operation and

maintenance of its electric transmission

projects; (iv) legal, human resources,

environmental services, payroll, cash

management, financial, billing, collection,

accounts—payable, risk management,

regulatory affairs, accounting, tax, and

other business functions.

PATH WEST VIRGINIA This agreement, dated September 1, 2007

TRANSMISSION COMPANY PATH) is between PATH West Virginia

SERVICE AGREEMENT Transmission Company, LLC and AEP T&D

Services, LLC.

This agreement covers the provision of

services by AEP T&D Services, LLC for PATH

relating to designing, engineering, siting,

acquiring right-of-way for procuring,

permitting, construction, commissioning,

financing, owning, operating, and maintaining

certain electric transmission and

interconnection facilities.
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MINING AND TRANSPORTATION

SUMMARY AEP System affiliates acquire coal for and

provide for transporting coal to AEP’s

regulated utilities. With respect to certain

affiliated power plants, AEP System

affiliates may provide coal mining, coal

preparation and/or coal transloading

services.

COAL MINING The following table lists the mining

(including lignite) agreements between AEP’s electric utilities

and their mining subsidiaries:

DATE PARTIES

05—31-01 Southwestern Electric Power

Company and Dolet Hills Lignite

Company LLC.

This agreement provides that the above

mentioned mining company agree to mine,

extract, remove, prepare and sell the coal or

lignite they mine from their lands and, in

some cases, from lands owned by the electric

utility. The electric utility, in turn,

agrees to purchase the coal and lignite.

Certain AEP mines have been closed but

continue to incur mine shutdown costs.

COAL PREPARATION Under the coal preparation contract between

Columbus Southern Power Company and

Conesville Coal Preparation Company, dated

November 5, 1984, as amended on August 1,

1986 and January 1, 1987, Conesville Coal

Preparation Company washes, beneficiates and

handles the coal of Columbus Southern Power

Company.

COAL TRANSPORTATION There are several contracts under which AEP’s

electric utilities receive coal

transportation services from affiliates.

BARGE TRANSPORTATION The Barge Transportation Agreement, dated May

Date Page
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1, 1986, is among Appalachian Power Company,
Ohio Power Company and AEP Generating Company
(Shippers) and the River Transportation
Division of Indiana Michigan Power Company
(Division)

This agreement provides for the Shippers to
furnish and deliver coal to the Division at
loading points along certain rivers and to
accept delivery of such coal at designated
delivery points and pay for the services of
the Division in receiving, transporting and
delivering such coal.

Appendix A to the above agreement, dated
March 1, 1978, concerns charges and credits

to promote the efficient use of barges to
minimize barge delay. These are in the form
of barge demurrage charges and towboat
charges.

COAL TRANSFER-PUTNAM The Coal Transfer Agreement — Putnam Coal

COAL TERMINAL Terminal, dated September 15, 1980, is
between Appalachian Power Company (Operator)
and Ohio Power Company (User)

This agreement provides for the Operator to
unload coal for the User from unit trains,
transfer such coal from the unloading point
at the terminal to a loading point on the
Kanawha River, re—load such coal in barges,
and temporarily store such coal as required
prior to transport by water.

COAL TRANSFER-COOK The Coal Transfer Agreement — Cook Coal

COAL TERMINAL Terminal, dated June 17, 1983, is between
Ohio Power Company (Operator) and Indiana
Michigan Power Company (User)

This agreement provides for the Operator to
unload coal for the User from unit trains,

Date Page
March 31, 2010 2



KPSC Case No. 201 3-001 97
Section lI--Application

AMERIC4.N
ExhbitA

of 296
ELECTRIC Document

g

POWER Number 04-02-03

Cost Allocation Section
Affiliate Contracts with Regulated

Manual Companies
Subject

MINING AND TRANSPORTATION

transfer such coal from the unloading point
at the terminal, re—load such coal on barges,
and perform other related services at the
terminal.

RAIL CAR USE The Rail Car Use Agreement, dated April 1,
1982, is among Indiana Michigan Power
Company, Appalachian Power Company and
Ohio Power Company. It was amended effective
July 1, 2006 to add Public Service Company of
Oklahoma and Southwestern Electric Power
Company as parties to the agreement.

This agreement provides that coal hopper cars
leased or otherwise deployed by the above
parties be made available for the mutual
benefit of each party without regard to lease
ownership by a specific party but on the
basis of proximity and availability for use,
and other dispatching considerations.

RAILCAR MAINTENANCE The Rail Car Maintenance Agreement, dated
April 1, 1982, is among Ohio Power
Company, Appalachian Power Company, and
Indiana Michigan Power Company.

This agreement provides for Ohio Power
Company to furnish routine, preventive and
other maintenance to the railroad hopper cars
it leases and furnish similar services to the
hopper cars Appalachian Power Company and
Indiana Michigan Power lease.

The Rail Car Maintenance Facility Agreement,
dated July 29, 1997, is among SWEPCO, CPL,
now AEP Texas Central, PSO.

A unit train rail car maintenance facility
near Alliance, Nebraska has been established.
SWEPCO is the majority owner and operates the
facility. The actual cost of inspection and
maintenance of individual rail cars and other
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expenses directly assignable to a specific
rail car shall be paid by the party owning
the rail car. Mon—assignable costs are
shared based on the direct labor charges for
rail cars actually repaired or inspected per
party in ratio to the total direct labor
charges for all cars owned by the parties
repaired at the facility during the month.

Date
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CONSULTING SERVICES

This document identifies the consulting

services agreements AEP’s regulated

utilities have with certain non—regulated

affiliates.

AEP PRO SERV, INC.
formerly ASP Resources
Service Company, ASP
Resources Engineering

& Services Company
and AEP Energy Services,
Inc.)

ASP ENERGY SERVICES,
INC. (formerly ASP
Energy Solutions, Inc.)

The following table lists the consulting

agreements between the AEP electric

utilities and ASP Pro Serv, Inc. referred to

as the “Client”. These agreements allow the

Client to utilize certain services,

properties and resources of the AEP

electric utilities to sell management,

technical and training services and

expertise to non—affiliate companies.

DATE PARTIES

04—08-1983 Indiana Michigan Power Company

and ASP Pro Serv, Inc.

04-08—1983 Ohio Power Company and AEP Pro

Serv, Inc.

07-07-1983 Kingsport Power Company and

ASP Pro Serv, Inc.

07-07—1983 Kentucky Power Company and AEP

Pro Serv, Inc.

10-03-1983 Appalachian Power Company and

ASP Pro Serv, Inc.

10—03—1983 Wheeling Electric Company and

ASP Pro Serv, Inc.

The table which starts on the next page

lists the consulting agreements between the

ASP electric utilities and ASP Energy

Services, Inc. (Client) . These agreements

allow the Client to utilize certain

services, properties and resources of the

electric utilities to broker and market

energy commodities.

Page
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DATE PARTIES

09-27-1996 Ohio Power Company and AEP

Energy Services, Inc.

09—27—1996 Kingsport Power Company and

AEP Energy Services, Inc.

09-27-1996 Kentucky Power Company and AEP

Energy Services, Inc.

09—27—1996 Indiana Michigan Electric
Company and AEP Energy
Services, Inc.

01—09—1997 Wheeling Power Company and ASP
Energy Services, Inc.

03-06—1997 Appalachian Power Company and
AEP Energy Services, Inc.
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JOINT OPERATING AGREEMENTS

SUMMARY The Philip Sporn Plant, Amos Plant Unit No 3

and certain other ASP facilities are jointly

owned and operated. The Racine Hydro

Project is owned by Ohio Power Company and

- operated by Appalachian Power Company.

PHILIP SPORN PLANT The Philip Sporn Plant Agreement, dated

AGREEMENT January 1, 1998, is between Appalachian

Power Company and Ohio Power Company

(“Owners”)

Appalachian Power Company owns two 150,000

kilowatt generating units (Sporn units Nos.

1 and 3) and Ohio Power Company owns two

150,000 kilowatt generating units Sporn

units 2 and 4) . The Owners desire that

Appalachian Power Company operate and

maintain Philip Sporn Plant.

AMOS UNIT NO. 3 The Amos Unit No. 3 Operating Agreement,

OPERATING AGREEMENT dated July 26, 1973, is between Appalachian

Power Company and Ohio Power Company.

Appalachian Power Company and Ohio Power

Company are joint owners of a 1,300,000

kilowatt steam electric generating unit

known as Unit 3 at the John Amos Plant.

Appalachian Power Company operates and

maintains Amos Unit No. 3 for both itself

and Ohio Power Company.

EAST HVDC This agreement, August 3, 1995, is among

INTERCONNECTION AGREEMENT Southwestern Electric Power Company, CSW,

now ASP Texas Central, Houston Lighting and

Power Company (now Reliant Energy, HLP) and

Texas Utilities Electric Company

This agreement covers certain high voltage

direct current (HVDC) conversion and related

alternating current transmission defined as

the HVDC Interconnection located in Titus

EAST HVDC INTERCONNECTION SWEPCO operates the facility. It

Date Page
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JOINT OPERATING AGREEMENTS

AGREEMENT (Cont’ U)

OKLAUNION UNIT NO.1
CONSTRUCTION, OWNERSHIP
AND OPERATING AGREEMENT
(Also known as the
Participation Agreement)

OKLAUNION HVDC PROJECT
CONSTRUCTION, OWNERSHIP
AND OPERATING AGREEMENT

RACINE HYDRO PROJECT
OPERATING AGREEMENT

owns certain of the alternating current
facilities and charges the other partici
pants a facility charge based on their
ownership interest in the HVDC Project.
SWEPCO also bills operational and
maintenance charges it incurs as the
operator based on ownership interest.

