
CASE 
NUMBER: 



STITES &HARBISON 
I I 

A T  T O  R N E Y S 

May 7,1999 

Ms. Helen Helton 
Executive Director 
Public Service Commission of Kentucky 
P.O. Box 615 
Frankfort, KY 40602-061 5 

421 West Main Street 
Post Office Box 634 
Frankfort, KY 40602-0634 

[!io21 223-4124 Fax 
15021 223-3477 

w.st i tes.com 
Mark A. Overstreet 

moverstreetestites.com 
15021 223-3477 Ext. 219 

RE: In the Matter of Joint Application of Kentucky Power Company, 
American Electric Power Company, Inc. and Central and South West 
Corporation, P.S.C. Case No. 149 

Dear Ms. Helton: 

Please accept for filing nine copies of the Joint Applicants' Supplemental Response to 
Item 3 of Staffs April 22, 1999 Informal Conference Data Request. It is Kentucky Power 
Company's 1998 FERC Form 1, which was not available at the time the original response was 
filed and served. 

The number of copies provided is in accordance with Staffs oral directions at the 
Informal Conference. Copies of the Supplemental Response previously were provided to the 
other parties at the May 4, 1999 Informal Conference. n 

h a r k  R..IOverstreet 

cc: William H. Jones, Jr. 
Elizabeth E. Blackford 
James W. Brew 
Richard S. Taylor 
David F. Boehm 

Louisville, KY Lexington, KY Frankfort, KY Hyden, KY Jeffersonville, IN Washington, D C  

http://w.stites.com
http://moverstreetestites.com
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KPSC Case No. 99-149 
TC (1st Set) 

Order Dated April 22, 1999 
ItemNo. 3 

Sheet L o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Please provide a copy of Kentucky Power Company’s 1996-1998 FERC Form 1.  

SUPPLEMENTAL, RESPONSE: 

Attached please find a copy of the 1998 FERC Form 1 for Kentucky Power Company. 

... 

WITNESS: RICHARD E. MUNCZINSKI 



.-. 

... . 
- 

KENTUCKY POWER COMPANY 

THIS FILING IS (CHECK ONE BOX FOR EACH ITEM) 

Item 1 : a An Initial (Original) OR 0 Resubmission No. - 
Submission 

Dec. 31, 1998 

Item 2: 0 An Original Signed Form OR &3/Conformed Copy 

Attachment 
Page I of 2 10 

KPSC Case No. 99- 149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3s 

Form Approved 

(Expires I 1 /30/200 1 ) 
OMB NO. 1902-0021 

FERC Form No. I: 
ANNUAL REPORT OF MAJOR ELECTRIC 

UTILITIES, LICENSEES AND OTHERS 

This report is mandatory under the Federal Power Act. Sections 3,4(a). 304 arid 309, 
and 18 CFR 141 .I. Failure to report may result in aiminal fines, avil  penalties and other 
sanctions as provided by law. The Federal Energy Regulatory Commission does not 
consider this report to be of a confidential nature. . 

-'.' I Exact Legal Name of Respondent (Company) I Yearof Report 



Attachment 
Page 2 of 210 

KPSC Case No. 99-1 49 
TC (1  st Set) 

Order Dated &&UJB9 
GENERAL INFORMATION .-. .I Item No. 3s 

INSTRUCTIONS FOR FILING THE 
FERC FORM NO. I 

.-  

I. Purpose 

operational information from major electric utilities, Licensees and others subject to the jurisdiction Of the 
Federal Energy Regulatory Commission. 
use form supporting a statistical publication (Financial Statistics of Selected Electric Utilities), published by 
the Energy Information Administration. 

This form is a regulatory support requirement (18 CFR 141.1). It is designed to collect financial and 

This report is also secondarily considered to be a nonconfidential public 

11. Who Must Submit 
Each Major electric utility, licensee, or other, as classified in the Commission's Uniform System Of Accounts 

Prescribed for Public Utilities and Licensees Subject To the Provisions of The Federal Power Act (18 CFR 101), must 
submit this form. 
Note: 
one of the following: 

Major means having, in each of the three previous calendar years, sales or transmission service that exceeds 

(1) One million megawatt hours of total annual sales, 
( 2 )  100 megawatt hours of annual sales for resale, 
( 3 )  500 megawatt hours of annual power exchanges delivered, or 
(41 500 megawatt hours of annual wheeling for others (deliveries plus Losses) 

111. What and Where to Submit 

(6) conformed paper copies, properly filed in and attested, to: 
(a) Submit this form on electronic media consisting of two (2) duplicate data diskettes and an original and six 

Office of the Secretary 
Federal Energy Regulatory Commission 
888 First Street, NE. 
Room 1A-21 
Washington, CC 20426 

Retain one copy of this report for your files. 

Include with the original and each conformed paper copy of this form the subscription statement required by 18 
C.F.R. 385.2011(c) ( 5 ) .  Paragraph (c) ( 5 )  of 18 C.F.R. 385.2011 requires each respondent submitting data 
electronically to file a subscription staging that the paper copies contain the same information as contained on 
the electronic media, that the signer knows the contents of the paper copies and electronic media, and that the 
contents as stated in the copies and on the electronic media are true to the-best knowledge and belief of the 
signer. 

(b) Submit, immediately upon publication, four 14) copies of the Latest annual report to stockholders and any 
annual financial or statistical report regularly prepared and distributed to bondholders, security analysts, or 
industry associations. 
Page 4 ,  List of Schedules, if the reports to stockholders will be submitted or if no annual report to stockholders 
is prepared.) Mail these reports to: 

(Do not include monthly and quarterly reports. Indicate by checking the appropriate box on 

Chief Accountant 
Federal Energy Regulatory Commission 
888 First Street, NE. 
Room 1A-21 Washington, IX 20426 

(c) For the CPA certification, submit with the original submission, or within 30 days after the filing date for 
this form, a Letter or report (not applicable to respondents classified as Class C or Class D prior to January 1, 
1984) : 

ti) Attesting to the conformity, in all material aspects, of the below Listed (schedules and) pages with 
the Commission's applicable Uniform Systems of Accounts (including applicable notes relating thereto and the Chief 
Accountant's published accounting releases), and 

certified or Licensed by a regulatory authority of a State or other political subdivision of the U. S. (See 18 CFR 
41.'10-41.12 for specific qualifications). 

(ii) Signed by independent testified public accountants,.or an independent Licensed public accountant 

FERC FORM NO. I (REV. 12-95) Page i 
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GENERAL INFORMATION (continued) I 
1x1. What and Where to Subnut (Continued1 

I C )  Continued 

Schedules 
Reference 

Pages 

i Attachment 
Page 3 of 210 

KPSC Case No. 99- I49 
TC (I st Set) 

Order Dated April 22, 1999 
Item No. 3s 

Comparative Balance Sheet 110-113 
Statement of Income 114-117 
Statement of Retained Earnings 118-119 
Statement of Cash Flows 120-121 
Notes to Financial Statements 122-123 

When accompanying this form, insert the Letter or report immediately following the cover sheet. When 
submitting after the filing date for this form, send the letter or report to the office of the Secretary at the 
address indicated at 111 (a). 

Letter or report, demand that it be varied. Insert parenthetical phrases only when exceptions are reported. 
Use the following form for the Letter or report unless unusual circumstances or conditions, explained in the 

for the year ended 
on which we have reported separately under date of 
of FERC Form No. 1 for the year filed with the Federal Energy Regulatory Commission, for conformity in all material 
respects with the requirements of the Federal Energy Regulatory Commission as set forth in its applicable Uniform 
System of Accounts and published accounting releases. 
accounting records and such other auditing procedures as we considered necessary in the Circumstances. 

noted below) conform in all material respects with the accounting requirements of the Federal Energy Regulatory 
Conrmission as set forth in its applicable Uniform System of Accounts and published accounting releases. 

In connection with our regular examination of the financial statements Of 
We have also reviewed schedules 

Our review for this purpose included such tests of the 

Based on our review, in our opinion the accompanying schedules identified in the preceding paragraph (except aS 

State in the letter or report, which, if any, of the pages above do not conform to the CodssiOn'S 
requirements. Describe the discrepancies that exist. 

(dl federal, State and Local Governments and other authorized users may obtain additional blank Copies to meet 
their requrrements free of charge from: 

Public Reference and Files Maintenance Branch 
Federal Energy Regulatory Commission 
888 First Street, NE. Room 2A-1 ED-12.2 
Washington, DC 20426 
(202) 208-2474 

IV. When to Submit 
Subnut this report form on or before April 30th of the year following the year covered by this report. 

V .  Where to Send Comments on Public Reporting Burden 
The public reporting burden for this collection of information is estimated to average 1,217 hours per response, 
including the time for reviewlng instructions, searching existing data sources, gathering and maintaining the data 
needed, and completing and reviewing the collectlon of information. 
or any aspect of this collection of information, including suggestlons for reducing this burden, to the Federal 
Energy Regulatory Commission, 888 First Street ME., Washington, Dc 20426 (Attention: 
ED-12.31; and to the Office of Information and Regulatory Affairs, Office of Management and Budget, Washington. 
20503 (Attention: Desk Officer for the Federal Energy Regulatory Commission). . 

I Send comments regarding this burden estimate 

Mr. Michael Hitter, 
DC , 

I 

Page ii FERC FORM N O . l  (REV.12-95) 



GENERAL INSTRUCTIONS 

I. 
accounting words and phrases in accordance with the U . S .  of A .  

Prepare this report in confornuty with the Uniform system of Accounts (18 CFR 101) ( u . s .  of A . ) .  Interpret a l l  

11. Enter In whole numbers (dollars or MWH) only, except where otherwise noted (Enter cents for averages and 
figures per w i t  where cents are important. 
statements where rounding is required). The amounts shown on all supporting pages must agree with the amounts 
entered on the statements that they support. When applying thresholds to d e t e m n e  significance for reporting 
purposes, use for balance sheet accounts the balances at the end of the current reporting year, and use for 
statement of income accounts the current year's amounts. 

The truncating of cents is allowed except on the four bdSlC financial 

I11 Complete each question fully and accurately, even if it has been answered in a previous annual report. 
the word "None" where it truly and completely states the fact. 

Enter 

IV. FOK any page(s) that is not applicable to the respondent, omit the page(s) and enter "NA," "NONE." OK "Not 
Applicable' in column (d) on the List of Schedules, pages 2, 3, and 4. 

V. Enter the month, day, and year for all dates. Use customary abbreviations. The "Date of Report" included in 
the header of each page is to be completed only for resubmissions (see VII. below). The date of the resubmission 
mUSt be reported in the header for all fozm pages, whether or not they are changed from the previous filing. 

VI. Generally, except for certain schedules, all numbers, whether they are expected to be debits or credits, mUSt 
be reported as positive. 
enclosing the numbers in parentheses. 

Numbers having a sign that is different from the expected sign must be reported by 

VII. For any resubmissions, two (2) new data diskettes and an original and six (6) conformed paper copies Of the 
entire form, as well as the appropriate number of copies of the subscription statement indicated at instruction 111 
la) must be filed. 
paper copies of the form. 
reSubmiSSiOn. Send the resubmissions 20 the address indicated at instruction 111 (a\. 

Resubmissions must be numbered sequentially both on the diskettes and on the cover page Of the 
In addition, the cover page of each paper copy must indicate that the filing is a 

VIII. 
as specifically authorized. 

Do not make references to-reports of previous years or to other reports in lieu of required entries, except 

IX. Wherever (schedule) pages refer to figures from a previous year, the figures reported must be based upon those 
shown by the annual report of the previous year, or an appropriate explanation given as to why the different 
figures were used. 

11. Respondent -- The person, corporation, licensee, agency, authority, or other Legal entity or instrumentality 
in whose behalf the report is made. 

... . . 

Attachment 
Page 4 of 210 

KPSC Case No. 99- 149 
TC (1 st Set) 

Order Dated April 22, 1999 
ltem No. 3s 

FERC FORM NO. I (RN. 12-95) Page iii 



.-. 

(111 *Project" means a complete unit of improvement or development, consisting of a power house, all Water 
conduits, all dams and appurtenant works and structures (including navigation structures) which are a part Of said 
unit, and all storage, diverting, or forebay reservoirs directly connected therewith, the primary line or Lines 
transmitting power therefrom to the point of junction with the distribution system or with the interconnected 
primary transmission system, all miscellaneous structures used and useful in connection with said unit or any Part 
thereof, and all water rights, rights-of-way, ditches, dams, reservoirs, Lands, or interest in Lands the use and 
occupancy of which are necessary or appropriate in the maintenance and operation of such unit; 

"Sec. 4. The Commission is hereby authorized and empowered: 
(a1 TO make investigations and to collect and record data concerning the utilization of the water 'reSOUrCeS of 

any region to be developed, the water-power industry and its relation to other industries and to interstate Or 
foreign commerce, and concerning the location, capacity, development costs, and relation to markets of power Sites: 

I 

"Sec. 309. The Commission shall have power to perform any and all acts, and to prescribe, issue, make, and rescind 
such orders, rules and regulations as it may find necessary or appropriate to carry out the provisions of this Act. 
Among other things, such rules and regulations may define accounting, technical, and trade terns used in this Act: 
and may prescribe the form or forms of all statements, declarations, applications, and reports to be filed with the 
Commission, the information which they shall contain, and the time within which they shall be filed . . ."  

i . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
General Penalties 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
"See. 315. (a) Any licensee or public utility which willfully fails, withln the time prescribed by the COm.iSSiOnt 
co comply with any order of the Commission, to file any report required under t u s  Act or any rule Or regulation 0: 
the Connnission thereunder, to submit any information of document required by the Commission in the course Of an 
investigation conducted under this Act . ._  shall forfeit to the United States an amount not exceeding 51,000 to be 
fixed by the Commission after notice and opportunity for hearing . . ."  I 

I 
...e / "  

FERC FORM NO. 1 (ED. 12-91) Page iv  



. 
01 Exact Legal Name of Respondent 

KENTUCKY POWER COMPANY 

e . . .  

02 Year of Report 

Dec.31, lgg8 

Attachment 
Page 6 of 210 

KPSC Case No. 99- 149 
TC ( I  st Set) 

Order Dated April 22, 1999 
Item No. 3s FERC FORM NO. 1: 

ANNUAL REPORT OF MAJOR ELECTRIC UTILITIES, LICENSEES AND OTHER 

35 Name of Contact Person 

Geoffrey C. Dean 

06 Title of Contact Person 

Director Financial Reporting 

~ ~ 

I 
~~~ ~ ~-~ ~ 

03 Previous Name and Date of Change (ifname changed during year) 

08 Telephone of Contact Person,/nc/u&g 09 This Report Is 
Area code (1) @ An Original (2) 0 A Resubmission 

(614) 223-2780 

10 Date of Report 
(Mo, Da, W 
04/30/1999 

01 Name 

Gerald R. Knorr 

02 T i e  

Assistant Controller 

03 Signature 04 Date Siined 
(Mo, Da, Yr) 

I T I  18, U.S.C. 1001 makes it a trims for any person to knowingty and willingly to make to any Agency or Oeparbnent d the United states any 
false. fiditious or hauduknt statements as to any matter within its j o r i o d i n .  

FERC FORM No.1 (ED. 12-91) Page 1 



Name 01 iiesponoeni 
KENTUCKY POWER COMPANY I 

I ,  I I I 

LIST OF SCHEDULES (Electnc Ublity) 

Enter in column (c) the terms 'none." "not applicable,' or "NA," as appropnate, where no information or amounts have been reported for 
certain pages Omit pages where the respondents are "none," "not applicable." or "NA" 

Line Title of Schedule Reference Remarks 
No Page No 

e .-. I 
I ;:;s Re$n Is: Dare 01 Kepon year 01 Kepofl 

An Original (Mo. Da. Yr) Dec. 31, 2 
121 n A  Resubmission 1 04/30/1999 

General lnfonnabon 101 

10 

12 

14 

Control Over Respondent 102 

Cotprations Controlled by Respondenl 103 NIA 

OfliC4XS 104 

' Directors 

Secunty Holders and Voting Powers 

Important Changes During the Year 

Comparative Balance Sheet 

Statement of lnaxne for the Year 

105 

106-107 

108-109 

110-113 

114-117 
\ 

Statement of Retained Earnings for the Year I 115119 I 1 
Statement of Cash F l w  

Notes to Finanaal Statements 

S~mmary of Utility Plant 8 Accumulated Provisions for Dep. Amort 8 Dep 

Nudear Fuel Materials 

Electric Plant in Service 

120-121 

122-123 

200-201 

202-203 WA 

204-207 

16 

17 

18 

Electric Plant Leased to Others 213 N/A 

Electric Plant Held for Future Use 214 

Consbuction Work in Ptugress-Electric 216 

28 

29 

30 

31 

32 

35 Capital Stock Expense 254 NIA 

36 Long-Term Debit 256-257 

Other Regulatory &sets 232 

Miscellaneous Deferred Debits 233 

Accumulated Deferred Income Taxes 234 

CaprtalStodc 250-251 

Cap Stk Sub, Cap Stk Liab for Con. Prem Cap Stk 8 lnst R e d  Cap Stk 252 NIA 

I I  m a  
Pace 7 of 210 FERC FORM NO. 1 (ED. 12-96) Page 2 

33 

34 

KPSC Case g o .  99-149 
TC (1 st Set) 

Other Paid-in Capital 253 

Discount on Capital Stock 254 NIA 

Order Dated April 22, 1999 
Item No. 3s 



Date of Report 
(Mo. Da. Yr) T:," '82 Enginal 

Name of Respondent 
KENTUCKY POWER COMPANY 

e 

Year of Report 
Dec. 31, 1998 

(2) n A  Resubmission 

I No. I ] P a g e ~ o .  I 

04/30/1999 

Line I Title of Schedule Reference I Remarks 

37 

38 

39 

40 

41 

42 

49 I Number of Electric Department Employees I 323 I 

(a) (b) ( 4  

Reconciliation of Reported Net Income with Taxable Inc for Fed Inc Tax 26 1 

Taxes Acaued. Prepaid and Charged During the Year 262-263 

Accumulated Deferred Investment Tax Credits 

Other Deferred Credits 269 

Accumulated Deferred Income Taxes-Accelerated Amortization Property 272-273 NIA 

266267 

Accumulated Deferred Income Taxes-Other Property 274-275 

43 

4 4  

55 Particulars Concerning Certain lnmme Deduction and Int Charges A m &  

56 I Resulaw Commission Exmses 
I 340 

350-351 
I 

Accumulated Deferred Income Taxes-Other 276-277 

Other Regulatory Liabilities 278 

45 

46 

47 

48 

Electric Operating Revenues 3oO-30 1 

Sales of Elecbicity by Rate Schedules 304 
SalesforResale 310-311 

Electnc Operabon and Maintenance Expenses 320-323 

50 PunhasedPower 326327 

51 Transmission of Electricity for Others 328330 

53 MisQJlaneous General Expenses-Electric 335 

54 Depredation and Amortization of Electric Plant 336337 

52 Transmission of Electricity by Others 332 

i 



4ame 01 Respondent $IS Re&m Is: Date 01 Report 

(ENTUCKY POWER COMPANY 
An Original (Mo. Da. Yr) 

:nter in column (c) the terms "none," "not applicable," or "NA," as appropriate, where no information or amounts have been rePofled for 
ertain pages. Omit pages where the respondents are "none," "not applicable," or "NA". 

Y eac 01 KepOr[ 

Dec. 31, 2 

Title of Schedule 

(a) 
-tansmission bnes Added Dunng Year 

jubstabons 

ilectnc Dislnbumn Meters and Lme Transformers 

inwrunmental Protedon Facilibes 

invironmental Protectm Expenses 

:ootnote Data 

(2) n A  Resubmission 

Stockholders' Reports Check appropriate box: 
Four copies will be submitted 

0 No annual report to stmkholden is prepared 

O4/30/1999 

FERC FORM NO. I (ED. 12-96) Page 4 

Reference 
Page No. 

(b) 

424425 

426427 

429 

430 

431 

450 

Remarks 

(C) 

NIA 

Attachment 
Page9of 210 

KPSC Case No. 99- 149 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 



l I 
-... .. 1- . ._ . 

\lame of Respondent 

(ENTUCKY POWER COMPANY 

This Report Is: Date of Report Year of Report 
(1) An Original 
(2) 0 AResubmission 04/30/1999 Dec. 31, 1998 

(Mo, Da, Yr) 

GENERAL INFORMATION 

1. Provide name and title of officer having custody of the general corporate books of account and address of 
office where the general corporate books are kept, and address of office where any other corporate books of account 
are kept, if different from that where the general corporate books are kept. 

Leonard V. Assante, Controller and Chief Accounting Officer 
1 Riverside Plaza 
COlumbUS. OH 43215-2373 

2. Provide the name of the State under the laws of which respondent is incorporated, and date of incorporation. 
If incorporated under a special law, give reference to such law. If not incorporated, state that fact and give the type 
of organization and the date organized. 

Kentucky 
July 21, 1919 

3. If at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of 
reC-f?iVer or trustee. (b) date such receiver or trustee took possession, (c) the authority by which the receivership or 
trusteeship was created, and (d) date when possession by receiver or trustee ceased. 

None 

~ 

4. State the classes or utility and other services furnished by respondent during the year in each State in which 
the respondent operated. 

Electric - Kentucky 

5. Have you engaged as the principle accountant to audit your financial statements an accountant who is not 
the principal accountant for your previous year's certified financial statements? 

(1) 0 Yes ... Enter the date when such independent accountant was initially engaged: _. r 

(2) Fl No 

~ 

FERC FORM No.1 (ED. 12-87) PAGE 101 Attachment 
Page 10 of 210 

KPSC Case No. 99- I49 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 
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e -  FERC FORM NO. 1 (ED. 12-96) Page 102 

3wnership of 100% of Respondent's Common Stock 

\lame of Respondent 

(ENTUCKY POWER COMPANY 

Attachment 
Page 1 1  of 210 

KPSC Case No. 99- 149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3 s  

This Report Is: Date of Report Year of Report 

(2) 0 AResubrnission 04/30/1999 Dec. 31. ___ 
(Mo. Da, Vi) (1) An Original 1998 



BLANK PAGE 
(Next Page is 104) 

Attachment 
Page 12 of 210 

KPSC Case No. 99- 149 
TC (1 st Set) 

Order Dated April 22, I999 
Item No. 3s 

. 



Name of Respondent 
KENTUCKY POWER COMPANY 

This Re or3 Is: 
(1) d A n  Original 
(2) n A Resubmission 

Year of Report 
Dec. 31, lgg8 

Date of Report 
(Mo, Da, Yr) 
04/3011999 

-e.. ' 

20 
21 
22 

- 

1.  Report below the name, title and salary for each executive officer whose salary is $50,000 or more. An "executive Officer" Of a 
respondent includes its president, secretary, treasurer, and vice president in charge of a principal business unit. division or function 

i 
2. If a change was made during the year in the incumbent of any position, show name and total remuneration of the previous 
incumbent, and the date the change in incumbency was made. 
Line Title 

for Year I 
No. (a) (b) (C) 

(such as sales, administration or finance), and any other person who performs similar policy making functions. 

Name of Officer Salary 

1 
2 

See attached page included in filed copies only. 

3 1 
4 
5 
6 1 
7 

8 
9 

10 
11 

12 
13 

\ 

14 1 

17 I 

~. 
1 1 

30 1 1 1 t 

1 m 4 

40 I 
41 1 1 

1 

1 
23 
24 
25 
26 
27 
28 
29 

1 

n _ _ -  I n .  

1 

31 
32 
33 
34 
35 
36 
37 

Order Dated April 22, 1999 
Item No. 3s 

0 ..-- 1 J 
42 
43 
44 Anacnmenr 

Page 13 of 210 
KPSC Case 
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Name of Respondent This Re ort Is: Dale of Report 

(1) $ ~ n  Original (Mo. Da. Yr) KENTUCKY POWER COMPANY 

I I 

6 I P. J. DeMatia. Vice President and Conbdler 
7 1  I 

I Cdumbus. OH 

Year of Report 
Dec. 31, lgg8 

I I 

8 I G. P. Maloney, Vice President 
a1 I 

I Columbus. OH 

(2) n A Resubmission 

" 
I 

10 I J. J. Markowsky. Vice President I Columbus. OH 

04/30/1999 

l i n e  

1 

2 Executive Omcer 
3 

4 W. J. Lhola. President and Chief Operating Officer 
5. 

Name (and Title) of Director 
No. (a) 

E. Linn Draper, Jr.. Chairman of the Board and Chief 

~~ 

13 I I 
14 I H. W. Fayne. Vice President I Columbus. OH 

Principal Business Address 
(b) 

Columbus. OH 

Columbus. OH 

I I I I 
Attachment 

Page 140f 210 
1 .- 

Page 105 FERC FORM NO. I (ED. 12-95) 

1 1  I I 

KPSC CasCNo. 99- I49 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 



Name of Respondent 
KENT"C"" nn..,r, 

I. Give the date of the latest dosing of the stock 
IOO& prior to end of year, and state the purpose 
d such dosing: 

2. State the total number of votes cast at the 
latest general meeting prior to end of year 
for election of directors of the respondent and 
number of such votes cast by proxy 

Stock book does not dose Total: 1.009.0oO 

This Re on Is: I (1) rd;h Orioinal 

3. Give the date and 
place of such meeting 
May 11.1990 
Columbus. OH 

1. Give the names and addresses of the 10 sewrity holden of the respondent who. at the date of the latest dosing of the stock book or compilation Of 
list Of stodtholders of tbe respondent. prior lo the end of the year hati the highest voting powers in the respondent. and state the number Of VOteS which 
each would have had the right to cast on that date if a meeting were then in order. If any such holder held in trust, give in a footnote the known 
fJarIiculan of the trust(whelher voting trust. etc.) duration of trust. and principal holders of beneficiary interests in the trust. If the Stodc book Was not 
dosed or a list Of stockholders was not compiled within one year prior to the end of the year, or i f  since the previous compilation of a List of stockholders, 
some Other daSS of sewrity has become vested with voting rights, then show such 10 searrity holders as of the dose of the year. Arrange the names 
Of the Security holders in the order of voting power. commencing with the highest Show in column (a) the titles of officers and directors induded in Such 
list of 10 security holders. 
2. If any security other than stock carries voting rights, explain in a footnote the circumstances whereby such security became vested with voting rights 
QiVe Other hportant particulars (details) concerning voting rights of such security. State whether voting right are actual or contingent; if Cm(ingenl. 
describe the amtingency. 
3. If any dass or issue of security has any special privileges in the election of directors. trustees or managers. or in the determination of cowrate 
action by any method explain briefly in a footnote. 
4. Furnish particulan (details) concerning any options wanants, or rights outstanding at the end of the year others to purchase securities of the 
respondent or any securities o( other assets owned by the respondent, induding prices, expiration dates, and other material information relating to 
exercise of the options. wanants. or right the amount of such securities or assets so entitled to purchased by any officer. director. assodated company. 
Of Of the ten largest security holden. This insbuction is inapplicable to convertible securities or to any securities substantially all of which art? outstanding 
In the hands of the public where the options. warrants, or rights were issued p m t a  basis. 

By Proxy: 1 . ~ ~ . ~  I 
VOTING SECURITIES Line 

No. 
Name (Title) and Address of Security 

Number of Votes as of (date): 12/31/1998 

Total I Ccmnon I Prefefred I Other 
Hdder 

I I . votes I I 
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Name of Respondent I This Report Is: I Date of R e p o r t - 7 y e a i  of Report 
KENTUCKY POWER COMPANY (1) a' An Original I 0413011999 I Dee. 31* - lgg8 I (2) n AResubmission 

I Y I I 
IMPORTANT CHANGES DURING THE YEAR 

Give particulars (details) concerning the matters indicated below. Make the statements explicit and precise, and number them in 
accordance with the inquiries. Each inquiry should be answered. Enter "none.' 'not applicable." or "NA" where applicable. If 
information which answers an inquiry is given elsewhere in the report, make a reference to the schedule in which it appears. 
1. Changes in and important additions to franchise rights: Describe the actual consideration given therefore and state from whom the 
franchise rights were acquired. If acquired without the payment of consideration. state that fact. 
2. Acquisition of ownership in other companies by reorganization. merger, or consolidation with other companies: Give names Of 
mmpanies involved, particulars concerning the transactions, name of the Commission authorizing the transaction. and reference to 
kmmission authorization. 
3. Purchase or sale of an operating unit or system: Give a brief description of the property, and of the transactions relating thereto. 
rind reference to hmmission authorization, if any was required. Give date journal entries called for by the Uniform System Of Accounts 
Mere submitted to the Commission. 
2. Important leaseholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered: Give 
3ffective dates, lengths of terms. names of parties, rents. and other condition. State name of Cornmission authorizing lease and give 
-eference to such authorization. 
5. Important extension or reduction of transmission or distribution system: State temtory added or relinquished and date Operations 
w a n  or ceased and give reference to Commission authorization, if any was required. State also the approximate number Of 
ustomers added or lost and approximate annual revenues of each class of service. Each natural gas company must also State major 
lew continuing sources of gas made available to it from purchases, development, purchase contract or otherwise, giving location and 
lpproximate total gas volumes available, period of contracts, and other parties to any such arrangements, etC. 
i. Obligations incurred as a result of issuance of securities or assumption of liabilities or guarantees including issuance of short-term 
jebt and commercial paper having a maturity of one year or less. Give reference to FERC or State Commission authorization, as 
Ippropriate. and the amount of obligation or guarantee. '. Changes in articles of incorporation or amendments to charter: Explain the nature and purpose of such changes or amendments. 
1. State the estimated annual effect and nature of any important wage scale changes during the year. 
t. State briefly the status of any materially important legal proceedings pending at the end of the year, and the results Of any such 
xoceedings culminated during the year. 
IO. Describe briefly any materially important transactions of the respondent not disclosed elsewhere in this report in which an Officer, 
lirector. security holder reported on Page 106, voting trustee, associated company or known associate of any of these persons was a 
>arty or in which any such person had a material interest. 
11. (Reserved.) 
12. If the important changes during the year relating to the respondent company appearing in the annual report to stockholders are 
ipplicable in every respect and furnish the data required by Instructions 1 to 11 above, such notes may be included on this Page. 

PAGE 108 INTENTIONALLY LEFT BLANK 
SEE PAGE 109 FOR REQUIRED INFORMATION. 
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KENTUCKY POWER COMPANY 

1. The following franchise rights secured as original franchise or an extension of present rights: 

This Report Is: Date of Report Year 01 Report 
(1) An Original 
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. .  Date 
Rcquired Acquired From Period Consideration 

07/14/96 South Shore, m 20 years 251 of street 
lighting payment 
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2. None 

3 .  None 

I .  None 

i. None 

i. SEC File No. 333-35767 under the Securities Act of 1933; Kentucky Public Service Commission Case NO. 
:F - KP - 95 - 4 0 1 : 

$30,000,000 6.451 Unsecured Medium Term Notes. Series A due 2008 

SEC File No. 70-8693 under the Public Utility Holding Company Act of 1935. Short-tern borrowing authority 
lot to exceed $150.000.000 through December 31, 2003. 

7. None 

3 .  The 1998 wage agreement resulted in a general increase of 3.01 for represented employees. 

3. On April 24, 1996. the FERC issued orders 888 and 889. These orders require each public utility that O w n s  

3r controls interstate transmission facilities to file an open access network and point-to-point transmission 
tariff that offers services canparable to the utility's own uses of its transmission system. The orders also 
require utilities to functionally unbundle their services, by requiring them to use their own tariffs in making 
3ff-system and third-party sales. AS part of the orders, the FERC issued a pro-forma tariff which reflects the 
Camnission's views on the minimum non-price tenna and conditions for non-discriminatory transmission service. 
In addition. the orders require all transmitting utilities to establish an Open Access Same-time Information 
System ("OASIS") which electronically posts transmission information such as available capacity and prices. and 
require utilities to comply with Standards of Conduct which prohibit utilities' system operators from providing 
non-public transmission information to the utility's merchant employees. 
seek recovery of certain prudently-incurred stranded costs that result from unbundled transmission service. 

The orders also allow a Utility to 

On July 9. 1996. the American Electric Power Company, Inc. (AEP) System companies filed a tariff conforming 
with the FERC's pro-forma transmission tariff, subject to the resolution of certain pricing issues, which are 
still pending before FERC. 

During 1996 and 1997 AEP engaged in discussions with several utilities regarding the creation of an 
independent system operator to operate the transmission system in the Midwestern region of the United States. 
In January 1998, nine utilities or utility systems filed with the FERC a proposal to form the Midwest 
[ndependent Transmission System Operator, Inc. ("Midwest ISO"). AEP was not a participant in that filing and 
slected not to join the Midwest 1s0 as a transmission owner member. 
ion-owner member. 

AEP has since joined the Midwest IS0 as a 

-.. 

During the 1998 Regular Session of the Kentucky legislature, the Electric Utility Restructuring Task Force 
das established by resolution. 
3fficials from the Governor's office. The Task Force began monthly meetings in August 1998. A t  the January 

The 20-member Task Force includes ten members of the General Assembly and ten 

FERC FORM NO. 1 (ED. 12-96) Page 109 
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A second Task Force was also established to study the effects of utility restructuring on taxes. This Task 
Several advisor/ committees Force also has been meeting monthly and will report its findings in November 1 9 9 9 .  

have been formed to assist this Task Force in gathering and studying information. The Kentucky investor-owned 
utilities. including AEP. are represented on each of those committees. At the January meeting, the Task Force 
voted to retain a consulting firm with extensive experience in utility tax issues to facilitate the proceedings. 

FERC FORM NO. 1 (ED. 12-96) 

The Kentucky public Service Commission Chairwoman leads 23 state public utility commissions in a coalition 
The coalition's stated purpose is to ensure that the U . S .  Congress gives antitled Lou Cost States Initiative. 

!qual consideration to the issues facing low-cost states. 
iSSUeS: (i) a National Voice, (ii) Low Rates. (iii) Rural Electricity Rates. (iv) Stranded Coats and Benefits. 
md (v) Economic Development. 

The coalition is focusing on the following five 

-- - - 
Name of Respondent 
KENTUCKY POWER COMPANY 

During the veek of June 2 2 - 2 6 ,  1 9 9 8 ,  wholesale electric power markets in the Midwest exhibited unprecedented 
>rice volatility due to several market factors, including an extended period of unseasonably hot weather, 
tcheduled and unplanned generating unit outages, transmission constraints, and defaults by certain power 
mrketera on their supply obligatione. 
?xtreme price spikes in the hourly and daily markets. 

The simultaneous culmination of these events resulted in temporary but 

.- -. . . -. .. .. . 
Year of Report 

Dec. 31, 1998 

This Report Is: 
(1) An Original 
(2) 0 AResubmission 04/30/1999 

Date of Report 
(Mo. Da. Y r )  

AS a result of this situation, the FERC initiated an investigations into the price increase. After 
:anpleting its review, the FERC concluded that the pricing abnormalities were due to the unusual conditions that 
xlcurred during that time. The FERC Starf report issued in September 1 9 9 8  did not find evidence that firm 
IerviCe to consumers was compromised anywhere in the Midwest during the period of the pricing abnOZmalitieS. 
rhe FERC reserved the right to conduct further investigations on a company-specific basis. 

The Acid Rain Program (Title Iv) of the Clean Air Act Amendments of 1990 (CnAA) created an emission 
illowance program pursuant to which utilities are authorized to emit a designated quantity of sulfur dioxide 
I S O 2 ) .  measured in tons per year, on a system w'ide or aggregate basis. 
rirtue of the establishment of annual allowance allocations at levels substantially below historical emission 
Levels for most utility units. 
?ffective January 1, 1 9 9 5 ,  requires SO2 emission reductions from certain units that emitted SO2 above a rate of 
1 . 5  pounds per million Btu heat input in 1985. 
itilization rates and an emission rate of 2 . 5  pounds of SO2 per million Btu heat input. 
=en issued for all Phase I affected units in the AEP System. 

Emission reductions are rewired by 

There are tvo phases of SO2 control under the Acid Rain Program. Phase I. 

Phase I unit allowance allocations were calculated based on 1985 

Phase I permits have 

Phase 11, which affects all fossil fuel-fired steam generating units with capacity greater than 25 megawatts 
imposes more stringent SO2 emission control requirements beginning January 1, 2 0 0 0 .  

L985 at a rate in excess of 1 . 2  pounds per million Btu heat input, the Phase I1 allowance allocation is premised 
rpon an emission rate of 1.2 pounds at 1 9 8 5  utilization'levels. If actual SO2 emissions for a Phase I1 affected 
lnit in 1 9 8 5  were less than 1 . 2  pounds per million Btu, the allowance allocation is, in most instances. based On 

:he actual 1 9 8 5  emission rate. 

If a unit emitted SO2 in 

In addition to regulating SO2 emissions, Title IV of the CAAA contains provisions regulating emissions Of 

In addition, on December 1 9 .  1 9 9 6 .  

iitrogen oxides (NOx). In April 1 9 9 5 ,  Federal EPA promulgated NOx emission limitations for tangentially fired 
>oilers and dry bottom wall-fired boilers for Phase I and Phase 11 units. 
Federal EPA published final NOx emission limitations for wet bottom wall-fired boilers, cyclone boilers, units 
applying cell burner technology and all other types of boilers. The regulations also revised downward the NOX 
Limitations applicable to tangentially.g,ired and wall-fired boilers in Phase 11. 

to be achieved by January 1, 2 0 0 0 .  

These emission 1imitatiOnS are 

The CAA contains additional provisions, other than the Acid Rain Program, which could require reductions in 
emissions of NOx and other pollutants from fossil fuel-fired power plants. In July 1997. Federal EPA revised 
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Name of Respondent This Report Is: Date of Report 
KENTUCKY POWER COMPANY (Mo. Da. Yr) (1) I1T] An Original 

(2) AResubmission 04/30/1999 

Year of Report 

Dec. 31, 1998 - 

In September 1998, Federal EPA issued revisions to the New source Performance Standards applicable to new 
and modified fossil fuel-fired power plants. Federal EPA characterized its proposal as "fuel neutral" Since it 
would impose the same stringent NOx emission limit (1.351b. per megawatt-hour net energy output) for coal-fired 
boilers as for gas-fired boilers. The emission limit is set at a level which cannot currently be achieved by 
Combustion controls and will require the use of post combustion control equipment. The final rule effectively 
requires selective catalytic reduction or comparable technology to control NOx emissions from new or modified 
Coal-fired boilers. 
Based on an administrative finding that an existing source had been modified or reconstructed could result in 
substantial capital and operating expenditures. On October 30, 1998, the AEP System operating companies joined 
with certain other utilities to appeal the revised regulations by filing petitions for review in the U . S .  Court 
Of Appeals for the District of Columbia Circuit. 

Imposition of this standard to existing sources which might become subject to the rule 

On October 27, 1998, Federal EPA published in the Federal Register a final rule (NOx tr~SpOrt SIP Call) 
concluding that certain State Implementation Plans are deficient because they allow NOx emissions that 
contribute excessively to ozone nonattaihment in downwind states. 
establishes state-by-state NQx emission budgets for the five-month ozone season to be met by the year 2003. 
VOX budgets apply to 22 eastern states and are premised mainly on the assumption of controlling p o w r  plat NOX 
tmiSSiOUS to 0.15 lb. per million Btu (approximately 85C below 1990 levels). 
purports to implement both the new eight-hour ozone standard and the one-hour ozone standard. The SIP call Was 
acccmpanied by a propoeed Federal Implementation Plan which could be implemented in any state which fails tO 
Submit an approvable SIP by September 1999. 
:oal-fired electric utilities and may adversely impact the ability of electric utilities to obtain new and 
nodified source permits. 
ltilities to appeal the final NOx SIP Call rule by filing a petition for review in the U.S. Court Of Appeals for 
:he District of Columbia Circuit. 

Federal EPA's NOx transport SIP Call 
The 

The NOx transport SIP Call 

The NOx reductions called for by Federal EPA are targeted at 

In October 1998, the AEP System operating companies joined with certain other 

Preliminary estimates indicate that compliance costs could result in $105 million of required capital 
xpenditures. Compliance costs cannot be estimated with certainty and the actual costs incurred to comply could 
le significantly different from this preliminary estimate depending upon the compliance alternatives selected to 
ichieve reductions in NOx emissions. 

In August 1997, eight northeastern states (New York, New Hampshire, Maine, Massachusetts. Rhode Island. 
Pennsylvania, Connecticut, and Vermont) filed petitions with Federal EPA under Section 126 of the Clean Air Act. 
-1aiming that NOx emissions from certain named sources in midwestern states, including all the coal-fired plants 
>f AEP'S operating subsidiaries, prevent those states from attaining the ozone NAAQS. 
Jetitioners generally seek Nox emission reductions 85C below 1990 levels from the utility sources in midwestern 
Btates, as in the NOx SIP call. On October 21, 1998, Federal EPA published in the' Federal Register proposed 
:onditional remedial action requiring NOx emission reductions Lrom named utility sources. 

Among other things. the 

Federal EPA is seeking c m e n t  on the effect on the Section 126 petitions of a proposed determination by 
Federal EPA that the one-hour ozone sgandard no longer applies to non-attainment areas in Maine, New Hampshire. 
Rhode Island and a portion of Massachusetts. 
seeking comment with respect to its proposed detemination that eight-hour ozone non-attainment in New Hampshir' 
and Maine is being significantly affected by sources of NOX emissions in the northeastern U . S .  as well as 
certain sources in the midwestern and southern U . S .  

In a separate Notice of Proposed Rulemaking, Federal EPA is 
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KENTUCKY POWER COMPANY 

In December 1397 Federal EPA entered into a Memorandum of Agreement (MOA) with the petitioning States that 
establishes a schedule for taking final action on the Section 126 petitions on approximately the same time frame 

Section 126 petitions by September 3 0 ,  1998 and a technical determination by April 30, 1999. Final action would 
be deferred pending Satisfaction of the NOX SIP call requirements. In October 1998, the U . S .  District Court for 
the Southern District of New York entered an order directing Federal EPA to conform to the schedule Set forth in 
the MOA. 

Federal EPA's final action on the NOX transport SIP call. The MOA called €or a proposed rulemaking On the 

Dec. 31. 1998 

Hazardous air pollutant emissions from utility boilers are potentially subject to control requirements under 
Title 111 of the CAAA. 

hazardous air pollutants emitted from electric utility steam generating units. 
report the results of this study to Congress by November 1993 and to regulate emissions of these hazardous 
pollutants if necessary. 
potential health and environmental threats, mercury and three other hazardous air pollutants present in power 
plant emissions. 
no immediate regulatory action was proposed regarding emission reductions. 

The CAAA specifically directed Federal EPA to study potential public health impacts Of 
Federal EPA was required to 

on February 25,  1998, Federal EPA issued a final report to Congress citing as 

Noting uncertainty regarding health effects and the absence of control technology for m e r a w .  

In addition, Federal EPA is required t o  study the deposition of hazardous pollutants in the Great Lakes. the 
%eSapeake Bay, Lake Champlain, and other coastal waters. AS part of this assessment, Federal EPA is authorized 
to adopt regulations to prevent serious adverse effects to public health and eerious or widespread environmental 
Effects. 
electric utility steam generating units. 

It is possible that this assessment of water body deposition may result in additional regulation Of 

Federal EPA was also required to study mercury emissions and report its findings to Congress by 1994. 

presently. mercury emissiona from electric utilities are not 
Federal EPA presented that report to Con+-ess in December 1997. 
being the third leading emitter of mercury. 
regulated under the CAA. 
nay lead to additional regulation in the future. 

The report identifies electric utilities as 

However. Federal EPA intends to engage in further studies of mercury emissions. which 

The CARA expanded the enforcement authority of the federal government by increasing the range of civil and 
criminal penalties for violations of the CAA and enhancing administrative civil provisions, adding a Citizen 
suit provision and imposing a national operating permit system, emission fee program and enhanced monitoring. 
recordkeeping and reporting requirements for existing and new sources. 
the Credible Evidence rule, which allows Federal EPA to use any credible evidence or informatioc in lieu of. Or 
in addition to, the test methods prescribed by the regulation for determining compliance with emission limits. 
This rule has the potential to expand significantly Federal EPA's ability to bring enforcement actions and to 
increase the stringency of the emission limits to which AEP System plants are subject. 
3f industries, including AEP System operating companies, filed petitions for review of the Credible Evidence 
tule with the U . S .  Court of Appeals for the District of Columbia Circuit. In August 1998, the court held that 
:he appeal was not ripe for review. 

On February 13, 1997, Federal EPA issued 

In March 1997. a number 

A petition for writ of certiori was filed with the U . S .  Supreme Court. 

In December 1997, delegates from 167 nations, including the United States, agreed to a treaty, known as the 
'Kyoto Protocol," establishing legally-binding emission reductions for gases suspected of causing Climate 
zhange. 
aethane and nitrous oxides by 7b below 1990 levels and emissions of hydrofluorcarbons. perfluorocarbons and 
sulphur hexafluoride 7b below 1995 levels in the years 2008-2012. 
March 16, 
of developed countries' 1990 emissions of C02 to enter into force. 

If the U . S .  becomes a party to the treaty it will be bound to reduce emissions of carbon dioxide (Co2). 

The Protocol was available for signature fron 
1998 to March 15, 1999 and requires ratification by at least 55 nations-that account for at least 558  

Although the United States has agreed to the treaty and signed it on November 12, 1998, President Clinton 
has indicated that he will not submit the _. . . treaty to the Senate for ratification until it contains requirements 
for "meaningful participation by key developing countries" and the rules, procedures, methodology and guideline 
of the treaty's market-based policy instruments, 
provisions have been negotiated. 
November 1998. 

joint implementation programs and compliance enforcement 
At the Fourth Conference of the Parties, held in Buenos Aires. Argentina. in 

the parties agreed to a work plan to complete negotiations on outstanding issues with a View 
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(1) An Original 
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Year of Report 

Dec. 31, 1998 

On January 2 .  1997, Federal EPA proposed a new intervention level program under the authority of Section 303 
Jf the UIR to address five minute peak SO2 concentrations believed to pose a health risk to certain Segments Of 
:he population. The proposal establishes a "concern" level and an "endangerment" level. States mUSt 
investigate exceedances of the concern level and decide whether to take corrective action. If the endangerment 
Level is exceeded, the state must take action to reduce So2 levels. 

* -- 

On July 31, 1997, Federal EPA proposed new rules to regulate regional haze attributable to anthropogenic 
?missions. The primary goal of the new regional haze program is to address visibility impairment in and around 
'Class I" protected areas, such as national parks and wilderness areas. 
?miS8iOns are believed by Federal EPA to travel long distances. Federal EPA proposes to regulate such precursor 
?missions in every state. Under the proposal, each state must develop a regional haze control program that 
tmposes controls necessary to steadily reduce visibility impairment in Class I areas on the worst days and that 
!nsures that visibility remains good on the best days. 

Because regional haze precursor 

0x1 July 21, 1992, Federal EPA published final regulations in the Federal Register governing application Of 
lev source rules to generating plant repairs and pollution control projects undertaken to canply with the CAR. 
knerally, the rule provides that plants undertaking pollution control projects will not trigger New Source 
leview requirements. The Natural Resources Defense council aud a group of utilities, including five AEP system 
:ompanies, have filed petitions in the U.S.  Court of Appeals for the District of Columbia Circuit seeking a 
:eVieW of the regulations. In July 1998, Federal EPA requested cament on proposed revisions to the New Source 
leview rules which would change New Source Review applicability criteria by eliminating exemptions contained in 
:he current regulation. 

FERC FORM NO. 1 (ED. 12-96) 

Federal EPA conducted a review of the accour.ting records of KEPCo in the s u m r  of 1998. This activity is 
iocuaed 0n.assessing compliance with the New Source Review and New Source Performance Standard provisions Of the 
:lean Air Act. 

The Comprehensive Environmental Response, compensation, and Liability Act (CERCLA) and similar State law 
xovide governmental agencies with the authority to require clean-up of hazardous waste sites and releases Of 
lazardous substances into the environment and to seek compensation for damages to natural resources. 
Liability under CERCLA is strict and can be applied retroactively, AEP System companies which previously 
iisposed of PCB-containing electrical equipment and other hazardous substances may be required to participate in 
remedial activities at such disposal sites should environmental problems result. Kentucky Power CaapanY. Inc. 
(KEPCO) has been named as a potentially responsible party at one federal remediation site. 
:lean-up costs. however, is not expected to be significant. 

Since 

KEPCO'S Share Of 

L O .  None 
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ENTUCKY POWER COMPANY 

This Report Is: 
(1) An Original 
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Year of Report I Date of Report 

(Mo, Da, Yrl 
04t30I1999 1998 Dec. 31, ___ 

COMPARATIVE BALANCE SHEET [LIABILITIES AND OTHE 

Customer Advances for Construction (252) 
kcurnulated Deferred Investment Tax Credits (255) 
Deferred Gains from Disposition of Utility Plant (256) 
Other Deferred Credits (253) 

Title of A m n t  

266-267 

269 

Ret. I PageNo 

I (b) 
(a) 

DEFERRED CREDITS 

M e r  Regulatory Liabilities (254) 278 

Unamortized Gain on Reaquired Debt (257) 
I 

kamulated Deferred Income Taxes (281-283) I 272-277 

rOTAL Deferred Credits (Enter Total of lines 47 thru 53) I 

I 
rOTAL Liab and Other Credits (Enter Total of cines 14.22.30,45,54) I 

CREDITSXContinued) 
B~lance at Balance at 

21 1,552 
14.199.895 

1.106.14? 
14,806.516 

188.221.31 190.159.46C 
221.717.854 220.483.57 1 
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STATEMENT OF INCOME FOR THE YEAR (Continued) 

(Mo. Da, Yr) 

resulting from settlement of any rate proceeding affecting revenues received or costs incurred for power or gas purchases. and a 
summary of the adjustments made to balance sheet, income, and expense accounts. 
7. I f  any notes appearing in the report to stockholders are applicable to this Statement of Income, such notes may be included on 
pages 122-123. 
E. Enter on pages 122-123 a concise explanation of only those changes in accounting methods made during the year which had an 
effect on net income, including the basis of allocations and apportionments from those used in the preceding year. Also give the 
approximate dollar effect of such changes. 
9. Explain in a footnote if the previous year's figures are different from that reported in prior reports. 
10. If the columns are insufficient for reporting additional utility departments, supply the appropriate account titles. lines 2 to 23. and 
report the information in the blank space on pages.122-123 or in a footnote. 

I OTHER UTILITY Line 
No. 

GAS UTlLlM ELECTRIC UTILIM 

Currentyear I Previous Year 1 Currentyear I Previous Year P r e e s  Year 

233.1 30.931 242.579.1 73 
30,462.1 86 24.41 6.844 
28,038,044 26.247.598 

3.701 187.562 

38,616 38,616 

I 

I 
1.414.241 45.281 21 

22 
23 

51,092,545 46.856.090 24 
31 1.106.079 312.687.259 
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KENTUCKY POWER COMPANY n Onginal (Mo. Da. Yr) 
(2) n A  Resubmission 04/30/1999 

1, Report all changes in appropriated retained earnings. unappropriated retained earnings, and unappropriated undistributed 
subsidiary earnings for the year. 
2. Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433.436 
- 439 inclusive). Show the contra primary account affected in column (b) 
3. State the purpose and amount of each reservation or appropriation of retained earnings. 
4. List first account 439. Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings. Follow 
by credit, then debit items in that order. 
5. Show dividends for each class and series of capital stock. 
6. Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings. 
7. Explain in a footnote the basis for determining the amount reserved or appropriated. If such reservation or appropriation is to be 
recurrent. State the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated. 
8. If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123. 

Year 01 Hepon 
Dec. 31, 2 

I UNAPPROPRIATED RETAINED EARNINGS (Account 216) I 
1 I Baian9-Beginning of Year 
21 Chanaes - - 

3 Adjustments to Retained Earnings (Acmunt 439) 
4 I I 
5 I 

21 I 
22 TOTAL Appropriations of Retained Earnings (Aoct 436) 
23 Dividends Declared-Preferred Stock (Account 437) 

26 
27 
20 
29 TOTAL Dividends Dedared-Preferred Stadc IAcct. 4371 

FERC FORM NO. 1 (ED. 12-96) 
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dame of Respondent 
(ENTUCKY POWER COMPANY 

Year of Report 
Dec.31, 2 

. Report all changes in appropriated retained earnings, unappropriated retained earnings, and unappropriated undistributed 
,ubsidiary earnings for the year. 
!. Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433,436 
439 inclusive). Show the contra primary account affected in column (b) 
I. State the purpose and amount of each reservation or appropriation of retained earnings. 
1. List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings. Follow 
iy credit, then debit items in that order. 
i. Show dividends for each class and series of capital stock. 
i. Show separately the State and Federal income tax effect of items shown in account 439. Adjustments to Retained Earnings. 
'. Explain in a footnote the basis for determining the amount reserved or appropriated. If such reservation or appropriation is !O be 
Barrent. State the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated. 
1. If any notes appearing in the report to stockholders are applicable to this statement, include them On pages 122-123. 

(2) n A  Resubmission 04/30/1999 

FERC FORM NO. I (ED. 12-96) 

me contra Primary 
Account Affected 

(b) 
40. Item 

(a) 
39 
40 
41 
42 
43 
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1 This Report Is: 

, . . ._-_-. . ..--.-. . 
I 

e 

Year of Heport 
Dec. 31, lgg8 

Date ot Repon 
(Mo. Da. Yr) 
Cd/30/1999 

Name of Resoondent 

11 
12 
13 

- -  .__r. _ _  . 
KENTUCKY POWER COMPANY 

Net (Inaaase) Osaease in lnventoty 
Net (Increase) Decrease in Allowanars Inventory 
Net Increase (Deaease) in PayaMes and Accrued Expenses 

3,198,862 

5,652,458 

(1) An Original I (2) m A  Rnciihrniscinn 

16 
17 
:A 
19 
20 
21 
22 

(Less) Allowance for Other Funds Used During Construction 
(Less) Undisbibuted Earnings hwn Subsidiary Companies 
other: 
Acuued Utility Revenues -579.120 
Payment of Disputed Tax and Interest Related to COLI -5.376.525 
Other Operating Items (Net) -7.034.738 

41,160.21 3 Net Cash Provided by (Used in) Operating Activities (Total 2 thru 21) 

27 
28 
29 
30 

No. I 

Gross Additions to Nudear Fuel 
Gross Additions to Common Utility Plant 
Gross Additions to Nonutility Plant 
(Less) Allowance for Other Funds Used During Construction 

I ib) 

36 
37 
38 
39 

I 
~~~~ 