This agreement, dated April 26, 1985 an
amended on August 14, 1985) is among Public
Service Company of Oklahoma, ASP Texas
North and and the Oklahoma Municipal Power
and the City of Brownsville, Texas.

The Oklaunion Power Unit No. 1 is a 720 MW
western coal fired steam generator. It is
located on 1937.2 acres in Wilbarger County,
Texas. This agreement is for the
construction, ownership and operation of
Oklaunion Power Unit 1.

This agreement, dated September 14,1988,
is among PSO, ASP Texas North Company
and Central and South West Services, Inc.

P50 and WTU own, and operate the project
known as the Oklaunion HVDC Tie located in
Wilbarger County, Texas.

The Racine Hydro Project Operating
Agreement, dated June 1, 1978, is between
Appalachian Power Company and Ohio Power
Company.

This agreement provides that Ohio Power
Company owns a hydroelectric plant located
on the Ohio River near Racine, Ohio.
Appalachian Power operates and maintains
this plant for Ohio Power in accordance with
the provisions set forth in the agreement.

Page
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TAX AGREEMENT

SUMMARY American Electric Power Company, Inc. (ASP)

joins in filing a consolidated federal income

tax return with its affiliates in the AEP

holding company system.

TAX AGREEMENT The ASP System tax agreement, among other

things, sets forth the companies’ agreement

to annually join in the filing of a
consolidated federal income tax return and

the method under which to allocate the

consolidated tax to the system companies.

This agreement permits the allocation of the

benefit of current tax losses utilized to the

System companies giving rise to them in

determining their current tax expense.

The tax loss of ASP is allocated to its

subsidiaries with taxable income. With the

exception of the loss of AEP, the method of

allocation approximates a separate return

result for each company in the consolidated

group.
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AEP SYSTEM AMENDED AND RESTATED MONEY POOL
AGREEMENT

SUMMARY The AEP System Utility Money Pool Agreement
is an arrangement whereby the participants
in the Utility Money Pool lend to and borrow
from each other on a short—term basis.

DESCRIPTION The ASP System Amended and Restated Money
Pool Agreement, dated December 9, 2004,is
among and between ASP, AEP Utilities, Inc.,
American Electric Power Service Corporation,
and AEP Utility Funding LLC and regulated
direct and indirect operating and certain
other subsidiaries each of which are
signatories to the Agreement or have become
signatories.

The Agreement gives participants the right
to borrow from the pool and invest their
excess funds in the pool.

A further description of the Utility Money
Pool is contained in another section of this
manual (see the Table of Contents or the
Alphabetic Subject Index to find the
applicable Document Number)

Date
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SUMMARY The AEP System Nonutility Money Pool
Agreement is an arrangement whereby the
participants in the Nonutility Money Pool
lend to and borrow from each other on a
short—term basis.

DESCRIPTION OF THE The AEP System Third Amended and Restated
AGREEMENT Nonutility Money Pool Agreement, dated May

1, 2012, is between AEP, and American
Electric Power Service Corp., AEP Nonutility
Funding LLC certain and unregulated direct
and indirect subsidiaries of AEP each of
which are signatories to the Agreement or
have become signatories.

The Agreement gives each pooi participant
the right to borrow from the pooi and to
invest excess funds in the pooi.

A further description of the Nonutility
Money Pool is contained in another section
of this manual (see the Table of Contents or
the Alphabetic Subject Index to find the
applicable Document Number)

Date february 21, 2013
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SUMMARY Certain databases have been established for

employee reference purposes.

CHARTFIELD VALUES A separate Lotus Notes database can be used

to view certain chartlield values. The

chartfield database contains the most current

information regarding the various chartfield

values and descriptions.

04-03-02

AFFLIATE AGREEMENTS A database file contains copies of all

agreements between AEP regulated utilities

and their affiliates.

04-03-03
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CHARTFIELD VALUES

SUMMARY Several chartfield databases have been

established for employee reference purposes.

A Lotus Notes database link provides a menu

for accessing the separate databases. The

chartfield databases contain the most current

information regarding the various chartfield

values and descriptions.

INSTRUCTIONS FOR DESKTOP To add the Chartfields icon to your Lotus

INSTALLATION Notes Desktop, you will need to perform the

following steps:

1. Enter Lotus Notes.
2. Hold the Ctrl button while pressing the

letter “o”.
3. Select the proper Server for your location

by using the down arrow, or type and hit

enter. Some of the available servers

include:

DSAPP4OR/SERVERS/2\EPIN Columbus

DSAPP1F7/SERVERS/AEPIN Canton,

Charleston, Fort Wayne

DSAPP1RO/SERVERS /2EPIN Roanoke

4. Using the Database section, select the

DATABASE folder (not Database catalog)

a. Select FINANCE
b. Select CORPPLAN
c. Select Chartfields Portfolio
ci. Click the Open button.

INSTRUCTIONS FOR Once the database link icon has been

VIEWING added to your desktop, the cliartfield values

may be viewed by clicking on the database

that contains the value(s) you are looking

for: GL Business Unit, Account, Department,

State/Jurisdiction, Product, ABM Activity

(Resource Category), Cost Component, Resource

Sub Category (or Tracking Code), Benefiting
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CHARTFIELD VALUES

Location, AEPSC Work Order, UT Work Order,
and NP. Work Order.
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AFFILIATE AGREEMENTS

SUMMARY An affiliated contracts database has been
established for reference purposes. A Lotus
Notes database link provides a method for
accessing this database. The affiliated
contracts database contains copies of the
affiliated contracts.

INSTRUCTIONS FOR To add the Affiliated Contracts to your Lotus

DESKTOP INSTALLATION Notes Desktop, you will need to perform the
following steps:

1. Enter Lotus Notes/Workspace at Office.
2. Click on Database Catalog (DSAPP1RO)

icon.
3. From the Database Catalog Menu, click

Databases (By Title)
4. Click Affiliate Transactions once and its

subtitle twice to access the Affiliated
Contracts index.

INSTRUCTIONS FOR To view the appropriate affiliate contract,
VIEWING double click on the name of the contract.

SECURITY ACCESS The CAM Administrator grants access to this
database on an as needed basis.
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SUMMARY The corporate separation rules adopted by
the Public Utilities Commission of Ohio
(PUCO) require the electric utility, as
defined in the rules, to maintain a copy of
each shared employee’s job description in
its Cost Allocation Manual (CAM) . In
addition, the CAM shall include a copy of
all transferred employees’ previous and new
job descriptions.

The corporate separation rules define
“employees” as “all full—time or part—time
employees of an electric utility or its
affiliates, as well as consultants,
independent contractors or any other
persons, performing various duties or
obligations on behalf of or for an electric
utility or its affiliates.”

Job descriptions are not required, nor are
they maintained, for consultants,
independent contractors or any other
persons who are not actual employees of the
electric utility or its AEP affiliates.

SHARED EMPLOYEES Job descriptions for all employees who are
shared between AEP’s PUCO regulated
electric utilities and any affiliate that
provides a competitive retail electric
service, or that provides a non-electric
product or service to customers, are
incorporated in this manual by reference.

04—04—02

TRANSE’ERRED EMPLOYEES The required previous and current job
descriptions for employees transferred from
AEP’s PUCO regulated electric utilities to
any affiliate that provides a competitive
retail electric service, or that provides a
non—electric product or service to
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OVERVIEW

TRANSFERRED EMPLOYEES customers, are incorporated in this manual

(Cont’d) by reference.

04—04—03
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SHARED EMPLOYEES (PUCO)

SUMMARY 4901:1—37—04 (A) (4) of the Public Utilities

Commission of Ohio’s (PUCO’s) corporate

separation rules states that an electric

utility may not share employees and/or

facilities with any affiliate, if the

sharing, in any way, violates the code of

conduct provisions contained in its corporate

separation rules.
In addition, 4901:1—37—08 (0) (4) and 4901:1—

37—04 (A) (5) of the corporate separation

rules require the electric utility to

maintain a copy of each shared employee’s job

description in its Cost Allocation Manual and

to ensure that all shared employees

appropriately record and charge their time

based on fully allocated costs.

DEFINITION OF SHARED In the corporate separation plans filed by

EMPLOYEE Columbus Southern Power Company (Case No. 99—

1729—EL-ETP) and Ohio Power Company (Case No.

99-1730-EL-ETP), the respondents defined a

“shared employee” as:

Any employee of the electric utility, or

any affiliate which provides a

competitive retail electric service or

which provides a non-electric product or

service to customers (i.e., the Separate

ASP Companies), or a consultant, indepen

dent contractor, or any other person

performing various duties or obligations

on behalf of the electric utility or the

Separate ASP Companies, whose more than

incidental job duties and responsi

bilities are divided between the electric

utility and any Separate ASP Companies

for other than emergency purposes.

PROCEDURE For purposes of this manual, job descriptions

for shared employees who are true employees

of the electric utility or any Separate AEP
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SHARED EMPLOYEES (PUCO)

PROCEDURE (Cont’d) Company are included in this manual by

reference and, as such, are part of this

manual.

Job descriptions are not maintained for

consultants, independent contractors or other

persons who are shared but are not actual

employees of the electric utility or the

Separate AEP Companies. However, a list of

such persons will be maintained. The list

will identify the name of each such person

and the name of the person’s actual employer.

The list, which will be prepared at least

every six months, is incorporated in this

manual by reference and, as such, is part of

this manual.

RESPONSIBILITY ASP Service Corporation’s Human Resources

Department, working with AEP’s various

business units, will prepare, on behalf of

AEP’s PUCO regulated electric utilities, the

required job descriptions for all shared

employees; and it will also maintain the

required list of other shared persons who are

not actual employees.