3 I Noncash Chames (Credits) to Inmme: 

Acquisition of Other Nonament Assets (d) 
Proceeds from Disposal of Noncurrent Assets (d) 

Investments in and Advances to Assoc. and Subsidiary Companies 

5IAmortizationof I 

44 
45 

Purchase of Investment Securities (a) 
Proceeds from Sales of Investment Securities (a) 

I 

14 I Net (Increase) Decrease in Other Regulatory Assets 
15 I Net Increase (Decrease) in Other Regulatory Liabilities 

I 

I 
24 I Cash Flows from Investment Activities: 1 
25 I Consbudon and Acquisition of Plant (induding land): 
26 I G m s  Additions to Utilily Plant (less nudear fuel) 

I 
-43,760.794 

31 I Other: I 
99 I I 

I 
-43.768.794 

~~ 

40 I Co&butions and Advances from Assoc. and Subsidiary Companies 
41 I Disposition of Investments in (and Advances to) 
42 I Associated and Subsidiary Companies I 

I I 1 
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This Re r l  Is: Date of Report Year of Report 
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Name of Respondent 

KENTUCKY POWER COMPANY 

STATEMENT OF CASH FLOWS 
4. Investing Activities indude at Other (line 31) net cash artRow to acquire other companies. Provide a reconciliation of aSSets a0quird wi* liabilities 

assumed 4 pages 122-123. Do not indude on this statement the ddlar amount of Leases capitalized per US of A General Instruction 20; instead 
provide a reconciliation of the dollar amount of Leases capita!ized with the plant cost on pages 122-123. 
5. Codesused: 
(a) Net proceeds or payments. 
(b) Bonds. debentures and other long-term debt. 
6. Enter on pages 122-123 darifications and explanations. 
Lne 
No. (a) (b) 

(c) lndude commercial paper. 
(d) Identify separately such items as investmenk fixed assets. intangibles. etc. 

Amounts Description (See Instruction No. 5 for Explanation of Codes) 

46 Loans Made or Purchased 
47 Collections on Loans 

55 
56 Net Cash Provided by (Used in) Investing AclivHies 
57 Total of lines 34 t h ~  55) 

48 
49 
50 
51 
52 

591 Cash Rows hwn Finanang Activities: 
60 I proceeds from Issuance of: 

Net (Increase) Deaease in Receivables 
Net (Inaease ) Decrease in Inventory 
Net (Incfease) Deaease in Allowances Held for SpeculaGOII 
Net Increase (Dewease) in PayaMes and Aarued &pens% 
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Name of Respondent 
KENTUCKY POWER COMPANY 

Year 01 Report 
Dec.31. 1998 - I This Report Is: 

(1) An Original 
12) tl AResubmission 

Date of Report 

Q4I3Ql1999 
U . .  I I 

NOTES TO FINANCIAL STATEMENTS - 
1. Use the space below for important notes regarding the Balance Sheet. Statement of Income for the year. Statement Of Retained 
Earnings for the year, and Statement of Cash Flows, or any account thereof. Classify the notes according to each basic Statement. 
Providing a subheading for each statement except where a note is applicable to more than one statement. 
2. Furnish particulars (details) as to any significant contingent assets or liabilities existing at end of year, including a brief explanation 01 
any action initiated by the Internal Revenue Service involving possible assessment of additional income taxes of material amount. or Of 
a claim for refund of income taxes of a material amount initiated by the utility. Give also a brief explanation of any dividends in arrears 
3n cumulative preferred stock. 
3. For Account 116, Utility Plant Adjustments. explain the origin of such amount, debits and credits during the year, and Plan Of 

jisposition contemplated, giving references to Cormmission orders or other authorizations respecting classification Of amounts as plant 
adjustments and requirements as to disposition thereof. 
t. Where Accounts 189. Unamortized Loss on Reacquired Debt, and 257. Unamortized Gain on Reacquired Debt, are not used, give 
3n explanation, providing the rate treatment given these items. See General Instruction 17 of the Uniform System of Accounts. 
5. Give a concise explanation of any retained earnings restrictions and state the amount of retained earnings affected by such 
*estrictions. 
5. If the notes to financial statements relating to the respondent company appearing in the annual report to the stockholders are 
applicable and furnish the data required by instructions above and on pages 114-121, such notes may be included herein. 

PAGE 122 INTENTIONALLY LEFT BLANK 
SEE PAGE 123 FOR REQUIRED INFORMATION. 
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Date of Repoi  
(Mo. Da. Yr) 

Name of Respondent 
KENTUCKY POWER COMPANY (1) [III An Original 

This Report Is: 

(2) 0 AResubmission 04/30/1999 

1. SIGNIFICANT ACCOUNTING POLICIES: 

Year of Report 

Dec. 31. 1998 - 

3rganization 

Kentucky Power Company (the Company or KPCO) is a wholly-owned subsidiary of American 
Electric Power Company, Inc. (AEP CO., Inc.), a public utility holding company. KPCo is 
Engaged in the generation, purchase, sale, transmission and distribution of electric power 
serving 170,000 retail customers in eastern Kentucky and does business as American 
Zlectric Power (AEP). The Company supplies electric power to the AEP System Power PO01 
(AEP Power Pool) and shares the revenues and costs of Power Pool wholesale sales tO 
ieighboring utility systems and power marketers. The Company also sells wholesale power 
:o municipalities. As a member of the AEP Power Pool and a signatory company to the 
herican Electric Power System (AEp System) Transmission Equalization Agreement, the 
2ompany's generating and transmission facilities are operated in conjunction with the 
Eacilities of certain other AEP affiliated utilities as an integrated utility system. 

7egula t ion 

4s a subsidiary of AEP Co., Inc., the Company is subject to regulation by the Securities 
nnd Exchange Commission (SEC) under the Public Utility Holding Company Act of 1935 (1935 
kt). Retail rates are regulated by the Kentucky Public Service Commission (KPSC). The 
'ederal Energy Regulatory Commission (FERC) regulates the Company's wholesale rates. 

3asis of Accounting 

rhe accounting of the Company is subject in certain respects to both the requirements of 
the KPSC and the FERC. 
accounting requirements of the uniform system of accounts prescribed by the FERC. 
?rincipal differences from generally accepted accounting principles include the exclusion 
>f current maturities of long-term debt from current liabilities, the exclusion of 
-0mparative statements of retained earnings and cash flows and the requirement to report 
Seferred tax assets and liabilities separately rather than as a single amount. 

The financial statements have been prepared in accordance with the 
The 

As a cost-based rate-regulated entity, KPCo's financial statements reflect the actions 0: 
regulators that may result in the recognition of revenues and expenses in different time 
?eriods than enterprises that are not rate regulated. 
Financial Accounting Standards (SFAS) 71, "Accounting for the Effects of Certain Types of 
Regulation," regulatory assets (deferred expenses) and regulatory liabilities (deferred 
income) are recorded to reflect the economic effects of regulation and to match expenses 
with regulated revenues. 

In accordance with Statement of 

Use of Estimates 

The preparation of these finarfclal statements requiires in certain instances the use of 
estimates. Actual results could differ from those estimates. 

Utility Plant 
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Date of Report 
(Mo. Da. Y r )  

Year of Report 

Dec.31. - 1998 

Electric utility plant is stated at original cost and is generally subject to first 
mortgage liens. 
accounts. 
account and deducted from accumulated depreciation together with associated removal Costs, 
net of salvage. 
naintain utility plant are included in operating expenses. 

Additions, major replacements and betterments are added to the Plant 
Retirements of plant are deducted from the electric utility plant in Service 

The costs of labor, materials and overheads incurred to operate and 

Rllowance for Funds Used During Construction (AFUDC) 

RmTDC is a noncash nonoperating income item that is capitalized and recovered through 
Sepreciation over the service life of utility plant. 
borrowed and equity funds used to finance construction projects. 
1998 and 1997 were not significant. 

It represents the estimated cost of 
The amounts of AFUDC for 

3epreciation and Amortization 

3ePreciation is provided on a straight-line basis over the estimated useful lives of 
Property and is calculated largely through the use of composite rates by functional class. 
rhe annual composite depreciation rates for 1998 and 1997 were as follows: 

Functional Class 
3f Property 

Production 
I'ransmission 
2istribution 
Seneral 

. Annual Composite 
Depreciation Rates 

3.8% 
1.7% 
3.5% 
2 . 5 %  

Expenditures for the demolition and removal of plant are charged to the accumulated 
provision for depreciation and recovered through depreciation charges included in rates 

Cash and Cash Equivalents 

Cash and cash equivalents include temporary cash investments with original maturities of 
three months or less. 

Operating Revenues and Fuel Cost 

Revenues include the accrual of electricity consumed but unbilled at month-end as  well as 
billed revenues. Changes in retail jurisdictional fuel costs are deferred until reflecte 
in billings to customers in later months through a fuel cost recovery mechanism. 
Wholesale jurisdictional fuel cost changes are expensed and billed as incurred. 

Derivative Financial Instruments 

During 1998, the AEP Power Poo1,substantially increased the volume of its power marketins 
and trading transactions (trading activities) in which the Company shares. Trading 
activities involve the sale of electricity under physical forward contracts at fixed and 
variable prices and the trading of electrlcity contracts including exchange traded futurt 
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NOTES TO FINANCIAL STATEMENTS (continued] 

and options and over-the-counter options and swaps. The majority of these transactions 
represent physical forward contracts in the AEP System's traditional marketing area and 
are typically settled by entering into offsetting contracts. For 1998, the net revenues 
from these transactions are included in operating revenues for ratemaking, accounting and 
financial and regulatory reporting purposes. 

(Mo. Da. Yr) 

04/30/1999 Dec. 31, 1998 - 

In addition the AEp Power pool enters into transactions for the purchase and sale of 
electricity options, futures and swaps, and for the forward purchase and sale of 
electricity outside of the AEP System's traditional marketing area. 
trading activities are included in nonoperating income and accounted for on a 
mark-to-market basis. The unrealized mark-to-market gains and losses from such 
non-regulated trading activity are reported as assets and liabilities, respectively. 

These non-regulated 

The Company enters into forward contracts to manage the exposure to unfavorable changes 
in the Cost of debt to be issued. These anticipatory debt instruments are entered into in 
order to manage the change in interest rates between the time a debt offering is initiated 
and the issuance of the debt (usually a period of 60 days). Any resultant gains or losses 
are deferred and amortized over the life of the debt issuance. There were no such forward 
contracts outstanding at December 31, 1998 or 1997. 

See Note 5 - Financial Instruments, Credit and Risk Management €or further discussion. 

Income Taxes . 
The Company follows the liability method of accounting for income taxes as prescribed by 
SFAS 109, "Accounting for Income Taxes." Under the liability method, deferred income 
taxes are provided for all temporary differences between the book cost and tax basis Of 
assets and liabilities which will result in a future tax consequence. Where the 
flow-through method of accounting for temporary differences is reflected in rates, 
deferred income taxes are recorded with related regulatory assets and liabilities in 
accordance with SFAS 71. 

Investment Tax Credits 

Investment tax credits have been accounted for under the flow-through method except where 
regulatory commissions have reflected investment tax credits in the rate-making process Or 
a deferral basis. Investment tax credits that have been deferred are being amortized ovel 
the life of regulated plant investment. 

Debt 

Gains and losses on reacquisition of debt are deferred and amortized over the remaining 
term of the reacquired debt in accordance with rate-making treatmbnt. 
refinanced, reacquisition costs are deferred and amortized over the term of the 
replacement debt commensurate with their recovery in rates. 

If debt is 

Debt discount or premium and e$enses of debt issuahce are amortized over the term of the 
related debt, with the amortization included in interest charges. 

Other Property and Investments 

1 
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-- NOTES TO FINANCIAL STATEMENTS (continued) 
.. 

Other property and investments are stated at cost. 

Comprehensive Income 

There were no material differences between net income and comprehensive income 

2. COMMITMENTS AND CONTINGENCIES: 

Construction and Other Commitments 

Substantial construction commitments have been made to support the Company's utility 
operations. 
Zonstruction expenditures for 1999-2001 are estimated to be $112 million. 

Such commitments do not include any expenditures for new generating capacity. 

Long-term fuel supply contracts generally contain clauses that provide for periodic price 
adjustments. 
year 2001 and contain various clauses that would release the Company from its obligation 
under certain force majeure conditions. 
provides for recovery of changes in the cost of fuel. 

The contracts are for various terms, the longest of which extends to the 

A KPSC fuel adjustment mechanism generally 

A constructive marketing program enables residential customers to borrow from area banks 
to purchase energy efficient electrical equipment, such as heat pumps. KPCo guarantees 
the loan principal plus interest. The guaranteed amounts totaled $7  million at December 
31, 1998. 

:lean Air Act/Air Quality 

The US Environmental Protection Agency (Federal EPA) is required by the Clean Air Act 
Rmendments of 1990 (CAAA) to issue rules to implement the law. In 1996 Federal EPA issued 
final rules governing nitrogen oxides (NOx) emissions that must be met after January 1, 
2000 (Phase I1 of CAAA). The final rules will require substantial reductions in NOx 
emissions from certain types of boilers including those in the AEP System's power plants 
and the Company's power plant. To comply with Phase I1 of CAAA, the Company installed NO2 
emission control equipment at a capital cost of $14 million. 

On September 24, 1998, Federal EPA finalized rules which require reductions in NOx 
emissions in 22 eastern states, including Kentucky where the Company's generating plant is 
located. The implementation of the final rules would be achieved through the revision of 
state implementation plans (SIPS) by September 1999. SIPS are a procedural method used b) 
each state to comply with Federal EPA rules. The final rules anticipate the imposition Of 
a NOx reduction on utility sources of approximately 85% below 1990 emission levels by the 
year 2003. On October 30, 1998, a number of utilities, including'the Company and the 
other operating companies of the AEP System, filed petitions in the US Court of Appeals 
for the District of Columbia Circuit seeking a review of the final rules. 

Should the states fail to adopct"the required revisions to their SIPS within one year of 
the date of the final rules (September 24, 1999), Federal EPA has proposed to implement a 
federal plan to accomplish the NOx reductions. Federal EPA also proposed the approval of 
portions of petitions filed by eight northeastern states that would result in imposition 
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NOTES TO FINANCIAL STATEMENTS (continued) 
Of NOx emission reductions on utility and industrial sources in upwind midwestern States. 
These reductions are substantially the same as those required by the final NOx rules and 
could be adopted by Federal EPA in the event the states fail to implement SIPS in 
accordance with the final rules. 

Preliminary estimates indicate that compliance could result in required Capital 
expenditures of approximately $105 million. 
certainty and the actual costs incurred to comply could be significantly different from 
this preliminary estimate depending upon the compliance alternatives selected to achieve 
reductions in NOx emissions. Unless such costs are recovered from customers, they would 
have a material adverse effect on results of operations, cash flows and possibly financial 
condition. 

Compliance costs cannot be estimated with 

Litigation 

The Internal Revenue Service (IRS) agents auditing the AEP System's consolidated federal 
income tax returns for the years 1991 to 1993 requested a ruling from their National 
Office that certain interest deductions claimed by the Company relating to AEP's Corporate 
owned life insurance (COLI) program should not be allowed. As a result of a suit filed by 
the Company in US District Court (discussed below) this request for ruling was withdrawn 
by the IRS agents. 
interest deductions for taxable years 1992-96. A disallowance of the COLI interest 
deductions through December 31, a998 would reduce earnings by approximately $8 million 
(including interest). 
impact from this matter. 

Adjustments have been or will be proposed by the IRS disallowing COLI 

The Company has made no provision for any possible adverse earnings 

In 1998 the Company made payments of taxes and interest attributable to COLI interest 
deductions for taxable years 1992-97 to avoid the potential assessment by the I R S  of any 
additional above market rate interest on the contested amount. These payments to the IRf 
are included on the balance sheet in other investments pending the resolution of this 
matter. The Company will seek refund, either administratively or through litigation, Of 
all amounts paid plus interest. In order to resolve this issue without further delay, on 
March 24, 1998, the Company filed suit against the US in the US District Court for the 
Southern District of Ohio. Management believes that it has a meritorious position and 
will vigorously pursue this lawsuit. In the event the resolution of this matter is 
unfavorable, ic will have a material adverse impact on results of operations and cash 
flows. 

The Company is involved in a number of other legal proceedings and claims. While 
management is unable to predict the outcome of litigation, it is not expected that the 
resolution of these matters will have a material adverse effect on the results of 
operations, cash flows or financial condition. 

3. RELATED-PARTY TRANSACTIONS: 

KPCo has a Unit Power Purchase Agreement with AEP Generating Company (AEGCo) an affiliate( 
company, which expires in 2004:" The agreement provides for the Company to purchase 15% 0' 
the total output of the two unit 2,600-mw capacity Rockport Generating Plant. Under the 
Unit Power Purchase Agreement ;:ietc is a demand charge for the right to receive the power 
which is payable even if the power is not taken. The amount o f  the demand charge is such 
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)emand charges payable even if the power is not taken and energy purchases under the Unit 
'ewer Purchase Agreement were included in purchased power expense as follows: 

Year Ended December 31, 
1998 1997 

(in thousands) 

)ernand Charge 
Energy Charge 

Total 

$38,108 
29,183 
$67,291 

$39,993 
28,393 
$68,386 

senefits and costs of the AEP System's generating plants are shared by the company and the 
>ther affiliated members of the AEp power pool. 
[nterconnection Agreement, capacity charges and credits are designed to allocate the cost 
>f the System's generating reserves among the AEP Power Pool members based on their 
relative peak demands and generating reserves. 
:ompensated for the out-of-pocket costs of energy delivered to the AEP Power Pool and 
:hawed for energy received from the AEP Power Pool. 

Under the terms of the System 

AEP Power Pool members are also 

Operating revenues incl.ude $43.6 million in 1998 and $41.0 million in 1997 for energy 
upplied to the Power Pool. 

lince the Company's internal peak demand exceeds its generating capacity, charges for 
!apacity reservation, which is a charge for the right to receive power from the power PO01 
wen if the power is not taken, and charges for energy received from the Power Pool were 
.ncluded in purchased power expense as follows: 

Year Ended December 31, 
1998 1997 

(in thousands) 

:apacity Charge $1,169 
Energy Charge 8,504 

Total $9,673 

$ 7,196 
13,855 
$21,051 

Power marketing and trading operations, which are described in Note 1, are conducted by 
the AEP Power Pool and shared with the Company. 
3urchased power expense and nonoperating income includes amounts for power marketing and 
trading allocated by the AEP Power Pool as follows: 

Year Ended December 31, 

The Company's operating revenues, 

1998 1997 
(in thousands) 

. /' 

Operating Revenues $29,237 $45,873 

Nonoperating Loss (2,419) (22) 

Purchased Power Expense 23,656 24,504 
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NOTES TO FINANCIAL STATEMENTS (continued) 

AEP System electric operating utility companies participate in the AEP Transmission 
Equalization Agreement. This agreement combines certain AEP System companies' investments 
in transmission facilities and shares the Costs of ownership of those facilities in 
proportion to the System companies' respective peak demands. Pursuant to the terms of the 
agreement since the Company's relative investment in transmission facilities is greater 
than its relative peak demand, other operation expense includes equalization credits of 
$6.0 million in 1998 and $2.7 million in 1997. 

American Electric Power Service Corporation (AEPSC) provides certain managerial and 
Professional services to AEP System companies including the Company. The costs of the 
services are billed by AEPsC to its affiliated clients on a direct-charge basis whenever 
possible, and on reasonable bases of proration for shared services. 
services are made at cost and include no compensation for the use of equity capital, which 
is furnished to AEPSC by AEP Co., Inc. Billings from AEPSC are expensed or capitalized 
depending on the nature of the services rendered. M P S C  and its billings are subject to 
the regulation of the SEC under the 1935 Act. 