TIME CHARGES AEP’s time reporting systems are designed to

ensure that salary and salary—related costs

are properly allocated by requiring

employees, using positive time reporting, to

charge their time to the appropriate

accounting codes. All time charges are

allocated and billed on a fully allocated

cost basis as defined in the PUCO’s Corporate

Separation rules.

[NOTE: Other state commissions have

established requirements relative to shared

employees. See TAB 02, Section 04 of this

manual for further information.]
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TRANSFERRED EMPLOYEES (PUCO)

SUMMARY 4901:1—37—08 (D) (6) of the Public Utilities
Commission of Ohio’s (PUCO’s) corporate
separation rules require electric utilities,
as defined in the rules, to add to their Cost
Allocation Manuals (CAMs) a copy of all
transferred employees’ previous and new job
descriptions.

DEFINITION OF TRANS- A “transferred employee” is any full—time or

FERRED EMPLOYEE part-time employee of the electric utility,
as well as any consultant, independent
contractor or any other person, who performs
various duties or obligations for or on
behalf of the electric utility, that
transfers from the electric utility to any
affiliate which provides a competitive retail
electric service or which provides a non—
electric product or service to customers
(i.e., the Separate AEP Companies)

PROCEDURE For purposes of this manual, previous and new
job descriptions for all true employees of
the electric utility that transfer to a
Separate AEP Company are included in this
manual by reference and, as such, are part of
this manual.

Job descriptions are not maintained for
consultants, independent contractors or other
persons who are not true employees of the AEP
System. However, a list of all such persons
who transfer from the electric utility to a
Separate AEP Company will be maintained. The
list will identify the name of each such
person and the name of the person’s actual
employer. The list, which will be prepared
at least every six months, is incorporated in
this manual by reference and, as such, is
part of this manual.
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RESPONSIBILITY ASP Service Corporation’s Human Resources
Department, working with AEP’s various
business units, will prepare, on behalf of
any ASP electric utility regulated by the
PUCO, the required job descriptions for all
employees who transfer from the electric
utility to a Separate ASP company. Human
Resources will also maintain the required
list of other transferred persons who are not
actual employees of the ASP System.

[NOTE: Other state commissions have
established requirements relative to
transferred employees. See TAB 02, Section
04 of this manual for further information.]
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OVERVIEW

SUMMARY The corporate separation rules adopted by the

Public Utilities Commission of Ohio require

Columbus Southern Power Company and Ohio

Power Company to establish a complaint

procedure for issues related to their

respective corporate separation plans.

COMPLAINT LOG A log of complaints brought to the electric

utility must be maintained as part of the

electric utility’s Cost Allocation Manual.

04—05—02
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CORPORATE SEPARATION (PUCO)

SUMMARY 4901:1—37—05 (3) (14) and 4901:1—37—08 (0) (8)
of the Public Utilities Commission of Ohio’s
(the PUCO’s) corporate separation rules
require the electric utilities, as defined in
the rules, to establish a complaint procedure
for issues concerning compliance with the
PUCO’s corporate separation rules and a log
of complaints brought to the utility to be
included in its CAM.

RESPONSIBILITY AEP’s Vice President, Ethics & Compliance and
Chief Compliance Officer will follow the
procedures for handling such complaints as
set forth in the PUCO’s rules and as stated
in the corporate separation plans filed by
Columbus Southern Power Company and Ohio
Power Company.

CAM REQUIREMENTS The required complaint log is incorporated in
this manual by reference and, as such, is
part of this manual.
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OVERVIEW

SUMMARY The corporate separation rules adopted by the

Public Utilities Commission of Ohio (PUCO)

require Columbus Southern Power Company and

Ohio Power Company, or any successor electric

utility company operating in the state of

Ohio, to incorporate a copy of the minutes of

each of their board of directors meetings in

their Cost Allocation Manual (CAM)

COPIES The required minutes are incorporated in this

manual by reference.

04—06—02
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COPIES (PUCO)

SUMMARY 4901:1—37—08(D) (9) of the PUCO’s corporate

separation rules require electric utilities

to incorporate their minutes of each board of

directors meeting in their Cost Allocation

Manual (CAM) as a structural safeguard for a

minimum period of three years.

RESPONSIBILITY ASP’s Legal Department maintains the required

minutes as described in the corporate

separation plans filed by Columbus Southern

Power Company and Ohio Power Company

CAM REQUIREMENTS The required minutes are incorporated in this

manual by reference and, as such, are part of

this manual.
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Overview

SUMMARY The corporate separation rules adopted by the
Public Utilities Commission of Ohio requires

Ohio Power Company to establish a procedure
detailing each instance in which the electric

utility exercised discretion in the
application of its tariff provisions.

TARIFF DISCRETION LOG A log detailing each instance when the
electric utility exercised discretion in
application of its tariff provisions must be
maintained as part of the electric utility’s

Cost Allocation Manual.
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SUMMARY 4901:1—37—08 (D) (7) of the Public Utilities
Commission of Ohio’s (the PUCO’s) corporate

separation rules require the electric
utilities, as defined in the rules, to
establish a procedure detailing each instance

in which the electric utility exercised
discretion in the application of its tariff
provisions and a log of such instances to be
included in its CAM.

RESPONSIBILITY AEP Ohio’s VP of Regulatory and Finance

maintains the required procedure and related
Tariff Discretion Log.

CAM REQUIREMENTS The required log is incorporated in this
manual by reference and, as such, is part of
this manual.
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OVERVIEW (APPENDIX)

SUMMARY This appendix contains tables and other

supplementary information that can be used

for reference purposes.

GLOSSARY OF KEY A glossary of key terms and acronyms is

TERMS provided to assist the reader.

99—00—02

RECORD RETENTION A summary of the record retention

REQUIREMENTS requirements prescribed by AEP’s various

commissions for transactions with

affiliates is maintained as part of this

manual.

99—00—03

LIST OF APPROVED An Allocation Factor defines the factor(s)

ALLOCATION FACTORS that will be used to derive the percentages

of cost to be billed to each company

whenever costs are shared among AEP System

companies through the billing process.

A list of approved Allocation Factors is

maintained as part of this manual.

99—00—04

LIST OF PRIMARY Allocation Factors are assigned to final

ALLOCATION FACTORS BY cost objectives generally based on the

FUNCTION nature (i.e., function) of the work

performed.

A list of the primary Allocation Factors

for each function is maintained as part of

this manual.

99—00—05

LIST OF AFFILIATE AEP’s regulated utilities have entered into

CONTRACTS BY COMPANY various agreements with their affiliates.

TAB 04, Section 02 of this manual contains
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OVERVIEW (APPENDIX)

LIST OF AFFILIATE a description of each contract.
CONTRACTS BY COMPANY
(Cont’d) A list of the various contracts with each

regulated utility is maintained as part of
this manual.

99—00—06
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GLOSSARY OF KEY TERMS

SUMMARY This glossary provides definitions for key

terms and abbreviations used in this manual.

Unless the context in which the terms and

abbreviations as used in this manual clearly

indicate a different meaning as indicated in

this glossary.

AEP American Electric Power Company, Inc.

AEPSC American Electric Power Service Corporation

AEP holding company American Electric Power Company, Inc. (parent

system holding company) together with all of its

subsidiaries.

AEP System The electric utility companies, subsidiaries

of American Electric Power Company, Inc.

together with their subsidiary coal-mining

and power generating companies as well as

AEPSC.

Affiliates While each regulatory commission has its own

unique definition of the term “affiliates,”

as used in this manual the term generally

includes American Electric Power Company,

Inc. and all companies that are owned or

controlled by American Electric Power

Company, Inc.

Affiliate transactions Transactions between or among affiliates for

the sale and purchase of products, services

and capital assets.

Allocation Factors The cost allocation methods, factors and

percentages used in the billing process to

allocate costs among AEP companies.
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GLOSSARY OF KEY TERMS

Chartfields The distinctive fields used to affix Codes to

(or coding blocks) transaction records generally for the purpose

of identification, classification and

retrieval.

Coxnmon costs Costs that benefit both regulated and non—

regulated products and services. Also see,

Joint costs.

Cost allocator The method or ratio used to apportion cost.

A cost allocator can be based on the origin

of costs, as in the case of cost drivers;

cost—causative linkage of an indirect nature;

or one or more overall factors (also known as

general allocators)

Cost driver A measurable event or quantity which

influences the level of cost incurred and

which can be directly traced to the origin of

the costs themselves.

Primary cost driver The dominant driver of a given cost or cost

pool.

Cross—subsidy The amount of cost recovered from one class

of customers or business unit that is

attributable to another.

Direct costs Costs that can be identified specifically

with a given cost objective.

FERC Federal Energy Regulatory Commission.

Fully-allocated costs Direct costs plus an appropriate share of

(or fully—distributed indirect costs attributed to a given cost

costs) objective.

General allocator See Cost allocator.

Indirect costs Costs that cannot be identified specifically
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GLOSSARY OF KEY TERMS

with a given cost objective. Indirect costs

include, but are not limited to overhead

costs, and some taxes.

Joint costs Costs that benefit two or more cost

obj ectives.

Non—regulated Activities which produce products or services

operations that are not subject to price regulation by

regulatory authorities.

Regulated operations Activities which produce products or services

that are subject to price regulation by

government authorities.

SEC Securities and Exchange Commission.

Shareable costs Costs that are billable to two or more

companies (affiliated and non—affiliated) by

mutual agreement using fixed or variable

percentages.

Transfer pricing The price or method used to transfer (or bill

for) products or services delivered by one

division of a company to another division, or

by one affiliate to another affiliate.

Transfer pricing also pertains to asset

transfers and sales.

USoA The Uniform System of Accounts adopted by

each regulatory commission (usually the

Uniform System of Accounts prescribed by the

FERC for public utilities and licensees

subject to the provisions of the Federal

Power Act)
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RECORD RETENTION REQUIREMENTS

SUMMARY Some of AEP’s commissions have prescribed

minimum record retention requirements for

those records that are specifically related

to transactions with certain affiliates.