The billings for 

4 .  SEGMENT INFORMATION: 

Effective December 31, 1998 the Company adopted SFAS 131, "Disclosures about Seriments Of 
an Enterprise and Related Infoanation". The Company has one reportable segl,., -, a 
regulated vertically integrated electricity generation and energy delivery business. The 
Company's operations are managed on an integrated basis because of the substantial impact 
of bundled cost-based rates and regulatory oversight on busin$ss processes, cost 
structures and operating results. 
the power marketing and trading activities that are discussed in Note 1. For the years 9 

a 
ended December 31, 1998 and 1997, all of the Company's revenues are derived from the 2 
generation, sale and delivery of electricity in the US. 

8 
5. FINANCIAL INSTRUMENTS, CREDIT AND RISK MANAGEMENT: 2 

Included in the regulated electric utility segment 1s 

D 

-0 z 3. 
3 E, 

The Company participates in a power marketing and trading 2ez 
w *  
v l *  

( D -  

The Company is subject to market risk as a result of changes in electricity commodity 
prices and interest rates. 

physical forward purchase and sale contracts at fixed and variable prices, and financial 
derivative instruments including exchange traded futures and options, over-the-counter 
options, swaps and other financial derivative contracts at both fixed and variable prices. 
For 1998, physical forward electricity contracts within the AEP System's traditional 
marketing area are recorded on a net basis as operating revenues in'the month when the 
physical contract settles. The Company's share of the net gains from these regulated 
transactions for the year ended December 31, 1998 was $7 million. 

operation that manages the exposure to electricity commodity price movements using 

Physical forward electricity contracts outside AEP's .traditional marketing area and all 
financial electricity trading transactions where the underlying physical commodity is 
outside KEPIS traditional markrcing area are marked to market and recorded in nonoperating 
income. The Company's share of the net losses from these non-regulated trading 
transactions for the year ended December 31, 1998 was $ 2  million. The unrealized 
mark-to-market gains and losses from such trading of financial instruments are reported as 
assets and liabilities, respectively. These activities were not material in prior 
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Vame of Respondent 
KENTUCKY POWER COMPANY 

rhe Company is exposed to risk from changes in interest rates primarily due to short-term 
ind long-term borrowings used to fund its business operations. 
Eixed interest rates with terms from one day to twenty six years and an average duration 
3f three years at December 31, 1998. 
naterially affect results of operations or financial position since the Company would not 
?xPeCt to liquidate its entire debt portfolio in a one year holding period. Also Since 
-he Company's rates are cost-based regulated, the risk of interest rate changes on debt 
sed to finance regulated operations is mitigated. 

The debt portfolio has 

A near term change in interest rates should not 

This Report Is: Date of Report Year of Report 

(1) [I11 An Original Dec. 31, 1998 04/30/1999 (2) cf AResubmission - 
(Mo. Da. Y r )  

larket valuation 

rhe book value of cash and cash equivalents, accounts receivable, short-term debt and 
lccounts payable approximate fair value because of the short-term maturity Of these 
ins t ruments . 

rhe book value amounts and fair values of the Company's significant financial instruments 
it December 31, 1998 and 1997 are summarized in the following table. 
Long-term debt are based on quoted market prices for the same or similar issues and the 
:urrent interest rates offered for instruments of the same remaining maturities. The fair 
ralue of those financial instrugtents that are marked-to-market are based on management's 
>est estimates using over-the-counter quotations, exchange prices, volatility factors and 
raluation methodology. The estimates presented herein are not necessarily indicative Of 
:he amounts that the Company could realize in a current marke: exchange. At December 31, 
1997 the notional amounts and fair values of derivatives were not material. 

The fair values Of 

Book Value Fair Value 
(in thousands) 

!Jon - Deriva t ive s 

1998 
Long- term Debt 

1997 
Long- term Debt 

Derivatives 

1998 

I 

Trading Assets 

Electric 
Physicals 
Options 
Swaps 

$368,838 $387,500 

$341,051 $358,500 

Fair Value Average Fair Value 
(in thousands) 

., - 

$2,900 
2,100 

200 

$2,600 
5 , 0 0 0  

100 
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Credit and Risk Management - In addition to market risk associated with electricity price 
novements, the Company through the AEP Power Pool is also subject to the credit risk 
tnherent in its risk management activities. Credit risk refers to the financial risk 
irising from commercial transactions and/or the intrinsic financial value of contractual 
igreements with trading counter parties, by which there exists a potential risk of 
ionperformance. The AEP Power Pool has established and enforced credit policies that 
ninimize this risk. The AEP Power Pool accepts as counter parties to forwards, futures, 
snd other derivative contracts primarily those entities that are classified as Investment 
;rade, or those that can be considered as such due to the effective placement of credit 
enhancements and/or collateral agreements. . Investment grade is the designation given to 
the four highest debt rating categories (i.e., AAA, AA, A, BBB) of the major rating 
services, e.g., ratings BBB- and above at Standard & Poor's and Baa3 and above at Moody's. 
rJhen adverse market conditions have the potential to negatively affect a counter party's 
xedit position, the AEP Power Pool requires further credit enhancements to mitigate risk. 
Since the formation of the power marketing and trading business in July of 1997, the 
Company has experienced no significant losses due to the credit risk associated with risk 
management activities; furthermore, the Company does not anticipate any future material 
effect on its results of operations, cash flow or financial condition as a result of 
counter party nonperformance. 

I 
~ I I 

NOTES 'TO FINANCIAL STATEMENTS (continued) 

rrading Liabilities 

During 1998 an internal evaluation of the power generation organization was conducted witt 
a goal of developing a better organizational structure for a competitive generation 
market. The study was compleCed in October 1998 .... In addition, a review of energy 
delivery staffing levels was conducted in 1998. As a result approximately 3 6  power 
generation and energy delio-?rj. positions were identified for elimination. 

Zlectric 
Futures 
Physicals 
Options 
Swaps 

Severance accruals totaling $1.9 million were recorded by the Company in December 1998 fo 

it December 31, 1998 the notional amounts of the Company's nonregulated electric trading 
)hysical forward contract purchases and sales are 640 Gigawatt hours (Gwh) and 685 Gwh, 
:espectively; the notional amounts for fixed priced swaps purchases and sales are 23 Gwh 
m d  25 Gwh, respectively; and the notional amounts for options to purchase and to sell are 
163 Gwh and 332 Gwh, respectively. The Company has a net long position of 25 Gwh for 
?lectric future contracts. 

KENTUCKY POWER COMPANY 

it December 31, 1998 the fair value of the assets and liabilities related to the wholesale 
zlectric forward contracts was $ 2 3  million and $23  million, respectively. The related 
lotional amounts were 3,046 Gwh for purchases and 3,109 Gwh for sales. The average fair 
ralue amounts outstanding during the period were $59 million of assets and $ 5 6 . 0  million 
)f liabilities. 

(Mo. Da. Yr) 

04130l1999 Dec.31, 1998 (1) a Anoriginal 
(2) 0 AResubmission - 

6. STAFF REDUCTIONS: 
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I. 
I 

- __ 

KENTUCKY POWER COMPANY (1) a An Onginal 
(2) 0 A Resubmission 

Oate of Report 
(Mo. Da. Yr) 

Year of Report 

Dec. 31, 1998 04/30/1999 - 
I I I 

NOTES TO FINANCIAL STATEMENTS (continued) 

reductions in power generation.and energy delivery staffs and were charged to other 
>peration expense in the Statement of Income. In the first quarter o f  1 9 9 9  the power 
generation and energy delivery staff reductions were made. 

I .  BENEFIT  PLANS: 

rhe Company participates in the AEP System qualified pension plan, a defined benefit plan 
Jhich covers all employees. Net pension costs for the years ended December 31, 1998  and 
1997 were $322 ,000  and $424,000,  respectively. 

?ostretirement Benefits Other Than Pensions are provided for retired employees f o r  medical 
ind death benefits under an AEP System plan. The annual accrued costs were $ 2 . 1  million 
.n 1998  and $ 2 . 1  million in 1 9 9 7 .  

i defined contribution employee savings plan required that the Company make contributions 
:O the plan totaling $714,000 in 1 9 9 8  and $714,000 in 1 9 9 7 .  

8 .  FEDERAL INCOME TAXES: 

The details of federal income taxes as reported are as follows: 
Year Ended December 31, 

1998  1997 

___________------------ 

---- ---- 
(in thousands) 

:barged (Credited) to Operating 
Expenses (net) : 
Current 
De fer r ed 
Deferred Investment Tax Credits 

Total 

Zharged (Credited) to Nonoperating 
Income (net) : 
Current 
De fer red 
Deferred Investment Tax Credits 

Total 

Total Federal Income Taxes as Reported 

$10,425 
660 

( 1 , 2 1 9 )  

( 7 9 4 )  ( 3 5 9 )  
( 3 6 0 )  8 1  

$ 9 ,785  $ 9,4 i s  - Order Dated April i2, I999 
------ IE=EPP Item No. 3s ------ 

The following is a reconciliation of the difference between the amount of federal income 
taxes computed by multiplying-book income before federal income taxes by the statutory tz 
rate, and the amount of federal income taxes reported. 
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Name of Respondent This Report Is: Date of Report 
KENTUCKY POWER COMPANY (Mo. Da. Yr) (1) [111 An Original 

(2) 17 A Resubmission 04/30/1999 

Net Income 
Federal Income Taxes 

Year of Report 

Dec. 31, 1998 - 

Pre-tax Book Income 

Federal Income Taxes on Pre-tax Book 
Income at Statutory Rate ( 3 5 % )  

Taxes Resulting From the 
Increase (Decrease) in Federal Income 

Following Items: 
Depreciation 
Removal Costs 
Allowance For Funds Used During 

Percentage Repair Allowance 
Corporate Owned Life Insurance 
Investment Tax Credits (net) 
Other 

Construction 

Total Federal Income Taxes as Reported 

$11 ,011  $10 ,556  

Effective Federal Income Tax Rate 31.1% 3 1 . 2 %  

The following tables show the elements of the net deferred tax li 
significanc temporary differences giving rise to it: 

December 31, 
----------- 

1998  1997 
---- ---- 

(in thousands) 

leferred Tax Assets $ 31,453 S 34,276 
3eferred Tax Liabilities ( 1 9 0 , 1 5 9 )  ( 1 8 8 , 2 2 1 )  

- - - - - - - ------- 
Net Deferred Tax Liabilities $ ( 1 5 8 , 7 0 6 )  $ ( 1 5 3 , 9 4 5 )  

------- ------- 
Property Related Temporary 
Differences S ( 1 1 2 , 2 4 6 )  $ ( 1 0 8 , 8 5 0 )  

Amounts Due From Customers For 
Future Federal Income Taxes ( 1 8 , 7 5 9 )  ( 1 8 , 3 2 0 )  

Deferred State Income Taxes ( 3 1 , 4 6 0 )  ( 3 1 , 5 6 1 )  

Other (net) 3,759 4 , 7 8 6  
- .. ---- --- .. _-_---- 

bility and the 

Attachment 
Page 46 of 210 
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Net Deferred Tax Liabilities $ ( 1 5 8 , 7 0 6 )  

KPCo joins in the filing of a consolidated federal income tax return with its affiliates 
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Name or Kesponaent 
KENTUCKY POWER COMPANY (1) An Original 

(2) A Resubmission I 
1 This Report-IC I DateofReport I Y ear of Report 

(Mo, Da. Yr) 
Dec. 31, 1998 04/30/1999 - 

I 1 I 

NOTES TO FINANCIAL STATEMENTS (continued) 

in the AEP System. The allocation of the AEP System's current consolidated federal income 
tax to the System companies is in accordance with SEC rules under the 1 9 3 5  Act. These 
rules permit the allocation of the benefit of current tax losses to the System companies 
giving rise to them in determining their current tax expense. The tax loss of the System 
parent company, AEP Co., Inc. is allocated to its subsidiaries with taxable income. With 
the exception of the loss of the parent company, the method of allocation approximates a 
separate return result for each company in the consolidated group. 

The AEP System has settled with the IRS all issues from the audits of the consolidated 
federal income tax returns f o r  the years prior to 1991 .  Returns for the years 1 9 9 1  
through 1 9 9 6  are presently being audited by the IRS. With the exception of the 
deductibility of interest deductions related to AEP's corporate owned life insurance 
?rogram, which is discussed under the heading, Litigation, in Note 2, management is not 
3ware of any issues for open tax years that upon final resolution are expected to have a 
naterial adverse effect on results of operations. 

3 .  COMMON SHAREHOLDER'S EQUITY: 

rhe Company received from AEP Co., Inc. cash capital contributions of $20 million in 1998  
and $ 2 0  million in 1 9 9 7  which were credited to paid-in capital. There were no other 
transactions affecting common stock and paid-in capital accounts in 1 9 9 8  and 1 9 9 7 .  
10. LONG-TERM DEBT AND LINES OF CREDIT: 

Long-term debt by major category was outstanding as follows: 

December 31, 
1998  1997  
(in thousands) 

First Mortgage Bonds $ 1 7 7 , 3 1 3  $179,410. . ,  . 
SerAor Unsecured Notes 1 1 , 5 5 3  47,708 '. 

Notes Payable 1 5 , 0 0 0  75,000 
Junior Debentures 38,972 38 , 933  

368,838 3 4 1 , 0 5 1  
Less Portion Due Within One Year 60,000 - 

Total $308 ,838  $ 3 4 1 , 0 5 1  

Attachment 
Page 47 of 210 

KPSC Case No. 99- 149 
TC ( I  st Set) 

First Mortgage Bonds 

% Rate Due 
7 . 2 0  1 9 9 9  - December 1 
8 . 9 5  2001 - May 10 
8 . 9 0  2 0 0 1  - May 2 1  

6 . 7 0  2 0 0 3  - June 1 
6 . 7 0  2 0 0 3  - June 1 
7 . 9 0  2 0 2 3  - June 1 
7 . 9 0  2 0 2 3  - June 1 

outstanding were as follows: 

6 . 6 5  2 0 0 3  - May 1 .- . , 

December 31, 
1998  1 9 9 1  

(in thousands) 

$ 35 ,000  
20,000 
40,000 
1 5 , 0 0 0  , 

15 ,000  
15 ,000 
1 2 , 7 9 7  
25 ,000  

S 35,000 
20,000 
40,000 

" 15 ,000  
1 5 , 0 0 0  
15,000 
15 ,000  
2 5 , 0 0 0  

Order Dated April 22, 1999 
Item No. 3s 
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Uame of Respondent --l-TKs-Report Is: I O  ateof Report I Year of Report 

Interest may be deferred and payment of principal and interest on the junior debentures is 
subordinaced and subject in right to the prior payment in full of all senior indebtedness 
of the Company. 

(Mo. Da. Yr) 
Dec.31, 1998 (I) [ZT] An Original 

(2) 0 AResubmission - KENTUCKY POWER COMPANY 

I I I 

NOTES TO FINANCIAL STATEMENTS (continued) 

Jnamortized D-scount ( 4 8 4 )  ( 5 9 0 )  
Total $177 ,313  $179,410 

:ertain first mortgage bond indentures contain maintenance and replacement provisions 
cequiring the deposit of cash or bonds with a trustee or, in lieu thereof, certification 
>f unfunded property additions. 

jenior Unsecured Notes are composed of the following: 

December 31, 
1 9 9 8  1997  
(in thousands) 

i Rate Due 
j . 9 1  2007 - October 1 
j .45  2008  - November 10 
Inamortized Discount 
Total 

$48 ,000  $48,000 
30,000 - 

( 4 4 7 )  ( 2 9 2 )  
$77 ,553  $47,708 

Notes Payable to Banks are composed of the following: 

December 31, 
1998  1997  
(in thousands) 

i Rate Due 
5.42 1 9 9 9  - April 1 
5.57 2 0 0 0  - April 1 
1.445 2002 - September 20 
Total 

$25 ,000  $25 ,000  
25,000 25,000 
25 ,000  25,000 

$75 ,000  $75,000 

Junior debentures are composed of the following: 

December 31, 
1998  1997  
[in thousands) 

b Rate Due 
3 .72  2025  - June 30  
Jnamortized Discount 
Total 

$40,000 $40 ,000  

$38 ,972  $38 ,933  
(1 ,028)  ( 1 , 0 6 7 )  

At December 31, 1998 ,  annual long-term debt payments are as follows: 

1 9 9 9  
2000 
2 0 0 1  

Amount 
I ,  (in thousands) , 

$ 60,000 
25 ,000  
60 ,000  

Attachment 
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Properties under capital leases and related obligations recorded on the Balance Sheet a r  
as ~ollows: 

This R e p o d F -  Date of Report 
(1) An Original (Mo. Da. Yr) 

(2) 0 A Resubmission 04/30/1999 

NOTES TO FINANCIAL STATEMENTS (continued) 

Year of Report 

Dec. 31. 1998 - 

2002 25,000 
2003 45,000 
Later Years 155,797 
Total Principal Amount 370,797 

Unamortized Discount (1,959 
Total $368,838 

Vame Ot Kespondent 
KENTUCKY POWER COMPANY 

Short-term debt borrowings are limited by pro isions o 
Lines of credit are shared with AEP System companies and at December 31, 1998 and 1997 
$ere available in the amounts of $763 million and $ 4 4 2  million, respectively. Facility 
Eees of approximately 1/10 of 1% of the short-term lines of credit are required to 
naintain the lines of credit. Outstanding short-term debt consisted of: 

the 193 

3ecember 31, 1998: 
Notes Payable $ 4,850 
Commercial Paper 15,500 
Total $20,350 

Act to $ 

3ecember 31, 1997: 
Commercial Paper 

50 million 

11. LEASES: 

Balance 
Outstanding 

(in thousands 

$36,500 

Year -end 
Weighted 
Aver age 

Interest Rate 

6.4% 
6.0% 
6.1% 

6.8% 

.eases of property, plant and equipment are f o r  periods of up to 30 years and require 
2ayments of related property taxes, maintenance and operating costs. 
leases have purchase or renewal options and will be renewed or replaced by other leases. 

The majority of the 

Lease rentals f o r  both operating and capital leases are generally charged to operating 
2xpenses in accordance with rate-making treatment. 
f 01 lows : 

The components of rental costs are as 

Year Ended Decem-ber 31, 
1998 1997 

(in thousands) 

Lease Payments on AttaLment 
Operating Leases $ 931 $ 369 page 49 of 210 

KPSC Case No. 99- 149 
TC (1 st Set) 

Order Dated April 22, 1999 
Interest on Capital Leases 1,173 1,548 

$ 5 , 4 5 0  Item No. 3s 

Amortization of Capital Leases 4,265 3,541 

Total Lease Rental Costs - , I '  $6,369 
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lame or Kesponcient This Report Is: Date of Report 

CENTUCKY POWER COMPANY 
(Mo. Da. Yr) (1) a An Original 

(2) 0 A Resubmission 04/30/1999 

:lectric Utility Plant Under Capital Leases: 
Production Plant $ 2,022 s 2,000 
General Plant 2 6 , 7 4 1  24,814 

Total Electric Utility Plant 28,763 26,814 

Net Electric Utility Plant 
Accumulated Amortization 9,786 8,089 

Under Capital Leases $18,977 $18,725 

. .- 
Year of Report 

Dec. 31, 1998 - 

:spital Lease Obligations:* 
Noncurrent Liability $14,957 $15 ,006  
Liability Due Within One Year 4 ,020  3,719 

Total Capital Lease Obligations $18,977 $18,725 

Represents the present value of future minimum lease payments. 

'roperties under operating leases and related obligations are not included in the Balance 
;heet . 

'uture minimum lease payments consisted of the following at December 31, 1 9 9 8 :  

Non-cancelable 
Capital Operating 
Leases Leases 

(in thousands) 

1999 $ 5,147 $212  
2000 4 ,355  1 4 9  
2031 3,607 8 5  
2002 3,096 2 6  
2003 2 ,126  23  
Later Years 4,634 275  
rota1 Future Minimum Lease Payments 22 ,965  $770  
Less Estimated Interest Element 3,988 

Zstimated Present Value of 
Future Minimum Lease Payments $18 ,977  

1 2 .  SUPPLEMENTARY INFORMATION: 

Year Ended December 31, 
1998  

(in thousands) 
Cash was paid for: 

Interest (net of 
capitalized amounts) . ,  $27,857 

Income Taxes 8,607 
Noncash Acquisiticns tinder Capital Leases 4,890 

Attachment 
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. -_ Name ot Responaenl This Re rt Is: Oak of Report Year of Report 
(1) &in Original (Mo. Da. Yr) Dec. 31, 
(2) n A  Resubmission 04/30/1999 KENTUCKY POWER COMPANY 

SUMMARY OF UTILITY PLANT AND ACCUMULATED PROVISIONS 
FOR DEPRECIATION. AMORTIZATION AND DEPLETION 

Classification Total Electric i n e  

5 Plant Purchased or Sold 21 8.671 210.67' 

6 Ccmpleted Construction not Classified 
7 Experimental Plan1 Unclassified 
8 Total (3 thru 7) 996,987,073 996.987.07: 

9 Leased to Others 
10 Held for Future Use 6,862,819 6,862.81' 
11 Construction Work in Progress 30,075,995 30.075.99 

1 

30 I Total Held for Future Use (28 8 29) 
~~ ~~ 

3qAbandonment of Leases (NaturalGas) 

32 Awrt of Plant Acquisition Adj 
33 Total Auxlm Prov (equals 14) (22.26.30.31.32) 

30 Total Held for Future Use (28 8 29) 
31 Abandonment of Leases (Natural Gas) I 
32 Awrt of Plant Acquisition Adj 
33 Total Auxlm Prov (equals 14) (22.26.30.31.32) 305,760,506 305,760,506 

Attachment 
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Name 01 nesponoent 
KENTUCKY POWER COMPANY 

I Ills Ke 01; 13. U&2 01 Kept1 I edl "I ,\cpva 6 

( t (Mo. Da. Yr) Dec. 31, 1998 
(2) n A  Resubmission 04/30/1999 

ELECTRI PLANT IN SERVICE (Account 101, 102. 103 and 106) 

d~ original 

1. Report below the original cost of electric plant in service according to h e  prescribed accounts. 
2. In addition lo Accounl 101, Electric Plant in Service (Classified). this page and the next indude Account 102. Electric Plant Purchased 01 sold: 
Account 103. Experimental Electric Plant Undassified; and Account 106. Completed Construction Not Classified-Electric. 
3. Include in cdumn (c) or (d). as appropria:e, corrections of additions and retirements for the current or preceding year. 
4. Endose in parentheses credit adjustments of plant accounts to indicate the negative effed of such acawnts. 
5. Classify Account 106 according to prescribed accounts, on an estimated basis if necessary, and include the entries in column (c). AJSO IO be included 
in cdumn (c) are entries for reversals of tentative distributions of prior year r~potied in mlumn (b). Likewise. if Ute respondent has a significant amount 
of plant retirements f i i c h  have not been dassified to primary accounts at the end of the year, indude in column (d) a tentative distribution Of Such 
retirements. on an estimated basis, with appropriate conlra entry to the account for accumulated depreciation prwision. lndude also in d u m n  (d) 
reversals of tentative distributions of prior year of undassified r~tirements. Show in a footnote the account distributions of these tentative dassifications 
in cdumns (c) and (d). including the reversals of the prior yean tentative account distributions of these amounts. Careful observance Of the above 
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Name of Respondent 
KENTUCKY POWER COMPANY 

Year of Repod 
Dec.31. 1998 

This Re ri Is: Date of Report 
(1) &in Original 
(2) n A  Resubmission 04/30/1999 

(Mo. Da. Yr) 

. Retirements Adjustments Tansfen Balance at 
End Year 

0 (d) (e) t) 
F I I I 

1,076.545 
54,548 ~,075.673 9 

901.600 15,123 145.499.088 10 
I 11 

Line 
No. 

1 
2 

I 

33 
34 
35 
36 

46,465 
592,649 
639.114 

FERC FORM NO. 1 (ED. 12-95) 
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3 
4 

5 
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KENTUCKY POWER COMPANY 

I <e* V. .SLY., . I nis ne on IS: 
(1) d~n Original (Mo. Da. Yr) Dec. 31, 1998 
(2) n A Resubmission 04/30/1999 

IT IN SERVICE (Acmunt 101.102.103 and 106) (Continued) 
Additions 

uaie 01 napu L 

alance 
BeginBing of Year ,.. 

I I I 

Attachment 
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Name of Respondent 

KENTUCKY POWER COMPANY 
Thts Re orl Is. Date of Report Year of Re@ 
(1) dh Onginal 
(2) n A  Resubmission 04/30/1999 

Dec. 31, (Mo. Da. Yr) 

Adjustments Transfers Re6rements 

(d) (e) (9 

Attachment 

Balance at Line 
End r f  Year No. 

40 

FERC FORM NO. I (ED. 12-95) 

1,170,199 
8,896,189 

Page 207 

40.505.006 83 
977,856,491 84 

21 0.67 1 85 
86 

Page 56 of 210 
KPSC Case No. 99- I49 

TC ( 1 st Set) 

8.896.1 89 

. - -  

Order Dated April 22, 1999 
l a m  No. 3s 

87 
- . .  978.075.162 88 



Name of Respondent This Re rt Is: 

KENTUCKY POWER COMPANY (1) &Original 
(2) I l A  Resubmission . .  I I 

ELECTRIC PLANT HELD FOR FUTURE USE (Account 105) 
1. Report separately each pIoperty held for future use at end of the year having an original cos1 of $250,000 or more. G w P  Other items Of m r t y  held 
for future use. 
2. For property having an Miginal cost of $250,000 or more previously used in utility operations, now held for future use, give in cdumn (a). in addition 10 

Dale of Report 
(Mo. Da, Yr) 
04/30/1999 

Year of Report 

Dec. 31, 

Date n inally lnduded Date x cted to be used 
7n G i t y  Service 

Descnption and Locabon 
OfPro rty i:Tftis Account 1 tine 

No. 
(a? (b) (C) 

1 1 Land and Rights: 
2 4 ITEMS OF PROPERTY HELD FOR FUTURE USE (EACH ITEM I 
3 WITH AN ORIGINAL COST LESS THAN 5150,000). 

Page 214 Attachment 
Page 5 1  of 210 

TC ( I  st Set) 

FERC FORM NO. 1 (ED. 12-96) 

KPSC C a ~ e  NO. 99- 149 

1) 

Balance a1 
End of Year 

(d) 

84.464 

Order Dated April 22, I999 
Item No. 3s 



Name ot Hesponaenl I ncs K uaie 01 Hepon 
KENTUCKY POWER COMPANY (Mo. Da. Yr) 

04f3Ot1999 
I (1) r 2 o r i g i n a l  

(2) n AResubmission 

Year 01 Kewn 

Oec.31. 2 

Line 
No. 

1 

I I 

18 I l 

 obi amount charged for the year 
a) (b) 

Desaiption of ovehead 

1. Kinds of Ovehead 

. I 1 

3 
4 
s 
6 
7 

8 

9 

46 TOTAL 10,905,390 i 
____-^ 

Attachment 
Page58of 210 

KPSC Case No. 99- 149 
TC(lst Set) 

Order Dated April 22, 1999 
Item No. 3s 

_- 
FERC FORM NO. 1 (ED. 12-89) Page 217 

( A ) Fossil I Hydro Geneiatim Canstruction 795,860 

( B ) Transmission and Station Canstrudion 4,241,369 

( C ) Energy Disbibution Consbuction 5.537.430 

( D ) Plant CaDital Overheads 330,731 

10 

11 

12 

13 
14 

I 



hame 01 Hesponaeni ;$Is He&n Is: Date 01 Kepon 
KENTUCKY POWER COMPANY n Original (Mo. Da, Yr) 

(2) n A  Resubmission 04l3OJ1999 

1. Report below descriptions and balances at end of year of projects in process of &struction (107) 
2. Show items relating to 'research. development. and demonstration' projects last. under a caption Research. Development. and Demonstrating (see 
brcmunt 107 of the Unifonn System of Accounts) 
3. Minor projects (5% of Vle Balance End of the Year for Account 107 or $iOO.OOO. Aichever is less) may be grouped. 

year 01 rtepofl 
Dec. 31, z 9 5  

Description of Project Construction work in progress - 
Electric (Account 107) 

(a) 
Distributicn Blanket 

Public Project Blanket 

Distribution Customer Service Blanket 
I ' Transmission Blanket 

1 General Plant Blanket 

Big Sandy Flyash Retention Dam Extension 

Big Sandy-Inez Prqecl - R/W for Inez-Johns Creek 138KV Line 

Big Sandy-Inez Project - Inez-Johns Creek 138KV Line 

Big Sandy-Inez Pmjeu - Inez 138KV Station 

Prestonburg Area Improvements 

Production Blanket 

Transmission PuMic Pmjeds Relocation Blanket 

Olivehill-tiayward 12KV Distribution Line Improvements 

Beaver CreekJohns Creek 1 W  Line 

John's Creek-SpriW 138KV Line 

Supervisory Cootrd Installation 
CaDitalize CunDuter Software Costs 

29 I I 
30 I 

(b) 
3,886,066 

243,609 

5,052.367 

1.907.318 

607.495 

1.984.439 

7.01 0,957 

904,687 

275.396 

1.370.282 

184,110 

102,488 

683.017 

777.485 

1,850.472 

109,561 

1.233.620 

34 

35 

36 

37 

38 
39 

40 

41 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

I . I 1,092,626 Minor Projects Less Than flOO.OW 

FERC FORM NO. I (ED. 12-87) Page 216 

43 

~ ~~ 

KPSC CasgNo. 99- 149 
TC ( I  st Set) 

30.075.99SJ - TOTAL 

Order Dated April 22, I999 
Item No. 3s 



e 

e- 

Attachment - _ ' '  
.._ .- 

Name 01 Responaent $is R 8 f l  is: Date of Report 
An Original (Mo. Da. Yr) KENTUCKY P O M R  COMPANY 

'SEE FOOTNOTE 

Year 01 Kepon 
Dec.31. 1998 - 

. 

(2) n A  Resubmission 

COMPUTATION OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION RATES 

04/30/1999 

Progress Balance 

- 

. _  - - - - _  

FERC FORM NO. 1 (ED. 12-88) Page 218 Page 60 of 210 
KPSC Case NL. 99- 149 

TC (1  st Set) 
Order Dated April 22, 1999 

Item No. 3s 



Dale of Report 
(Mo. Da. Yr) 

. - - ~ _ _ _  
This Re rtls: 
(1) & Original ame of Respondent 

Fossil/Hydro Generation Construction Overheads applicable 
to steam plant construction. 

Year of Report 
Dec.31. 1998 

(a) Charges represent salaries and expenses of the Company's 
engineering and supervision applicable to ateam plmt 
construction. Also included are engineering services 
performed by the Engineering Department of American 
Electric Power Service Corporation (AEPSC) applicable 
to steam plant construction. 

ENTUCKY POWER COMPANY (2) n A Resubmission 

Company charges are capitalized based on work studies 
and daily time records. 
of a service agreement between AEPSC and the respondent. 
approved by the Securities & Exchange Cannnissian 
February 19, 1981, salaries, expenses and overheads of 
AEPSC personnel directly relating to construction 
activities are collected by means of a work order system 
and billed to the respondent as: 

In accordance with provisions 

04/30/1999 

(11 Identifiable costs. generally relating to major 
construction projects, for v G c h  time keeping and 
other specific cost identification are economically 
feasible, and 

Page 
dumber 
(a) 

(2) Non-identifiable costs, generally relating to 
numerous small construction projects, for which 
time keeping and other specific cost identification 
are not econcmically feasible. 

Item (row) Column 
Number Number 

(b) (C) 

Company charges are spread to all applicable construction 
projects in proportion to the direct costs charged to 
such projects. Charges billed by AEPSC as (b) (1) above 
are charged direct by respondent to the applicable 
specific construction projects. Charges billed by AEPSC 
as (b) (2) above are allocated to all applicable con- 
struction projects in proportion to the direct costs 
charged to such projects. 

A uniform rate is applied to all subject construction 
expenditures. 

Not Applicable. See (d) above 

See (c) above. 

Attachment 
Pa& 6-i of 2 1 o 

KPSC Case No. 99-149 
TC ( I  st Set) 

. Transmission and Station Construction Overheads applicable 
to all transmission plant and to distribution station 
construct ion. 

Order Dated April 22, 1999 
Item No. 3s (a;  .':\a.,Jes represent salaries and expenses of the Company's 

administratlve and general, engineerlng, supervision and 

FERC FORM NO. 1 (ED. 12-87) Page 450 



4B 

e- 

dame oi KeSponOent I nis ne on IS. uaie 01 Kepon 
CNTUCKY POWER C O M P A N Y  (1) dh Onginal 

(2) n A  Resubmission 04/30/1999 
(Mo. Da. Yr) 

I ear 01 n r p u  t 
Dec.31. Igga 

Description Additions 

Page 
Number 

(a) 

Original Cost of Facilities 232,779 

Item (row) C d u m n  
Number Number 

(b) (C) 

Accumulated Provision for Depreciation (14.1081 

Total Line 85, Column (Cl 218,671 
PPI=PPPPSPPES 

Attachment 
Page 62 of 210 . 

KPSC Case 99- 149 
r;le.c,st Set) 

Order Dated April 22, 1999 
Item No. 3s 

T R C  FORM NO. 1 (ED. 12-87) Page 450 



a 

e -  

iame 01 nesponaeni 

ENTUCKY POWER COMPANY 
i nis me on IS 
(1) d m  Original 
(2) n A  Resubmission I 04/30/1999 I - 

related drafting and technical work applicable to all 
transmission plant and to distribution station construc- 
tion. 
by the Engineering Department of American Electric Power 
Service Corporation (AEPsc) applicable to all trans- 
mission plant and to distribution station construction. 

Also included are engineering services performed 

Page Item (row) 
Number Number 

(b) Company charges are capitalized based on work studies 
and daily time records. 
of a service agreement between AEPSC and the respondent, 
approved by the Securities & Exchange Commission 
February 19, 1981, salaries, expenses and overheads of 
AEPSC personnel directly relating to construction 
activities are collected by means of a work order 
system and billed to the reapondent as: 

In accordance with provisions 

Column 
Number 

(1) Identifiable costs, generally relating to major 
construction projects, for which time keeping and 
other specific cost identification are econaaically 
feasible, and 

( 2 )  Non-identifiable costs, generally relating to 
numerous small construction projects. for which 
time keeping and other specific cost identification 
are not economically feasiblg. 

(c) Company charges are spread to all applicable COnstXUCtiOn 
projects in proportion to the direct costs charged to 
such projects. Charges billed by AEPSC as (b) (1) above 
are charged direct by respondent to the applicable 
specific construction projects. Charges billed by AEPSC 
as (b) ( 2 )  above are allocated to all applicable con- 
struction projects in proportion to the direct costs 
charged to such project8. 

(d) A uniform rate is applied to all subject construction 
expenditures. 

(e) Not Applicable. See (d) above. 

(f) See IC) above. 

. Energy Distribution Construction Overheads applicable to all 
distribution plant construction except for distribution 
station construction. 

(a) Charges represent salaries and expenses of the Canpany's 
administrative and general, engineering, supervision and 
related drafting and technical work applicable to all 
distribution plant construction except for distribution 
station construction. Also incLuded are engineering ,~ 

services performed by the Engineering Department of 
American Electric Power Service Corporation (AEPSC) 
applicable to all distribution plant construction 

Attachment 
Page 63 of 210 

KPSC Case No. 99- 149 
TC (1  st Set) 

Order Dated April 22. I999 
' Item No. 3s 

FERC FORM NO. 1 (ED. 12-87) Page 450.1 



e 

. -- 
e 

Dale of Report 
(Mo. Da. Yr) 

This Re rt Is: 
(1) &in Original 

ame of Respondent Year of Repor( 
Oec.31. lgg8 

except for distribution station construction. 

ENTUCKY POWER COMPANY 

(b) Company charges are capitalized based on work studies 
and daily time records. In accordance with provisions 
of a aervice agreement between AEPSC and the respon- 
dent, approved by the Securities h Exchange Commission 
February 19, 1981, salaries, expenses and overheads of 
AEPSC personnel directly relating to construction 
activities are collected by means of a work order 
system and billed to the respondent as: 

(2) n A  Resubmission 04/30/1999 

(1) Identifiable costs, generally relating to major 
construction projects, for which time keeping and 
other specific cost identification are economically 
feasible. and 

Page Item (row) 
lumber Number 

( 2 )  Non-identifiable costs, generally relating to 
numerous small construction projects, for which 
time keeping and other specific cost identification 
are not economically feasible. 

Cdumn 
Number 

(c) Canpany charges are epread to all applicable construction 
projects in proportion to the direct costs charged to 
such projects. Charges billed bu AEPSC as (b) (1) above 
are charged direct by respondent to the applicable 
specific construceion projects. Charges billed by AEPSC 
as (b) (2) above are allocated to all applicable con- 
struction projects in proportion to the direct coats 
charged to such projects. 

a .  

(d) A uniform rate is applied to all subject constmction 
expenditures. 

FERC FORM NO. 1 (ED. 12-87) 

(e) Not Applicable. See (d) above. 

(f) See (c) above. 

. Plant Capital Overheads applicable to steam p l a t  
construction. 

(a) Charges representing AEPSC Regional Service Organization 
salaries and expenses applicable to steam plant 
construction. 

(b) AEPSC Regional Service Organization charges a gener- 
ating station specific plant capital overhead work 
order for minor capital projects. 