ARKANSAS Arkansas Rule 4.04 requires an electric

utility to maintain a record of all

transactions with its competitive

affiliates for at least three years

following the date of each transaction.

Arkansas requirements can be found in

Arkansas Public Service Commission Order 7

of Docket 06—112—R, dated May 25, 2007.

LOUISIANA As prescribed in the Louisiana Merger

Stipulation Appendix A — Affiliate

Transaction Conditions 13, SWEPCO or AEPSC

on behalf of SWEPCO may not make any non-

emergency procurement in excess of $1

million per transaction from an unregulated

affiliate other than from AEPSC except

through a competitive bidding process or as

otherwise authorized by this Commission.

Transactions involving the Company and CSW

Credit, Inc. for its successor) for the

financing of accounts receivables are

exempt from this condition. Records of all

such affiliate transactions must be

maintained until the Company’s next

comprehensive retail review. In addition,

at the time of the next comprehensive rate

review, all such affiliate transactions

that were not competitively bid shall be

separately identified for the Commission by

the Company. This identification shall

include all transactions between the

Company and AEPSC in which AEPSC acquired

the goods or services from another

unregulated affiliate.

OHIO The corporate separation rules adopted by
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RECORD RETENTION REQUIREMENTS

the Public Utilities Commission of Ohio

(PUCO) contain a minimum retention period

of three years for all information relative

to transactions between the electric

utility and its affiliates [4901:1—37—

08 (G]

As prescribed by the PUCO, all of AEP’s

Ohio-based electric utilities and their

affiliates shall maintain all underlying

affiliate transaction information for a

minimum of five years.

OKLAHOMA The Oklahoma Corporation Commission rules

require utility to keep records in the form

and for a period of time not less than that

specified by the applicable rules of FERC

or the RUS; or in the absence thereof, for

two (2) years. [Chapter 165:35—1—4(a)].

TEXAS The code of conduct rules adopted by the

Public Utility Commission of Texas require

the utility to maintain a contemporaneous

written record of all transactions with its

competitive affiliates, except those

involving corporate support services (as

defined in the rules) and those

transactions governed by tariff. Such

records shall be maintained by the utility

for three years [25.272 (e) (1)]

The same three—year minimum retention period

also applies to the records that are

required to be maintained in connection

with any discounts, rebates, fee waivers,

or alternative tariff terms and conditions

offered or granted by the utility to its

competitive affiliates for any product or

service. In addition, the utility is

required to make such records available for

third party review within 72 hours of a

TEXAS (Cont’d) written request, or at a time mutually
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RECORD RETENTION REQUIREMENTS

agreeable to the utility and the third
party [S25.272(f) (2)].

A competitive affiliate is an affiliate that
provides services or sells products in a
competitive energy—related market in Texas,
including telecommunications services; to
the extent those services are energy—
related.
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LIST Of FERC ACCEPTED ALLOCATION fACTORS

SUMMARY The following table provides a complete list of approved

Allocation Factors along with a description of the numerator

and the denominator applicable to each calculation.

NO. ALLOCATION NUMERATOR/DENOMINATOR UPDATED

FACTORS

Number of Bank Number of Bank Accounts by Company

Accounts Total Number of Bank Accounts Inactive

02 Number of Call Number of Call Center Phone Calls Per Company Inactive

Center Telephones Total Number of Call Center Telephones

03 Number of Cell Number of Cell Phones/Pagers Per Company Quarterly

Phones/Pagers Total Number of Cell Phones/Pagers

04 Number of Checks Number of Checks Printed Per Company Per Month Inactive

Printed Total Number of Checks Printed Per Month

05 Number of CIS Number of Customer Information System (CIS) Monthly

Customer Mailings Customer Mailings Per Company

Total Number of CIS Customer Mailings

06 Number of Number of Commercial Customers Per Company Semi-

Commercial Total Number of Commercial Customers Annually

Customers

07 Number of Number of Credit Cards Per Compgp Inactive

Credit Cards Total Number of Credit Cards Number of Commercial

06 Number of Number of Electric Retail Customers Per Company Semi-

Electric Retail Total Number of Electric Retail Customers Annually

Customers

09 Number of Number of Full—Time and Part—Time Employees Per Company Monthly

Employees Total Number of Full—Time and Part-Time Employees

10 Number of Number of Generating Plant Employees Per Company Inactive

Generating Plant Total Number of Generating Plant Employees

Employees

11 Number of General Number of GL Transactions Per Company Monthly

Ledger(GL) Total Number of GL Transactions

Transactions

12 Number of Help Number of Help Desk Calls Per Company Monthly

Desk Calls Total_Number_of_Help_Desk_Calls

13 Number of Number of Industrial Customers Per Company Semi

Industrial Total Number of Industrial Customers Annually

Customers
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LIST OF FERC ACCEPTED ALLOCATION FACTORS

14 Number of JCA Number of Lines of Accounting Distribution on

Transactions Job Cost Accounting (JCA) Sub—System Per Company Inactive

Total Number of Lines of Accounting Distribution

on_JCA_Sub—System

15 Number of Non— Number of Non-UNWA or All Non—Union Employees Per Company

UMWA Employees Total Number of Non-UMWA or All Non-Union Employees Monthly

16 Number of Phone Number of Phone Calls Per Phone Center Per Company Monthly

Center Calls Total Number of Phone Center Phone Calls

17 Number of Number of Purchase Orders Written Per Company Monthly

Purchase Orders Total Number of Purchase Orders Written

Written

18 Number of Radios Number of Radios (Base/Mobile/Handheld) Per Company Semi—

(Base/Mobile/Han Total Number of Radios (Base/Mobile/ Handheld) Annually

dheld)

19 Number of Number of Railcars Per Company Annually

Railcars Total Number of Railcars

20 Number of Number of Electric Bill Payments Processed

Remittance Items Per Company Per Month (non-lockbox) Monthly

Total Number of Electric Bill Payments Processed Per Month

(non—lockbox)

21 Number of Remote Number of Remote Terminal Units Per Company Annually

Terminal Units Total Number of Remote Terminal Units

22 Number of Rented Number of Rented Water Heaters Per Company Inactive

Water Heaters Total Number of Rented Water Heaters

23 Number of Number of Residential Customers Per Company Semi—

Residential Total Number of Residential Customers Annually

Customers

24 Number of Number or Routers Per Company Inactive

Routers Total Number of Routers

25 Number of Number of Servers Per Company Inactive

Servers Total Number of Servers

26 Number of Stores Number of Stores Transactions Per Company Monthly

Transactions Total Number of Stores Transactions

27 Number of Number of Telephones Per Company (Includes all phone lines)

Telephones Total Number of Telephones (Includes all phone lines) Semi—
Annually
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28 Number of Number of Transmission Pole Miles Per Company Annually
Transmission Total Number of Transmission Pole Miles
Pole Miles

29 Number of Number of Expected Transtext Customers Per Company Inactive
Transtext Total Number of Expected Transtext Customers
Customers

30 Number of Travel Number of Travel Transactions Per Company Per Month Monthly
Transactions Total Number of Travel Transactions Per Month

31 Number of Number of Vehicles Per Company Includes Fleet and Pool Cars)
Vehicles Total Number of Vehicles Per Company (Includes Fleet and Pool nually

Cars)

32 Number of Vendor Number of Vendor Invoice Payments Per Company Per Month Monthly
Invoice Payments Total Number of Vendor Invoice Payments Per Month

33 Number of Number of Workstations (PCs) Per Company Quarterly
Workstations Total Number of Workstations (PCs)

34 Active Owned or Number of Active Owned/Leased Communication Channels Per Company
Leased Total Number of Active Owned/Leased Communication Channels Inactive
Communi cat i on
Channels

35 Avg Peak Load Average Peak Load for Past Three Years Per Company Inactive
For Past Three Total of Average Peak Load for Past Three Years
Years

36 Coal Company The Sum of Each Coal Company’s Gross Payroll, Original Cost of
Combination Fixed Assets, Original Cost of Leased Assets, and Gross Inactive

Revenues for Last Twelve Months
The Sum of the Same Factors for All Coal Companies

37 AEPSC Past 3 AEPSC Past Three Months Total Bill Dollars Per Company Monthly
Months Total Total AEPSC Past Three Months Bill Dollars
Bill Dollars

38 AEPSC Prior Total Bill Dollars AEPSC Prior Month Per Company Monthly
Month Total Bill AEPSC Total Prior Month Bill Dollars
Dollars

39 Direct 100% to One Company Monthly

40 Equal Share One Company (1) Monthly
Ratio Total Number of Companies
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41 Fossil Plant The Sum of (a) the Percentage Derived by Dividing the Total

Combination Megawatt Capability of All Fossil Generating Plants Per

Company by the Total Megawatt Capability of All Fossil

Generating Plants and (b) the Percentage Derived by Dividing

the Total Scheduled Maintenance Outages of All Fossil Inactive

Generating Plants Per Company for the Last Three Years by the

total Scheduled Maintenance of All Fossil Generating Plants

During the Same Three Years
Two (2)

42 Functional Functional Department’s Past 3 Months Total Bill Dollars Per

Department’s Company Inactive

Past 3 Months Total Functional Department’s Past 3 Months Total Bill Dollars

Total Bill
Dollars

43 KWH Sales KWH Sales Per Company Annually

Total KWH Sales

44 Level of Construction Expenditures for All Distribution Plant Accounts

Construction — Except Land and Land Rights, Services, Meters and Leased

Distribution Property on Customers Premises, and Exclusive of Construction Semi—

Expenditures Accumulated on Direct Work Orders for Which Annually

Charges by AEPSC Are Being Made Separately, Per Company/During

the Last Twelve Months
Total of the Same for All Companies

45 Level of Construction Expenditures for All Production Plant Accounts

Construction — Except Land and Land Rights, Nuclear Accounts, and Exclusive

Production of Construction Expenditures Accumulated on Direct Work Orders Semi-

for Which Charges by AEPSC are Being Made Separately, Per Annually

Company During the Last Twelve Months

Total_of_the_Same_for_All_Companies

46 Level of Construction Expenditures for All Transmission Plant Accounts

Construction — Except Land and Land Rights and Exclusive of Construction

Transmission Expenditures Accumulated on Direct Work Orders for Which Quarterly

Charges by AEPSC are Being Made Separately, Per Company During

the Last Three Months
Total_of_the_Same_for_All_Companies
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LIST OF FERC ACCEPTED ALLOCATION FACTORS

47 Level of Construction Expenditures for All Plant Accounts Except Land
Construction — and Land Rights, Line Transformers Services, Meters and Leased
Total Property on Customers’ premises; and the Following General

Plant Accounts: Structures and Improvements, Shop Equipment, Inactive
Laboratory Equipment and Communication Equipment; and
Exclusive of Construction Expenditures Accumulated on Direct
Work Orders for Which Charges by AEPSC are Being Made
Separately, Per Company During the Last Twelve Months
Total_of_the_Same_for_All_Companies

48 MW Generating MW Generating Capability Per Company Annually
Capability Total_MW_Generating_Capability

49 MWH’s Generated Number of MWH’s Generated Per Company Semi
Total_Number_of_MWH’s_Generated Annually

50 Current Year Current Year Budgeted AEPSC Payroll
Budgeted Salary Dollars Billed Per Company Inactive
Dollars Total Current Year Budgeted AEPSC Payroll Dollars Billed

51 Past 3 Mo. Past Three Months MMBTU’s Burned Per
MMBTU’s Burned Company (All Fuel Types) Quarterly
(All Fuel Types) Total Past Three Months MMBTU’s Burned (All Fuel Types)

52 Past 3 Mo. Past Three Months MMBTU’s Burned Per Company (Coal Only)
MMBTU’s Burned Total Past Three Months MMBTU’s Burned (Coal Only) Quarterly
(Coal Only)

53 Past 3 Mo. Past Three Months MM3TU’s Burned Per Company (Gas Type Only)
MMBTU’s Burned Total Past Three Months MMBTU’s Burned (Gas Type Only) Quarterly
(Gas Type Only)

54 Past 3 Mo. Past Three Months MMBTU’s Burned Per Company (Oil Type Only)
MMBTU’s Burned Total Past Three Months MMBTU’s Burned (Oil Type Only) Inactive
(Oil Type O?aly)

55 Past 3 Mo. Past Three Months MMBTU’s Burned Per Company (Solid Fuels Only
MMBTU’s Burned Total Past Three Months MNBTU’s Burned (Solid Fuels Only) Quarterly
(Solid Fuels
Only)

Date Page
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56 Peak Load/Avg 4 Average of Peak Load, # of Retail Customers, and
Cust/KWH Sales KWH Sales to Retail Customers Per Company Inactive
Combination Total of Average of Peak Load, # of Retail Customers, and KWH

Sales to Retail Customers

57 Tons of Fuel Number of Tons of Fuel Acquired Per Company Semi
Acquired Total Number of Tons of Fuel Acquired Annually

58 Total Assets Total Assets Amount Per Company Quarterly
Total_Assets_Amount

59 Total Assets Total Assets Amount Less Nuclear Assets Per Company Quarterly
Less Nuclear Total Assets Amount Less Nuclear Assets
Plant

60 Total AEPSC Bill Total AEPSC Bill Dollars Less Interest and/or
Dollars Less Income Taxes and/or Other Indirect Costs Per Company Annually
Interest and/or Total AEPSC Bill Dollars Less Interest and/or Income Taxes
Income Taxes and/or Other Indirect Costs
and/or Other
Indirect Costs

61 Total Fixed Total Fixed Assets Amount Per Company Quarterly
Assets Total Fixed Assets Amount

62 Total Gross Total Gross Revenue Last Twelve Months Per Company Inactive
Revenue Total Gross Revenue Last Twelve Months

63 Total Gross Total Gross Utility Plant Amount Quarterly
Utility Per Company (Including CWI?)
Plant (Including Total Gross Utility Plant Amount (Including CWIP)
CWI P)

64 Total Peak Load Total Peak Load Per Company Monthly
Total_Peak_Load

65 Hydro MW Hydro MW Generating Capability per Company Annually
Generating Total Hydro MW Generating Capability
Capability

66 Number of Forest Number of Forest Acres Per Company Annually
Acres Total Number of Forest Acres

67 Number of Number of Banking Transactions Per Company Quarterly
Banking Total Number of Banking Transactions
Transactions

68 Number of Dams Number of Dams Per Company Inactive
Total Number of Dams

Date Page
f1arch 23, 2011 6
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69 Number of Number of Licenses Obtained per Company Inactive

Licenses Total Number of Licenses

Obtained

70 Number of Non- Number of Non-Electric OAR Invoices Per Company Semi-

Electric OAR Total Number of Non-Electric OAR Invoices Annually

Invoices

71 Number of Number of Transformer Transactions Per Company Monthly

Transformer Total Number of Transformer Transactions

Transactions

72 Tons of FGD Tons of FGD Material Per Company Semi—

Material Total Tons of FGD Material Annually

73 Tons of Tons of Limestone Received Per Company Semi—

Limestone Total Tons of Limestone Received Annually

Received

74 Total Total Assets + Total Revenues + Total Payroll Per Company Inactive

Assets/Total Total Assets + Total Revenues + Total Payroll

Revenues/Total
Payroll

75 Total Leased Total Leased Assets Per Company Inactive

Assets Total Leased Assets

76 Number of Number of Banking Transactions by Company Inactive

Banking Total Number of Banking Transactions

Transactions
77 Power Power Transactions by Company Monthly

Transactions to Total Number of Power Transactions

All Markets
76 Power Power Transactions to ERCOT Market by Company Monthly

Transactions to Total Number of Power Transactions to ERCOT Market

ERCOT Market

79 Trans (commdts) Trans (coiumdts) to all Markets by Company Monthly

to All Markets Total Number of Trans fcommdts) to all Markets

80 Trans fcommdts) Trans (commdts) to ERCOT Markets by Company Monthly

to ERCOT Market Total Number of Trans fcommdts) to ERCOT Markets

Date Page
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SUMMARY The following table identifies the primary
Allocation Factors that are associated with
the listed functions.

GROUP/FUNCTION PRIMARY ALLOCATION FACTORS

Audit Services Total Assets, 100% to One Company,
Number of Employees, AEPSC Past 3
Months Total Bill

Business Logistics Number of Electric Retail Customers,
Number of Employees

Chairman Total Assets, 100% to One Company,
Number of Employees, AEPSC Past 3
Months Total Bill

Commercial & Financial Total Peak Load (Prior Year), 100% to
Analysis One Company, Daily Power Transactions

(All Markets),Power Transactions to
ERCOT Market

Commercial Operations Total Peak Load (Prior Year), 100% to
One Company, Total Assets

Corporate Accounting Total Assets, 100% to One Company, Total
Assets, AEPSC Past 3 Months Total Bill,
Number of GL Transactions

Corporate Communications Number of Employees, Total Assets,
AEPSC Past 3 Months Total Bill, Number
of Electric Retail Customers

Corporate Human Resources Number of Employees, 100% to One
Company, AEPSC Past 3 Months Total Bill

Corporate Planning and MW Generating Capability, AEPSC Past 3
Budgeting Months Total Bill, 100% to One Company

Customer & Dist Services Number of Electric Retail Customers,
Number of CIS Customer Mailings,
Number of Phone Center Calls, Total
Fixed Assets

Electric Transmission Texas Total Assets, AEPSC Past 3 Months Total
Bill

Energy Trading and Total Peak Load (Prior Year), AEPSC

Marketing Past 3 Months Total Bill Dollars

Environment and Safety 100% to One Company, MW Generating
Capability, Total Assets, Number of
Employees

Federal Affairs Total Assets, AEPSC Bill less Indir and

Date IPage
March 23, 2011
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GROUP/FUNCTION PRIM?RY ALLOCATION FACTORS

mt1 100% to One Company

Finance, Acct and Strategic Total Assets, 100% to One Company,
Ping AEPSC Past 3 Months Total Bill

Fossil & Hydro 100% to One Company, MW Generating
Capability, Total Assets

Fuel, Emissions & Logistics Tons of fuel Acquired, 100% to One
Company, MW Generating Capability

Generation Administration MW Generating Capability, Level of
Construction-Production, 100% to One
C omp any

Generation Business MW Generating Capability, Level of
Services Construction—Production, 100% to One

Comp any

Generation Dispatch MWH’s Generated, 100% to One Company

Generation Engineering and 100% to One Company, MW Generating
Technical Services — Capability, Level of Construction—
Engineering Project Field Production
Services
Information Technology 100% to One Company, Number of Electric

Retail Customers, Total Peak Load
(Prior Year)

Legal GC/Administration Total Assets, Total Fixed Assets, 100%
to One Company

Regulatory Services Total Assets, Total Fixed Assets,
Number of Trans Pole Miles, 100% to One
Company

Risk and Strategic Total Fixed Assets, AEPSC Past 3 Months
Initiatives Total 3111, 100% to One Company

RTO Operations Total Peak Load (Prior Year), MWH’s
Generated, 100% to One Company

Shared Services AEPSC Bill less Indirect and Interest,
Total Assets, 100% to One Company

Transmission Administration Total Assets, Level of Construction—
Transmission, Number of Transmission
Pole Miles

Transmission Engineering 100% to One Company, Level of
and Project Services Construction—Transmission, Number of

Transmission Pole Miles

Transmission Region Level of Construction—Transmission,
Operations Number of Transmission Pole Miles, 100%

Page
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GROUP/FUNCTION PRIMARY ALLOCATION FACTORS

to One Company

Transmission Strategy and Level of Construction—Transmission,
Business Development Number of Transmission Pole Miles, 100%

to One Company

Transmission System Number of Transmission Pole Miles, 100%
Operations to One Company, Level of Construction—

Transmission

Treasury and Investor Total Assets, AEPSC Past 3 Months Total

Relations Bill, 100% to One Company

Utility Operations Total Assets, Number of Employees, 100%

Administration to One Company

Utility Operations Business Total Assets, Number of Employees, 100%

Services to One Company

Utilities — East 100% to One Company, Number of Electric
Retail Customers, Total Assets

Utilities — West Total Assets, 100% to One Company,
Total Fixed Assets, Number of Electric
Retail Customers

Vice Chairman Total Assets, 100% to One Company,
Number of Transmission Pole Miles

Page
3
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Section

Appendix
Subject

LIST OF AFFILIATE CONTRACTS BY COMPANY

SUMMARY The following table is a listing of the

affiliate contracts with each electric

utility in the AEP System.