Attachent 
Page 64 of 2 10 

KPSC Case No. 99-149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3s 

(c) Costs are spread to all applicable construction 
projects in proportion to the-direct costs charged .." 
to such projects. 

A uniform rate is applied to all subject construction (d) 

Page 450.2 



Dare 01 Hewn 
(Mo. Da. Yr) 
04/30/1999 

1998 Dec. 31. - Name 01 Respondent 
KENTUCKY POWER COMPANY 

(e) Not Appl icab le .  See (d)  above. 

This Re rt Is: 
(1) +Jn Original 
(2) n A  Resubmission 

FOOTNOTE DATA 

Page Item (row) Cdurnn 
Number Number Number 

(a) (b) ( C )  

p r o j e c t s .  

( f )  See note  ( c )  above.  

. 

I 

FERC FORM NO. I (ED. 12-87) Page 450.3 Attachment 
Page 65 of 210 

KPSC Case No. 99- 149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3s 



' 1. Explain in a footnote any important adjustments during year. 
2. Explain in a footnote any difference between h e  amount for book cost of plant retired, Line 11. column (c), and hat repofled for 
electric Plant in service. pages 204-207, column 9d), excluding retirements of non-depreciable property. 
3. The provisions of Account 108 in the Uniform System of accounts require that retirements of depreciable plant be recorded when 
such plant is removed from service. If the respondent has a significant amount of plant retired at year end which has not been recorded 
and/or classified to the various resew functional classifications, make preliminary closing entries to tentatively functionalize the book 
Cost of the plant retired. In addition, include all costs included in retirement work in progress at year end in the appropriate functional 
classifications. 
4. Show separately interest credits under a sinking fund or similar method of depreciation accounting. 

25 

26 

4 Other clearing Accounts 

7 Other Aaarnts (Specify): 

General 

TOTAL (Enter Total of lines 18 UIN 25) 305,555,668 305,555,663 

.,_. 

s( I I I I 4 TOTAL Deprec. Rov for Year (Enter Total of I 28,038,044( 28.038.044 

FERC FORM NO. I (ED. 12-88) Page 219 

Attachment 
Page 66 of 210 

KPSC Case No. 99- I49 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 



i;i" '@b 'tjriginal 
(2) n A  Resubmission 

.\-... "_... . "..&,. "_.... .". . 

1. Give a brief description and state the location of Nonutility property induded in Account 121. 
2. Designate With a double asterisk any property which is Leased to another ampany. Slate name of Lessee and whether Lessee is an asseated 
annpany. 
3. Furnish parliarIan (details) concerning sales, purchases, or transfers of Norlutility Property during the Year. 
4. List separately all property previously devoted to public service and give date of transfer to Acmunt 121. Nonutility Property. 
5. Minor Items ( 5% of the Balance at the End of the Year), for Account 121 or $100,000. whichever is Less) may begrouped by (1) previously devoted 
to public service (Line 44). or (2) other Nonutility propefty (Line 45). 

(Mo. Oa. v i )  
Dec. 31, 1998 04/30/1999 

Purchases Sales, 
Transfers: etc. 

Balance of Begining 
of Year 

Line DesuiptionandLocation 
No. 

1 Property Previously Oevoled To Public Service: 
2 Old Betsy Lane Station Site, lnduding Improvements 
3 Floyd County, Kentucky, Transferred 1441 12.616 

(a 1 (b) (C) 

I d  
Old Pikeville Service Building, Pike County 
Transfened 1982 109.391 I 109.39 1 

I I I 

Balance at End 
of Year 

(d) 

12,616 

I 

8 Land Old Pikeville Service Building. Pike County 
9 Transferred 1982 25.773 25.773 

I 
1c 

11 
12 
13 
14 

15 

Land Old Ashland Service Building 
Transferred 199&Portion Sold 1994 42.820 42.820 

Other Non-Utility Property: 
14 Mud ! h e k  Miaowave Site. Floyd County. Kentucky 
14 TIansfemed 1975 2.051 2.051 

L 

41 

42 
43 
44 

45 

46 

Y I J 

19 RIW for Savage BranchSouth Neal 138kV tine, 
20 Boyd Carnly. Kentucky. Transferred 1971 2.225 2.225 

Minor Item Previously Devoted to Public Service 
Minor Items-Other Nonuhlity Property 

TOTAL 973.644 65.413 1,039,057 

22 RM( for 345kV Corridor in Trimble County, 
23 Kentucky, Transferred 1983 330,782 330.782 

? 

Attachment 
Page 67 of 210 

KPSC Case No. 99- I49 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 



This Re f l  Is: Date of R e p i  
(1) &Original (Mo. Da. Yr) 
(2) O A  Resubmission 04/30/1999 

Name of Respondent 
KENTUCKY POWER COMPANY 

I No. 

Year of Reporl 

Dee. 31. 3 

I 

I 

12 

I 19 

Account I ueoanmenr or I Balance 
Beginning of Year I I 

--.I..- 
Fnd nf Year I 'Use Material 

(a) (b) (d ) 

Fuel Stock (Account 151) 10,379,192 7.635.967 

Fuel Stodc Expenses Undistributed (Account 152) 306.130 251.860 

Attachment 
Page 68 of 210 

KPSC Case No. 99- 149 TC (1 st Set) 
. Order Dated April 22, 1999 

Item No. 3s 
* 

... . . . 

FERC FORM NO. 1 (ED. 12-96) Page 227 



e 
-.. 

* F  

Name of Responaent This Re n Is: uaie 01 nepon , COI "4 8 \ S W " l .  

KENTUCKY POWER COMPANY 
(Mo. Da. Yr) (1) 6 Original 

(2) O A  Resubmission 0413ati 999 Dec.31. 2 
Allowances (Accounts 158.1 and 158.2) - 

1. Report below the particulars (details) called for concerning allowances. 
2. Report all acquisitions of allowances at cost. 
3. Report allowances in accordance with a weighted average cost allocation method and other accounting as prescribed by General 
Instruction No. 21 in the Uniform System of Accounts. 
4. Report the allowances transactions by the period they are first eligible for use: the current year's allowances in columns (b)-(c), 
allowances for the three succeeding years in columns (d)-(i), starting with the following year, and allowances for the remaining 
succeeding years in columns &(k). 

36 BalanceBeginning of Year I 
37 Add: Withheld by EPA 
38 Deduct: Returned by EPA 
39 Cost of Sales 

~ ~~~~~~ 

4 4  Net Sales Proceeds (ksoc .  Co.) I I 
44 I Net Sales Proceeds (Other) I I 

I 

I I I I I 46 Losses I 
ERC FORM NO. 1 (ED. 12-95) Page 228 . -  

Attachment 
Page69of  210 

KPSC Case No. 99- I49 
TC ( I  st Set) 

Order Dated April 22, I999 
Item No. 3s 



This Re rt Is: Date of Report Name of Respondent (1) G o l i g i n a ~  (Mo, Da. Yr) Year of Report 

Dec.31. 2 KENTUCKY POWER COMPANY (2) O A  Resubmission 04/30/1999 

I I I J  



Name of Respondent This Re rt Is: 
(1) &Original (Mo. Da. Yr) Dec. 31, W98 

# 5 
635 108,351 

4 408 

KENTUCKY POWER COMPANY (2) n A Resubmission 

APS Co. 4.540 649.472 
Cantor Fitzgerald 530 87,708 

04/30/1999 

Courtney Foos Coal 

Natsource 
Ohio Edison 
Ohio Power 
Peabody Coal 

LGSE 

#;&E 
P S U m  
PSEK: 
vitol 

Number 
(a 

46 
321 
24 

321 
569 
318 

2,171 
1,824 

Number Number 
(b) (C) 

7,147 
45,068 
3,888 

41,055 
0 

47,668 
266,007 
381,945 

223 36.233 
321 47.636 

Wisconsin pub S e n  321 47,790 

228 14 C I 
Footnote Linked. See note on 228,  Row: 1 4 ,  col/item: b 

228 27 b 1 ., 
I 

Detail for ALL OTHERS Line 27, Columns b h c 

# s 
Aquila 954 103,543 I Cantor Fitzgerald 1,441 146,533 

. _  

Cinergy 636 66.222 
642 61.137 

LGhE 321 31,140 
Orange h Rockland 15 1.486 
Phihro, Inc. 642 62,280 
Potomac Electric 165 17,913 

798 80,235 
318 32,179 

Rochester G h E 63 6,559 
Southern Company 635 68.674 
SCEM 159 17,262 
Texas Utilities 159 17,195 
Vitol 635 69,351 

228 27 C I 
Footnote Linked. See nore on 228 .  Row: 27 .  col/item: b 

~ ~~~~ 

- c  

Attachment 
Page71 of 210 

K PSC Case No. 99- I49 
TC ( 1 st Set) 

FERC FORM NO. I (ED. 12-87) Page 450 

Order Dated April 22, 1999 
Item No. 3s 



BLANK PAGE 
(Next Page is 232) 

. 

.__ . 

Attachment 
Page 72 of 210 

KPSC Case No. 99- 149 
TC ( 1  st Set) 

Order Dated April 22, I999 
Item No. 3s 



kame 01 Hesponoent 
KENTUCKY POWER COMPANY 

I nis Ke on Is: 
(1) dh Original 
(2) n A  Resubmission 04/30/1999 

Dale of Report 
(Mo. Da. Yr) 

.-. actions of regulatory agencies (and not includable in other accounts) 
2. For regulatory assets being amortized. show period of amortization in co!umn (a) 

or items (5% of the Balance at End of Year for Account 182.3 or amounts less than $50,000, whichever is less) may be grouped 

Year of Hewn 
Dec. 31, 1998 

e 

39 
40 
41 
42 

43 

44 

. .. , 

106,643,414 30,213,780 38,462,720 TOTAL 

hem No. 3s 



. . . __ __  -. - 
Name of Respondent 
KEWUCKY POWER COMPANY 

2. For any deferred debit being amortized, show period of amortization in column (a) 
3. Minor item (lob of the Balance at End of Year for Account 186 or amounts less than $50,000, whichever is less) may be grouped by 
classes. 

I.. . 

Attachment 

FERC FORM NO. I (ED. 12-94] Page 233 
Page74of 210 

KPSC Case No. 99- 149 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 



.0.,,6 "I ,\S=.~"""C"L 

(ENTUCKY POWER COMPANY 

Year of Report '.' 
Dee. 31, 1998 - I uaie 01 Kepofl 

(Mo. Da, Yr) I (2) 17 A Resubmission I 04/30/1999 

I 111s nrpoil IS. 
(1) U h O n g i M l  

I 

ALL b (Account 190) 

. Report the information called for below concerning the respondent's accounting for deferred income taxes. 

. At Other (Speafy). indude deferrals relating to other income and deductions. 

Beginning Of Year End Of Year 

Bk mort DUmont Test Ctr - Norm 
Provision For Workers' Comp Costs 
Customer Advances 
Accrued Book Sup. Savings Plan Exp. 
Accrued PSI Plan Expense 
Provision For Uncollectible Accounts 
Deferred Compensation 
Book Loss Prov. - Plant MSS 
Accrued Companywide Incentive Plan 
Accrued Vacation Pay 
Management Incentive Bonus 
Accrued Bk. Severance Benefits 
Bk. Amoft - Demand Side Management 
Accrued Asbestos Lawsuit 
Tax > Book Basis - EMA 
Defd Bk Gain - Interco Sale - EMA 
Advance Rental Income 
Capitalized Software Costs - Tax 
SFAS 106 - Post Retirement Benefit 
IRS Audit Settlements 

TOTAL - Line 7 

3,276 
246.277 
-4,928 

442 
64,050 
184,389 
41,564 
128,348 
287,003 
913,933 

0 
30,364 
30,654 
35,111 

0 
6,577 

0 
487,010 
410,633 

i8,egg 

3,170 
0 

-3,937 
442 
0 

297,813 
37,413 
128,348 
67,624 

750,111 
<20,348> 
494,722 

<127,949> 
30,654 
45,680 
<17,044> 

336 
23,713 
686,767 * 
341,353 

< Page 234 Line 17 Column B 6 C >- 
Non-Utility Items - 88,604 448,629 

SFAS 109 Regulatory Asset - 23,688,967 21,462,679 

21,911,308 

Account 190.2 

Account 190.3 6 190.4 
TOTAL - Line 17 23,177 I 571 

========== ========== 

FERC FORM NO. I (ED. 12-88) Page 234 Attachment 
Page75of 210 

KPSC Case No. 99- 149 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 



BLANK PAGE 
(Next Page is 250) 

. 

Attachment 
Page 76 of 210 

KPSC Case No. 99- 149 
TC ( I  st Set) 

Order Dated April 22, 1999 . 
Item No. 3s 

@ ... 



Name 01 Respondent 
KENTUCKY POWER COMPANY I KENTUCKY POWER COMPANY n Original (Mo, Da. Yr) Dec. 31. E 

(2) n A  Resubmission 04/30/1999 
(ICs M&r7 Is: 
(2) n A  Resubmission 

n Original 

FERC FORM NO. 1 (ED. 12-91) 

uaie 01 nepon 

04/30/1999 

I e41 UI nswi L 
(Mo, Da. Yr) Dec. 31. E 

Page 250 

--. 

Attachment 

1. Report below the particulars (details) called for concerning common and preferred stock at end of year, distinguishing separate 
Series Of any general class. Show separate totals for common and preferred stock. If information to meet the stock exchange reporting 
requirement outlined in column (a) is available from the SEC 10-K Report Form filing, a specific reference to repart form &e., Year and 
company title) may be reported in column (a) provided the fiscal years for both the 10-K report and this report are compatible. 
2. Entries in mlumn (b) should represent the number of shares authorized by the articles of incorporation as amended to end Of Year. 

Par or Stated Call Price at tine Class and Series of Stoclc and Number of shares 
No. Name of Stock Series Authorized by Charter Value per share End of Year 

Page 77 of 210 
KPSC Case No. 99-149 

TC ( I  st Set) 
Order Dated April 22, 1999 

Item No. 3s 



Name of Respondent 

KENTUCKY POWER COMPANY 

which have not yet been issued. 

non-cumulative. 

Attachment 
page 78 of 210 

KPSC Case NO. 99- J 49 
TC ( 1 st set) 

Order Dated April 22, 1999 
Item NO. 3s 
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Name ot Hesponaent 
KENTUCKY POWER COMPANY I u 

(2) n A Resubmission 

I nls He on IS: 
(1) & ~ n  Original Dec. 31, 1998 

04/30/1999 

Date ot Report 
(Mo. Da. Yr) 

w 
1 Account 208 - Donations Received From Stodthdden 
2 

3 Contributions by Parent Company 
4 

5 Prior to 1998 
6 

Year 01 K e W  I 

Tt 

128.750.000 

Y 

9 
10 

Cash Conbibution in 1998 1o.o0O.o0o 

- I 

7 1 Cash Contribution in 1998 1 lO.Ooo.000 
I l l  

13 
14 

15 
16 
4 - l  

Accaunt209 - Reduction in Par or Stated Valueaf Capital Stodc 

Account 210 - Gain on Resale or Cancellation of Reacquired Capital Sto 

.. I 
12(SUBTOTAL 148,750.000 

__.. 
I, 

18 Accoont 211 - Miscellaneous Paid-In Capital 
19 

21 
22 
23 
24 

25 

26 

27 
28 
29 

30 
31 
32 

33 
34 

35 
36 

37 
38 
39 

. 

I 401TOTAL I I I 

Page 253 Attachment 
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TC ( I  st Set) 
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FERC FORM NO. 1 (ED. 12-87) 

Item No. 3s 



BLANK PAGE 
(Next Page is 256) 

. 
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-. 

Name 01 Hesponaent 

KENTUCKY POWER COMPANY 

m 

7:;s K T  IS. 

(2) n A  Resubmission 04/30/1999 

uaie 01 neporc 
Dec. 31, 1998 An Onginal (Mo. Da. yr) 

Prindpal Amount 
01 Debt &ued 

@) 

Line 
No. 

Class and Series of OMiCon. Coupon Rate 
(For new issue, give commissii Authorization numbers and dates) 

Total expense. 
Premium or Discount 

(C) 

Prindpal Amount 
01 Debt &ued 

Line 
No. 

Class and Series of OMiCon. Coupon Rate 
(For new issue, give commissii Authorization numbers and dates) 

Total expense. 
Premium or Discount 

(a) 
1 

2 
3 First Mortgage Bonds 8.90% Series 
4 

First Mcitgage Bonds 8.95% Series 20.000.000 

40,000,000 

I I 

13 I First Mortgage Bonds 7.90% Series 25.000.0001 80.188 I 
1Al I 187.500 C 

78.933 
125.000 C 
157.870 
250.000 c 

I I ~ .. 
151 First Mortgage Bonds 6.70% Series 15.000.000( 48.113 I 
161 I 93.750 c 

I . .  I 

1 

2 
3 First Mortgage Bonds 8.90% Series 
4 

First Mcitgage Bonds 8.95% Series 20.000.000 

40,000,000 

78.933 
125.000 C 
157.870 
250.000 c 

(a) @) (C) 

5 First Mortgage Bonds 7.20% Series 
6 . 
7 First Mortgage Bonds 6.65% Series 
8 
9 First Mortgage Bonds 6.70% Series 

10 
11 First Mortgage Bonds 7.90% Series 
12 

I ~. . 
35.000.000 263,125 

210.000 t 

93,750 0 

93.750 c 

112.500 c 

15,000.000 78.937 

15,000,000 48.113 

15.000.000 48.113 

27 
28 

29 
30 
31 
32 

33 

T e n  Loan Societe Genetale 7.445% 
Medium Term Notes - 6.91% Series 

Medium Term Notes - 6.45% Series 

Registration Statement No. 333-35767 dated 9-23-97) 

25.000.000 
48.000.000 113,066 

300,000 D 
70,666 

30.000.000 187.500 0 (KY PSC Order 97454 and - I. 

TOTAL 373,000.000 3,994,106 



-. 