COMPANY NAME DATE CONTR21CT

Oklaunion Unit No. 1 Construction ownership

and Operating Agreement

Rail Car Lease Agreement (West)

East HVDC Interconnection Facilities Use and

Maintenance Agreement
General Pole Attachment Agreement between

CP&L and C3 Communications (formerly CSW

Communications, Inc.)

CSW Operating Agreement
Rail Car Maintenance Facility Agreement

(West)
Amended and restated South Texas Project

participation agreement between City of San

Antonio, CP&L, Houston Lighting and Power

Co., City of Austin & STP Nuclear Operating

Company (as Operator)
Electric Service Contract between Frontera

General Limited Partners and Central Power

and Light.
Interconnection Agreement Between CP&L and

Frontera Generation Limited

CSW System General Agreement

Memorandum of Understanding (West) Between C3

Communications Inc and Public Service Company

of Oklahoma, Southwestern Electric Power

Company, Central Power and Light, and West

Texas Utilities
Transmission Coordination Agreement (West)

System Integration Agreement

System Transmission Integration Agreement

AEP Co. Inc. and its Consolidated Affiliated

Tax Agreement regarding methods of allocated

Consolidated Income Tax

AEPSC Service Agreement with Central Power

and Light
Amended and Restated Purchase Agreement

Page
1
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Manual

AEP Texas
Central
Company
(Formerly
Central
Power and
Light)

04/26/85

07/01/93
08/03/95

06/01/96

01/01/97
07/29/97

11/17/97

03/26/99

03/30/99

06/01/99
07/08/99

10/29/99
06/15/00
06/15/00
06/15/00

06/15/00

06/16/00

Date
August 31, 2012
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COMPAZ’IY NAI’lE DATE CONTRACT

Between CSW Credit, Inc. and Affiliate (West)

Companies

06/16/00 Amended and Restated Agency Agreement Between

CSW Credit, Inc. and Affiliate (West)

Companies

12/09/04 ASP System Amended and Restated Utility Money

Pool Agreement

12/18/02 AEP System Utility Money Pool Agreement

01/01/05 ASP System Tax Agreement

12/01/09 ASP System Transmission Center Agreement

AEP Texas 04/26/85 Oklaunion Union No 1 Construction, Ownership

North and Operating Agreement

Company 09/14/88 Oklaunion HVDC Project Construction,

(Formerly Ownership and Operating Agreement

West Texas 07/01/93 Rail Car Lease Agreement(West)

Utilities) 07/01/96 Pole Attachment License Agreement (West)

between West Texas and C3 Communications

(Formerly CSW Communications)

01/01/97 CSW Operating Agreement

06/04/97 Abilene/San Angelo Fiber System Agreement

between C3 Communications (Formerly CSW

Communications) and West Texas Utilities

Company

12/22/97 Energy Conservation Measure Utility/Energy

Service Company Agency Agreement

06/01/99 CSW System General Agreement

07/08/99 Memorandum of understanding (West)between C3

Communications, Inc. and Public Service of

Oklahoma, Southwestern Electric, Central

Power and Light and West Texas

10/29/99 Transmission Coordination Agreement (West)

Regulated Companies

06/15/00 System Integration Agreement

06/15/00 System Transmission Integration Agreement

06/15/00 American Electric Power Company, Inc. and

it’s Consolidated Affiliated Tax Agreement

regarding methods of allocated consolidated

Income Tax

06/15/00 AEPSC Service Agreement with West Texas

Utilities Company

06/16/00 Amended and Restated Purchase Agreement

Date IPage
August 31, 2012 2
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COMPANY NAME DATE CON7R4CT

between CSW Credit, Inc. and Affiliate (West)

Companies

06/16/00 Amended and Restated Agency Agreement between

CSW Credit, Inc. and Affiliate (West)

Companies

10/30/01 Construction Agreement/Trent Wind Farm LP

12/18/02 ASP System Utility Money Pool Agreement

06/26/01 Interconnection Agreement (ERCOT Generation)

between AEPTN & PSO

01/01/05 American Electric Power Company, Inc. and

it’s Consolidated Affiliated Tax Agreement

regarding methods of allocated consolidated

Income Tax

11/16/04 Interconnection Agreement Between West Texas

Utilities Company and Indiana Mesa Power

Partners II LP

12/09/04 ASP System Amended and Restated Utility Money

Pool Agreement

05/25/06 Purchase and Sale Agreement between CSW Power

Marketing, LLC

12/01/09 AEP System Transmission Center Agreement

Appalachian 08/11/41 Land Purchase Contract between APCo and the

Power Franklin Real Estate Company

Company 09/14/48 Coal Supply Agreement Between APCo and

Central Appalachian Coal

11/25/70 Purchase Agreement between APCO and Indiana

Franklin Realty Inc.

07/29/73 Appalachian Power & Ohio Power (Amos Plant)

12/01/76 Indenture Between APC0 and Cedar Coal

03/01/78 Indenture Between APC0 and Southern

Appalachian Coal Company

06/01/78 Racine Hydro Operating Agreement

01/01/79 Central Machine Shop Agreement

09/15/80 Putnam Coal Transfer Agreement between APCo

and OPCo

04/01/82 AEP System Rail Car Use Agreement

04/01/82 Rail Car Maintenance Agreement

04/08/83 AEP Pro Serv, Inc. (Formerly ASP Resources)

10/03/83 Agreement Between Appalachian Power Company

and AEP Pro Service (Formerly AEP Energy

Services

Date IPage
August 31, 2012 3
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LIST OF AFFILIATE CONTRACTS BY COMPANY

04/01/84
05/01/86
04/27/87
07/30/87
06/21/96

12/31/96

03/06/97

03/04/98

03/01/98

01/01/98

01/01/98

01/27/98

02/12/98

03/04/98

06/15/00

06/15/00

06/16/00

06/15/00

06/15/00
06/15/00
12/13/00

12/18/02
05/04/04

Transmission Agreement

Barge Transportation Agreement and Appendix A

Interconnection Agreement

Mutual Assistance Agreement

AEP Modifications No. 1 AEP System Interim

Allowance Agreement
Affiliated Transactions Agreement (East

Companies)
Agreement Between Appalachian Power Company

and AEP Energy Services Inc.

Agreement between Appalachian Power Company

and AEP Communications, LLC

Pole Attachment License Agreement (EAST)

between AEP Operating Companies and AEP

Communications LLC
Master Site Agreement (East) with AEP

Operating Companies and AEP Communications

LLC
Appalachian Power Company and Ohio Power

Company (Sporn Plant)

Agreement between AEP Communications, LLC

Appalachian Power Company and Wheeling Power

Fiber Optic Agreement (East) with AEP

Communications
Agreement between AEP Communications LLC and

Appalachian Power Company

AEPSC Service Agreement with Appalachian

Power Company
American Electric Power and it’s consolidated

Affiliated Tax Agreements regarding methods

of allocating consolidated income taxes

Purchase Agreement Between CSW Credit and

it’s affiliate client companies

Agency Agreement Between CSW Credit and it’s

affiliated client companies

System Integration Agreement

System Transmission Integration Agreement

Contract number C—1l031 Between AEPSC, as

agent and Sun Technical

AEP System Utility Money Pool Agreement

Arrangement for the use of the Amos Simulator

=
ELECTRIC
POWER

Cost Allocation Section

Manual Appendix
Subject

COMPANY NAME DATE CONTRACT

Date
August 31, 2012
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08/25/04 Third Amended and Restated Purchase Agreement

between ASP Credit and Appalachian Power
Company

08/25/04 Third Amended and Restated Agency Agreement

between ASP Credit and Appalachian Power

12/09/04 ASP System Amended and Restated Utility Money
Pool Agreement

01/01/05 ASP Co, Inc. and its Consolidated Affiliate

Tax agreement regarding methods of Allocating
Consolidated Income Taxes.

03/22/06 Amendment No. 1 to the Third Amended and
Restated Purchase Agreement between ASP

Credit and Appalachian Power
03/22/06 Amendment No. 1 to the Third Amended and

Restated Agency Agreement between ASP Credit

and Appalachian Power
07/01/06 Amendment No. 1 and Consent to AEP System

Rail Car Use Agreement

11/16/07 Gypsum And Purge Stream Waste Disposal

Agreement
01/30/08 Amendment No. 2 to the Third Amended and

Restated Purchase Agreement between ASP
Credit and Appalachian Power

01/30/08 Amendment No. 2 to the Third Amended and
Restated Agency Agreement between ASP Credit
and Appalachian Power

05/15/08 Agreement Between Appalachian Power Company
and AEPSC

Columbus 12/31/11 As of 12/31/2011 Columbus Southern Power

Southern merger with Ohio Power Company. All

Power contracts unique to Columbus Southern Power

Company have been moved to Ohio Power Company.

Indiana 04/30/48 Purchase Contract between Indiana Franklin

Michigan Realty, Inc.

Power 04/04/50 Purchase Contract between The Franklin Real

Company Estate Company.
01/01/79 Central Machine Shop Agreement/Appalachian

Power
01/01/82 Coal Supply Agreement/Blackhawk Coal

04/01/82 Rail Car Maintenance Agreement

04/01/82 ASP System Rail Car Use Agreement

Date
August 31, 2012 5
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05/01/86
04/27/87
07/30/87
06/21/96

09/27/96

12/31/96

01/01/98

02/12/98
03/01/98
03/04/98

10/14/98

12/14/98

02/15/99

04/01/99

06/15/00

LIST OF AFFILIATE CONTRACTS BY COMPANY

Agreement Between Indiana Michigan Power and

ASP ProServ
Cook Coal Terminal Coal Transfer Agreement

Transmission Agreement

Amendment to Coal Supply Agreement/Blackhawk

Coal
Barge Transportation Agreement and Appendix A

Interconnection Agreement

Mutual Assistance Agreement

AEP Modifications No. 1 AEP System Interim

Allowance Agreement
Agreement Between Indiana Michigan Power and

AEP Energy Services, Inc. (Formerly ASP

Energy Solutions
Affiliated Transactions Agreement (East

Companies)
Master Site Agreement(East) with ASP

Operating Companies and ASP Communications LLC

Fiber Optic Agreement/ASP Communications

Pole Attachment License Agreement (East)

Agreement Between Indiana Michigan Power and

AEP Communications
Agreement Between Indiana Michigan Power and

AEP Communications, Inc.
Contract Number A—8709 Between Indiana

Michigan Power and Sun Technical Services,

Inc.
Contract Number 3-10024 Between Indiana

Michigan Power and Sun Technical Services Inc

Master Services Agreement — Contract 10047

between Indiana Michigan Power and Sun

Technical Services Inc.

AEPSC Service Agreement with Indiana Michigan

Power Company
System Integration Agreement

System Transmission Integration Agreement

American Electric Power Company, Inc. and

it’s Consolidated Affiliated Tax Agreement

regarding methods of Allocating Consolidated

Income Taxes
Purchase Agreement Between CSW Credit and

Page
6
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04/08/83

06/17/83
04/01/84
10/21/85

06/
06/
06/

15/00
15/00
15/00

06/16/00
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COMPAZ’JY NZ4ME DATE CONTRACT

it’s Affiliate Client Companies

01/01/01 Master Services Agreement — Contract C11059

Between Indiana and Michigan Power Company

and Sun Technical

12/18/02 AEP System Utility Money Pool Agreement

04/21/04 Agency Agreement 3etween CSW Credit and

Indiana Michigan Power Company

12/09/04 AEP System Amended and Restated Utility Money

Pool Agreement

05/04/04 Unit Power Agreement Amendment No 1 between

I&M and AEP

05/04/04 Arrangement for the use of the Amos Simulator

05/04/04 Fiber Optic Agreement Between AEP

Communications, LLC and I&M

05/04/04 Unit 2 Operating Agreement between I&M and

AEG

08/25/04 Third Amended and Restated Purchase Agreement

08/25/04 Third Amended and Restated Agency Agreement

01/01/05 AEP Co. Inc. and it’s Consolidated Affiliated

Tax Agreement regarding methods of Allocating

Consolidated Income Taxes

07/01/06 Amendment No 1 and Consent to AEP System Rail

Car Agreement

05/16/07 Indiana Michigan Power Company & AEP

Generating Company Operation and Maintenance

Agreement

01/01/11 Transmission Service Agreement between

Indiana Michigan Power Company and AEP

Indiana Michigan Transmission Company

01/01/11 Joint License Agreement between Indiana

Michigan Power Company and AEP Indiana

Michigan Transmission Company

Kentucky 06/07/63 Purchase Contract between KPCO and The

Power Franklin Real Estate Company

Company 03/31/75 Purchase Contract between KPCO and Indiana

Franklin Realty, Inc.

01/01/79 Central Machine Shop Agreement/Appalachian

Power

07/07/83 Agreement Between Kentucky Power and ProServ

04/01/84 Transmission Agreement

04/27/87 Interconnection Agreements

Date IPage

August 31, 2012
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Mutual Assistance Agreement

ASP Modifications No. 1 AEP System Interim

Allowance Agreement
Agreement between Kentucky Power and

AEP Energy Services, Inc.
Affiliated Transactions Agreement (East

Companies)
Agreement between Kentucky Power and AEP

Communications, LLC
Master Site Agreements (East) With AEP

Operating Companies
Fiber Optic Agreement (East) with ASP

Communications
Pole Attachment License Agreement/AEP

Communications LLC
AEP Communications, LLC with Affiliate

Companies
System Integration Agreement

System Transmission Integration Agreement

AEP Co. Inc. and it’s Consolidated Affiliated

Tax Agreement regarding methods of Allocating

Consolidated Income Taxes
AEPSC Service Agreement with Kentucky Power

Purchase Agreement between ASP Credit and

it’s Affiliate Client Companies

AEP System Utility Money Pool Agreement

AEP System Amended and Restated Money Pool

Agreement
Arrangement for the Use of the Amos Simulator

Third Amended and Restated Purchase Agreement

Between AEP Credit and Kentucky Power

Third Amended and Restated Agency Agreement

Between AEP Credit and Kentucky Power

American Electric Power Company, Inc. and

it’s Consolidated Affiliated Tax Agreement

regarding methods of Allocating Consolidated

Income Taxes

Page
8
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COMPANY NAME DATE CONTRACT

07/30/87
06/21/96

09/27/96

12/31/96

11/18/97

01/01/98

02/12/98

03/01/98

03/04/98

06/15/00
06/15/00
06/15/00

06/15/00
06/16/00

12/18/02
12/09/04

05/04/04
08/25/04

08/25/04

01/01/05

Kingsport 01/01/72 Purchase Contract Between KGPCO and Indiana

Power Franklin Realty, Inc.

Company 01/01/79 Central Machine Shop Agreement/Appalachian

__________

Power

Date
August 31, 2012
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04/07/83 AEP Pro Serv, Inc. (Formerly AEP Resources)

07/07/83 Agreement Between Kingsport Power Company and

AEP ProServ

07/30/87 Mutual Assistance Agreement

09/27/96 Agreement Between Kingsport Power Company and

AEP Energy Services

12/31/96 Affiliate Transactions Agreement (East

Companies)

01/01/98 Master Site Agreement (East) with AEP

Operating Companies

06/15/00 AEP Co, Inc and it’s Consolidated Affiliate

Tax Agreement regarding methods of Allocating

Consolidated Income Tax

06/15/00 AEPSC Service Agreement with Kingsport Power

06/16/00 Purchase Agreement Between CSW Credit and

Affiliate Client Companies

12/18/02 AEP System Utility Money Pool Agreement

08/25/04 Third Amended and Restated Purchase Agreement

Between AEP Credit and Kingsport Power

08/25/04 Third Amended and Restated Agency Agreement

Between AEP Credit and Kingsport Power

12/09/04 AEP System Amended and Restated Utility Money

Pool Agreement

01/01/05 American Electric Power Company, Inc. and

it’s Consolidated Affiliate Tax Agreement

regarding methods of Allocating Consolidated

Income Taxes

Ohio Power 08/11/41 Land Purchase Contract/Franklin Real Estate

Company Company
11/25/70 Purchase Contract/Indiana Franklin Realty,

Inc.
07/26/73 Buckeye Power Agreement

07/29/73 Appalachian Power & Ohio Power (Amos Plant)

06/01/78 Racine Hydro Operating Agreement

01/01/79 Central Machine Shop Agreement

09/15/80 Putnam Coal Transfer Agreement Between APC0

and OPC0

04/01/82 Rail Car Maintenance Agreement/APCO & I&M

04/01/82 AEP System Rail Car Use Agreement

04/08/83 Agreement between Ohio Power Company and AEP

Pro Serv, Inc
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06/17/83
04/01/84
05/01/86

04/27/87
06/21/96

09/27/96

12/31/96

01/01/98

01/01/98

02/12/98

02/12/98
03/01/98
03/04/98

06/15/00
06/15/00
06/15/00

06/15/00
06/16/00

12/18/02
05/04/04
08/25/04
08/25/04
12/09/04

01/01/05

07/01/06
07/01/06

Cook Coal Terminal Coal Transfer Agreement

Transmission Agreement
Barge Transportation Agreement and Appendix A

Interconnection Agreement
Mutual Assistance Agreement
AEP Modifications No. 1 ASP System Interim
Allowance Agreement
Agreement between Ohio Power Company and AEP

Energy Services
Affiliated Transactions Agreement (East

Companies)
Master Site Agreement (East) with AEP

Operating Companies
Appalachian Power Company and Ohio Power
Company (Sporn Plant)
Agreement Between Columbus Southern Power,

Ohio Power and ASP Communications
Fiber Optic Agreement/AEP Communications

Pole Attachment License Agreement/ASP

Communications LLC
AEP Communications, LLC with Affiliated
Companies
System Integration Agreement
System Transmission Integration Agreement

American Electric Power Company, Inc. and its
Consolidated Affiliate Tax Agreement
regarding Methods of Allocating Consolidated

Income Taxes
AEPSC Service Agreement with Ohio Power
Purchase Agreement Between AEP Credit Inc.
and Affiliate Client Companies
ASP System Utility Money Pool Agreement
Arrangement for the Use of the Amos Simulator

Third Amended and Restated Purchase Agreement

Third Amended and Restated Agency Agreement

AEP System Amended and Restated Utility Money

Pool Agreement
ASP Co, Inc and It’s Consolidated Affiliate

Tax Agreement regarding methods of Allocating

Consolidated Income Taxes
Amendment No 1 and Consent to ASP System Rail

= AMERICAN
ELECTRIC
POWER

Cost ANocation
Manual

COMPANY NA?vIJ DATE CONTRACT
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Car Use Agreement

11/16/07 Gypsum and Purge Stream Waste Disposal

Agreement

01/01/11 AEP System Transmission Center Agreement

Transmission Service Agreement between Ohio

Power Company and ASP Ohio Transmission

Company

01/01/11 Joint License Agreement between Ohio Power

Company and ASP Ohio Transmission Company

The following unique contracts were in force

when Ohio Power Company acquired Columbus

Southern Power 12-31-11:

08/01/86 Amended Coal Washing Agreement/Conesville

Coal Preparation
01/01/87 Amendment 1 to the Amended Coal Washing

Agreement
03/16/07 Unit Power Agreement between ASP Generating

Company (Lawrenceburg) and Columbus Southern

Power Company

Public 04/26/85 Oklaunion Unit No. 1 Construction, Ownership

Service and Operating Agreement

Company of 09/14/88 Oklaunion HVDC Project Construction,

Oklahoma Ownership and Operating Agreement

07/01/93 Rail Car Lease Agreement(West)

08/03/95 East HVDC Interconnection Agreement/West

Regulated Companies

01/01/97 CSW Operating Agreement

07/29/97 Rail Car Maintenance Facility Agreement

06/01/99 CSW System General Agreement

07/08/99 Memorandum of Understanding (West) Between C3

Communications, Inc., Public Service Company

of Oklahoma, Southwestern Electric Power

Company, Central Power and Light, and West

Texas Utilities.

10/29/99 Transmission Coordination Agreement(West)

06/15/00 System Integration Agreement

06/15/00 System Transmission Integration Agreement

06/15/00 American Electric Power Company, Inc. and its

Consolidated Affiliate Tax Agreements

Date Page
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06/15/00 AEPSC Service Agreement with Public Service

Company of Oklahoma

06/16/00 Amended and Restated Purchase Agreement

Between CSW Credit and it’s Affiliates

07/16/01 Master Site Agreement Between Public Service

Company of Oklahoma and C3 Communications

07/16/01 Fiber Optic Agreement Between C3

Communication and Public Service Company

07/16/01 Agreement between C3 Communications and

Public Service Company of Oklahoma

12/21/01 Operating Agreement—PSO, SWEPCO, AEPSC

12/18/02 ASP System Utility Money Pool Agreement

07/25/03 Second Amended and Restated Agency Agreement

between ASP Credit and Public Service Company

of Oklahoma

07/25/03 Second Amended and Restated Purchase

Agreement between ASP Credit and Public

Service Company of Oklahoma

08/25/04 Third p_mended and Restated Purchase Agreement

08/25/04 Third Amended and Restated Agency Agreement

11/16/04 Interconnection Agreement (ERCOT Generation)

between AEPTN & PSO.

12/09/04 ASP System Amended and Restated Money Pool

Agreement

01/01/05 American Electric Power Company, and it’s

Consolidated Tax Affiliates

02/10/05 Operating Agreement PSO, SWEPCO and AEPSC

07/01/06 Amendment No 1 and consent to AEP System Rail

Car Use Agreement

12/01/09 ASP System Transmission Center Agreement

01/01/10 Transmission Service Agreement between Public

Service Company of Oklahoma and AEP Oklahoma

Transmission Company

01/01/10 Joint License Agreement between Public

Service Company of Oklahoma and AEP Oklahoma

Transmission Company

Date Page
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Subject

LIST OF AFFILIATE CONTRACTS BY COMPANY

Rail Car Lease Agreement (West)

East HVDC Interconnection Use and Maintenance

Agreement
CSW Operating Agreement

Rail Car Maintenance Facility Agreement

(West)
CSW System General Agreement

Memorandum of Understanding (West) Between C3

Communications, Public Service Company,

Transmission Coordination Agreement (West)

System Integration Agreement

System Transmission Integration Agreement

American Electric Power Company, Inc. and its

Consolidated Affiliates Tax Agreements

AEPSC Service Agreement with Southwest Power

Electric
Amended and Restated Purchase Agreement

Between CSW and Affiliate (West) Companies

Lignite Mining Agreement

Master Site Agreement Between Southwestern

Electric Company and C3 Communications

Fiber Optic Agreement Between C3

Communications, Inc. and Southwestern

Electric Power Company
Agreement Between C3 Communications, Inc. and

Southwestern Electric Power Company

Operating Agreement PSO, SWEPCo, AEPSC

Interconnection Agreement Between SWEPCo and

Eastex Cogeneration LP

ASP System Utility Money Pool Agreement

Second Amended and Restated Agency Agreement

Between AEP Credit and SWEPCo

Second Amended and Restated Purchase

Agreement Between ASP Credit and SWEPC0

Third Amended and Restated Purchase Agreement

Between ASP Credit and Southwestern Electric

Power
Third Amended and Restated Agency Agreement

Between ASP Credit and Southwestern Electric

Power
ASP System Amended and Restated Utility Money

Page
13

= AMERICAN
ELECTRIC
POWER

Cost Allocation
Manual

Southwestern
Electric
Power
Company

COMP2NY NAMJ DATE CONTRACT

07/01/93
08/03/95

01/01/97
07/29/97

06/01/99
07/08/99

10/29/99
06/15/00
06/15/00
06/15/00

06/15/00

06/16/00

05/31/01
07/16/01

07/16/01

07/16/01

12/21/01
08/06/02

12/18/02
07/25/03

07/25/03

08/25/04

08/25/04

12/09/04
.
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Pool Agreement

01/01/05 American Electric Power Company, Inc. and Its

Consolidated Affiliated Tax Agreements

02/10/05 Operating Agreement PSO, SWEPCO, AEPSC

07/01/06 Amendment No 1 and Consent to AEP System Rail

Car Use

12/01/09 ASP System Transmission Center Agreement

12/29/09 Amended and Restated Lignite Mining Agreement

05/06/11 Transmission Service Agreement between

Southwestern Electric Power Company and AEP

Southwestern Transmission Company

05/06/11 Joint License Agreement between Southwestern

Electric Power Company and ASP Southwestern

Transmission Company

Wheeling 08/11/41 Land Purchase Contract/The Franklin Real

Power Estate Company

Company 10/03/83 Agreement between Wheeling Power Company and

ASP Pro Serve, Inc. (Formerly ASP Energy

Services)

07/30/87 Mutual Assistance Agreement

12/31/96 Affiliated Transactions Agreement (East

Companies)

01/09/97 Agreement between Wheeling Power Company and

AEP Energy Services, Inc.

03/01/98 Pole Attachment License Agreement/ASP

Communications LLC

01/01/98 Master Site Agreement (East) with ASP

Operating Companies and ASP Communications,

LLC

03/04/98 AEP Communications, LLC with Affiliate

Companies

02/12/98 Fiber Optic Agreement/ASP Communications

06/15/00 AEPSC Service Agreement

06/15/00 AEP System Tax Agreement

12/18/02 ASP System Utility Money Pool Agreement

12/09/04 ASP System Amended and Restated Utility

Money Pool Agreement

01/01/05 American Electric Power Company, and it’s

Consolidated Tax Affiliates

05/15/08 Agreement between Wheeling Power Company

and AEPSC
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COMPANY NAME CONTRACT

Electric 12/21/07 Electric Transmission Texas Service Agreement

Transmission
Texas

PATH West 09/01/07 PATH West Virginia Transmission Company

Virginia Service Agreement

Transmission
Company
AEP Indiana 02/15/11 Transmission Company Services Agreement

Michigan between AEP Indiana Michigan Transmission

Transmission Company and Indiana Michigan Power Company

Company 02/15/11 Joint License Agreement between AEP Indiana

Michigan Transmission Company and Indiana

Michigan Power Company

02/15/11 Service Agreement between ASP Indiana

Michigan Transmission Company and American

Electric Power Service Corporation

ASP Ohio 01/01/11 Transmission Company Services Agreement

Transmission between ASP Ohio Transmission Company and

Company Ohio Power Company

01/01/11 Transmission Company Services Agreement

between ASP Ohio Transmission Company and

Columbus Southern Power Company

01/01/11 Joint License Agreement between AEP Ohio

Transmission Company and Ohio Power Company

01/01/11 Joint License Agreement between AEP Ohio

Transmission Company and Columbus Southern

Power Company

01/01/11 Service Agreement between AEP Ohio

Transmission Company and American Electric

Power Service Corporation

ASP Oklahoma 01/01/10 Transmission Company Services Agreement

Transmission between AEP Oklahoma Transmission Company and

Company Public Service Company of Oklahoma

01/01/10 Joint License Agreement between ASP Oklahoma

Transmission Company and Public Service

Company of Oklahoma

10/24/10 Service Agreement between ASP Oklahoma

Transmission Company and American Electric

Power Service Corporation
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AEP 05/06/11 Transmission Company Services Agreement

Southwestern between ASP Southwestern Transmission Company

Transmission and Southwestern Electric Power Company

Company 05/06/11 Joint License Agreement between ASP
Southwestern Transmission Company and

Southwestern Electric Power Company

05/06/11 Service Agreement between AEP Southwestern

Transmission Company and American Electric

Power Service Corporation
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