.. 
Name of Respondent This Re r i  Is: Date of Report 

(1) &Original (Mo. Da. Yr) KENTUCKY POWER COMPANY 

Year of Report 
Dec. 31. 1998 

(2) n A Resubmission 04/30/1999 

I I I I 1 I I '  

u n in 
(Total at!d"nt%tskn%ng without 

reducbtin for amounts held by 
Interest for Year 

Amount 

AMORTIZATION PERIOD 

of Issue Maturity Date Fnnn Date To 
Nominal Date Oateof . 

respcndent) 0)  (d) (e) (9 (9) 
w10/91 OY10101 OYl0/91 05/1Om1 20,000.000 1.790.004 

1 

I I I I I 

I I I I I 32 

-- 
11/09/98 ~11/10/08 I11/09/98 -"~~11/10/08 I 30.000.000( 274,1251 31 

tine 
N ~ ,  

' 

I I I I I 

1 

Oy20/91 

12/01/92 

m FERC FORM NO. I (ED. 12-96) 

I 

ow im i  oy20/91 m i m i  40.000.000 3,560,004 : 

12/01/99 12/01/92 12/01/99 35.000.000 2.520.000 ! 
I I  

Page 257 Attachment 
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Name of Respondent This Re rt Is: Date of Report 
KENTUCKY POWER COMPANY (1) &in Original (Mo. Da. Yr) 

(2) n A Resubmission 04/30/1999 

1. R e m  the reconciliation of reported net i n m  for the year with taxable i n m  used in computing Federal i n m  ?ax acauals and show 
QwnPUtatioO Of Such tax acauals. lndude in the reconciliation. as far as pncticable, the same detail as furnished on SchedUle M-1 Of the tax return for 

Year. Submit a reconciliation even though there is no taxable income for the year. Indicate dearly the nature of each reconding amount. 
2. If the Utility IS a member of a group which files a consolidated Federal tax return, reconcile reported net income with taxable net income a5 if a 
Separate return were to be field, indicating, however, intercompany amounts to be eliminated in such a consolidated return. state names Of 

member. tax assigned to each group member, and basis of allocation, assignment. or sharing of the msolidated tax among the group members. 
3. A substitute page, designed to meet a particular need of a company, may be used as Long as the data is consistent and meets the requirements Of 
the above instnrctions. For electronic reporting purposes complete Line 27 and provide the substitute Page in the Context Of a foOtnOte. 

Year 01 Kepon 
Oec.31. 1998 

[ AmOunt Particulars (Details) .L I 

26 
27 
28 

Lne Particulars (Details) AmOunt 
No. 

1 Net lnwme for the Year (Page 11 7) 
2 
3 
4 Taxable Income Not R e m  on Books 

21,675.855 

Federal Tax Net l n m  
Show Computation of Tax: 

24.751 -497 

81 
9 b u c t i w  Racorded on Books Not Deducted for Return 

TC ( I  st Set) 
Order Dated April 22, 1999 

Item No. 3s 

11 
12 
1- 
1J 1 
14 b n m  Recorded on Books Not lnduded in Return 

16 
17 
18 
19 Deducbons on Return Not C h a w  Against Book Income 

21 
22 
23 
24 

29 
30 
31 
32 
33 
34 

35 
36 
37 
38 
39 
40 
41 

42 
43 

-.,. . 



e ..... -.. 
.... 

_-__- 
Thls Re r t  Is Date of Report 
(1) &in Onginal (Mo. Da. Yr) 

dame of Respondent 
CEMUCKY POWER COMPANY 

Year 01 Report 
Dec. 31. 1gg8 

(2) 0 A Resubmission 

ncaue For Year (Page 1 1 7 )  , 

otal Federal Incane Taxes 

04/30/1999 

KENTUCKY POWER COMPANY 

Number 
(a) 

S 2 1 . 6 7 5 . 8 5 5  

9 , 7 8 4 , 8 6 0  

Number Number 
(b) (C) 

re-Tax Book Income 
ncrease (Decrease) In Taxable Incane Resulting From: 

Allowance For Funds Used During Construction & 

Miscellaneous Items Capitalized On The Books 
But Deducted For Tax Purposes 

Excess Of Tax Over Book Depreciation 
Removal Cost 
Deferred Fuel 
Charges TO Clearing Accounts (Net) 
Reserve For Self Insurance (Net) 
Uncollectible Accounts (Net) 
Deferred Compensation (Net) 
Uncollectible Accounts (Net) - 0. I. D. 
Vacation Pay (Net) 
Accrued Mgt. Incentive Bonus 
Accrued Canpanywide Incentive Plan - 
Accrued Severance Benefits 
Provision For Trading Credit Risk 
Pension Trust Expense 
Demand Side Management 
Advance Rental (Net) 
Interest Payment To IRS 
Excess Tax Versus Book Gain 
Emission Allowances (Net) 
Loss On Reacquired Debt (Net) 
Non Deductible Meals, Lobbying, Travel, & Memberships (Net) 
Corporate Owned Life Insurance 
Post Retirement Benefits 
Capitalized Software Costs 
Amort IRS Settlements 

3 1 , 4 6 0 . 7 1 5  

2 4 6 , 6 0 9  

( 2 , 3 6 1 , 1 1 0 )  

( 2 , 4 0 0 , 0 0 0 )  

( 4 4 8 , 7 6 0 )  

7 7 . 7 0 9  

( 1 , 4 2 5 , 6 9 7 )  

3 2 5 , 8 5 6  

( 3 6 , 7 2 6 )  

( 3 . 4 0 8 )  

( 7 5 , 7 5 3 )  

( 5 2 , 5 0 3 )  

( 6 2 6 , 7 9 7 )  

1 . 4 1 3 . 4 9 0  

4 4 . 5 5 0  

3 2 2 , 2 8 3  

( 4 5 2 , 3 2 0 )  

( 1 7 , 8 3 0 )  

( 9 3 6 , 6 8 5 )  

1 , 3 4 7 , 5 3 5  

( 1 , 1 7 4 , 8 3 2 )  

1 3 6 , 1 6 4  

2 2 0 , 4 9 9  

( 3 6 3 , 3 7 5 )  

1 ,005 ,056  

( 1 , 3 3 3 , 9 5 2 )  

( 1 1 9 , 4 2 1 )  

'ederal Tax Net Income - Estimated Current Year Taxable Income 

;how Computation Of Tax: 
Federal Income Tax on Current Taxable Income (Separate 
Return Basis) At The Statutory Rate Of 35% 

bdjustment Due To System Consolidation (A) 

2 4 , 1 5 1 , 4 9 7  

8 , 6 6 3 , 0 2 4  

( 1 6 8 , 9 7 1 )  

:stimated Currently Payable 
djustments of Prior Year Accruals (Net) 

8 , 4 9 4 , 0 5 3  

( 9 0 1 . 1 5 5 )  

stimated Current Federal Income Tax Expense 
.- . . 

7 , 5 9 2 , 6 9 6  

A) Represents the allocation of the estimated current year net operating tax loss of the American 
Electric Power Co., Inc. in accordance with Rule 45 (c) of the Public Utility Holding Company Act of 
1935. 

FERC FORM NO. 1 (ED. 12-87) Page 450 
Attachment 

Page 84 of 210 
KPSC Case No. 99- 149 

TC ( I  st Set) 
Order Dated April 22, I999 

lttm No. 3s 

e 



Name of Heswndent 

KENTUCKY POWER COMPANY 
U e C . J l ,  '=-" ( 1 )  "1 ullyllldl \'.'VI I". 3 . I  

(2) n A  Resubmission 04/30/1999 

( 8 )  The COmpany joins in the filing of a consolidated Federal income tax return with its affiliated 
Companies in the AEP System. 
tax to the System companies is in accordance with Securities And Exchange Canmission (SEC) rules 
under the Public Utility Holding company Act of 1935. 
benefit of current tax losses and investment tax credits utilized to the System Companies giving rise 
to them in determining their current tbx expense. 
American Electric Power Co., Inc. is allocated to its subsidiaries with taxable income. 
exception of the loss of the parent company, the method of allocation approximates a separate return 
result for each company in the consolidated group. 

The allocation of the REP System's current consolidated Federal income 

These rules permit the allocation of the 

The tax loss of the System parent ComPanY. 
With the 

Instruction 2 

t'he tax computation above represents an estimate of the canpany's allocated portion of the System 
Consolidated Federal income tax. 
be available until the consolidated Federal incane tax return is completed and filed in September. 
1999. 
consolidated group will not be available until October, 

The canputation of actual 1998 System Federal income taxes Will not 

The actual allocation of the System consolidated Federal incane tax to the members Of the 
1999. 

. 

FERC FORM NO. 1 (ED. 1287) Page 450.1 
Attachment 

Page 85 of 2 10 
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TC ( I  st Set) 
Order Dated April 22. I999 

Item No. 3s 



BLANK PAGE 
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, ,.-. I. . .-r-.. 
U ~ K  UI nsw*i 
(Mo. Da. yr) Dec. 31 1998 I Name at Kespondenl I !,tis K T  ~n IS . ,  original . I KFNTllCKY POWER COMPANY f7\ n A  Resubmission I 04/30/1999 -1 I ..- . _ _  e 

FERC FORM NO. 1 (ED. 12-96) Page 262 
Attachment 
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.- -_ ..._. . - _. 
Name of Respondent This Re rt Is: Date of Report 
KENTUCKY POWER COMPANY (1) fi Original (Mo. Da, Yr) 

identirying the year in column (a). 
6. Enter all adjustments of the accrued and *paid tax acixwnki in wlumn (r) and explain each adjustment in a foot- note. k i g M t e  debit adjustments 
by parentheses. 
7. Do not indude on this page entries with respect to deferred income taxes or taxes collected through payroll deductions Otherwise pending 
transmittal of such taxes to the taxing authonty. 
8. Report in cdumns (i) through (I) how the taxes were distributed. Report in column (I) only the a m n b  char€@ lo Amwnts 408.1 and 409.1 
pertaining to electric Operations. Report in c&mn (I) the amounts char@ (0 Accounts 408.1 and 109.1 pertaining to other utility depaNnenh and 
atmunki charged to Accounts 408.2 and 409.2. Also shown in column (I) the taxes charged to utility plant or other balance sheet aCcOunts. 
9. For any tax apportioned to more than one utility department or account. state in a footnote the basis (necessity) of a m i n g  Such tax. 

Year 01 Report 
Dec. 31. 3 

(2) n A  Resubmission 

I I I I I 

2.741 I I I I I I d  
. . - . I  I !  

04/30/1999 

t 1 1 1 1  I I I I 1 -  

-2.738 I 24.570 I I I rs.w( t 
I I I 1 ;  

BALANCE AT END OF YEAR DISTRIBUTION OF TAXES CHARGED 
Other 

(1) 

Exbaordinaty Items Adjustments to Ret (Taxes a w e d  Prepaid Taxes Electric 

AccaIgnf 236) (h) (il ti) tk) 
(Ind. in Account 165) (Account 408.1.409.1) (Account 409.3) Earnings ( A W n t  439) 

506.080 8.386.861 -793.963 

Line 
No. 

1 

2 

31.387 
23.669 

-13.460 

49,260 

I 

I 
$ 

1,729.875 981.199 I( 
1, 

308.285 1: 
1: 

167,904 
* I I 

2.346,402 -275.152 15 

244.797 446.562 16 
I 17 

I 

FERC FORM NO. 1 (ED. 12-96) 

1,347 
-57 

-1.225 

Page 263 

J 
18 
19 

14.527 7,407 20 
21 

Attachment 
Page 88 of 2 10 

KPSC Case No. 99- I49 
TC (1 st Set) 

Order Dated April 22. I999 

-200.108 
330,975 

Item No. 3s 

I 

I -249 22 
357.390 23 

I 24 

7,255,946 244.797 18,074,293 1,079,260 41 



I Name 01 Resoondent I 1 nis Hewn IS: I Date 01 KeDOfl 1 iearoi 

AllOcabons lo 
Current Yeats Income Deferred for Year Line Account Balance ai Begining 

No. SUM' 'sions of Year 
(W q y n l  (e) Ar?;junl Account No. Acawnt NO. 

(C) 
i3 

Report below information applicable to Account 255. Where appropriate, segregate the balances and transactions by utility and I I'IOnUtilihr operations. ExDlain bv footnote any correction adiustments to the account balance shown in column (g).lnclude in co~Umn (i) 

Ad j u s LM n 15 
(9) 

1 

2p% I I I I I I 
3b% 1.247.391 I I 411.4 I 143.914 -21.15 

Eleuric Utility 

4p% 
$O% 
d 

e*.... 

I 
14,367,438 282 -218 411.4 1,058,233 -191.40 

m 



Name of Respondent 

KENTUCKY POWER COMPANY 

Date of Report 
(Mo. Da. Yr) 
04/30/1999 

Line 
No. 

Balance at End ADJUSTMENT EXPUKATION 
of Year 

to lnawne 

Year of R e W  
Dec. 31. 1998 

I 

1' 
1: 

1: 

14 

ACCUMULATED DEFERRED INVESTMENT TAX CRED TS (Accoont 255) (continued) 



_ - _  
Name of Respondent This Re rt Is. Date of Report 
KENTUCKY POWER COMPANY (1) $in Onginal (Mo, Da. Yr) 

LENTUCKY POWER COMPANY 

Ldjustrnent of Prior Years' Federal Income Tax Returns 

Year 01 Report 
Dec. 31, 1990 

Attachment 
Page91 of 210 

KPSC Case No. 99- I49 
TC ( 1  st Set) 

(2) n A Resubmission 

Order Dated April 22, 1999 
Item No. 3s Account 4 11.5 (21.155) 

04/30/1999 

266 5 B l  

Page 
Number 

(a) 

djustment of Prior Years' Federal Income T a x  Return 

Item (row) Column 
Number Number 

(b) (C) 

Account 411.5 (191,409) 

. 

FERC FORM NO. 1 (ED. 1287)  Page 450 



.-._ 

_- 
Name of Respondent T,ljis R ~ r l  Is: Dale of Report 
KENTUCKY POWER COMPANY 

An Original (Mo. Da. Yr) 
(2) n A Resubmission 04l30l1999 

Year of Repon 
Dec. 31, 3 

1. Report below the parlicularr (details) called for concerning other defend credits. 
2. For any deferred aedit being amartized, show the period of amortization. 

47 TOTAL 18,007,495 18,939,947 1.106.143 

FERC FORM NO. 1 (ED. 12-94) Page 269 
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Yame 01 Hesponaenl [:,'s 8Kn Is: Date 01 Hepon 
KENTUCKY POWER COMPANY (Mo. Oa. Yr) An Original 

ubject to accelerated amortization 
I. For other (Specify).include deferrals relating to other income and deductions. 

I I I CHANGES DURING YEAR 

I ear 01 napuli 

Dec. 31, 1998 

Account 

fa\ 

(2) n A  Resubmission 

Amounts Debited Amounts Credited 
lo Account 410.1 toAccount411.1 

Balance at 
Beginning of Year 1 Ib l  (d ) 

04/30/1999 

3 
4 
5 
6 
7 

Gas 

TOTAL (Enter Total of lines 2 thw 4) 78.824.530 7,076,659 4.252.80e 
A m m  DFIT-Other Property 17.914 
SFAS 109 40.503.964 

FERC FORM NO. 1 (ED. 12-96) Page 274 

a 
9 
10 
11 

12 
13 

... _. . . 

I I 
TOTAL Account 282 (Enter Total of lines 5 thru 119,346,4081 7.076.6591 4.252.me 
classfficafion of TOTAL 
Federal Income Tax 119,346.408 7.076.659 4.252.80f 
Stale Income Tax 

Local Income Tax 

I 

* r  



.- 

lame of Respondent Tlr;'" R 8 o f t  Is: Date of Report 
An Original (Mo. Da, Yr) 

(ENTUCKY POWER COMPANY 

Year of Report 
Dec. 31, 1998 

NOTES (Conbnued) Attachment 
Page94of 210 

KPSC Case No. 99- I49 

Order Dated April 22, I 999 
Item No. 3s 

. TC (1  st Set) 

(2) n A  Resubmission 

FERC FORM NO. 1 (ED. 12-96) Page 275 

04/3011999 



lame 01 Kesponaenr 

CENTUCKY POWER COMPANY 
l:,’” K E  Is: An Original 
(2) n A  Resubmission 

?corded in Account 283. I 

Dare 01 Kepon 
(Mo. Da. Yr) 
04/30/1999 

Dec. 31, 1998 

NOTES 
Attachment 

Page 95 of 210 
1 -, . KPSC Case No. 99- 149 

TC (1 st Set) 
Order Dated April 22, I999 

Item No. 3s 

1) -. FERC FORM NO, I (ED. 12-96) Page 216 



KENTUCKY POWER COMPANY 

4. Use footnotes as required. 
a 

NOTES (ConEnued) Attachment 
Page 96 of 210 

KpSC Case No. 99- 149 
TC (1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 
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Name of Respondent I KENTUCKY POWER COMPANY 
Date 01 Repon This Re rt Is: 

(1) &Original (Mo. Da. YO 
year 01 nepori 

Dec. 31. 1998 
(2) n A  Resubmission 

Item No. 3s 

04/30/1999 

0 4ER REGULATORY LIABILITIES (Acmunt 250) a 1. Reporting below the particulars (Details) called for concerning other regulatory liabilities which are created through the ratemaking 

37 
38 I 
39 
40 

. 

: , . _ . I . >  

41 TOTAL 27.326.532 24.647.866 14,806.516 
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This Re lame of Respondenl (1) &'&nginal 

(2) n A  Resubmission (cNTUCKY POWER COMPANY 

. Report below operating revenues for each prescribed account. and manufactured gas revenues in total. 
'. Report number of customers, columns (f) and (9). on the basis of meters, in addition to the number of flat rate accounts; except that 
rhere Separate meter readings are added for billing purposes, one customer should be counted for each group of meters added. The 
average number of customers means the average of twelve figures at the close of each month. 
. If increases or decreases from previous year (columns (c),(e), and (9)). are not derived from previously reported figures. explain any 
rconsistencies in a footnote. 

Date 01 Repon 
(Mo. Da. Yr) 
04/3011999 

I ear 01 nepon 
Dec. 31, 1998 

ne Title of Account 
lo. 

Small (or Comm.) (See Instr. 4) 60,114,660 58,679,922 

Large (or Ind.) (See Instr. 4) 94.186.047 94,644,445 

(444) Public Street and Highway Lighting 876.894 863,808 

(445) Other Sales to Public Authorities 
(446) Sales to Railroads and Railways 
(448) Interdepartmental Sales 
TOTAL Sales to Ultimate Consumers 259,884,167 260.105.266 

(447) Sales for Resale 87,400.963 89,336,603 

TOTAL Sales of Electricity 347,285,130 349,441,869 

(Less) (449.1) Provision for Rate Refunds 
TOTAL Revenues Net of Prov. for Refunds 347,285,1301 349,441,869 

I 

OPERATING REVENUES 
Amount far Year I Amount for Previous Year 

16 (450) Forfeited Oixxxlnk 1,363,157 

TOTAL Other Operating Revenues 
TOTAL Electric Operating Revenues 

(453) Sales of Water and Water Power 
(454) Rent from Elecbic Property 2,807.255 1.315.284 

(455) Interdepartmental Renk 
(456) Other Elecbic Revenues 11,334,490 7.009.2391 

10.101.480 15.713.494 

362,998,624 359.543.349 

I 

23 

24 
I 

25 

2E 

27 
- 

I 

Attachment 
Page99 of 210 

KPSC Case No. 99-149 TC (1 st Set) 
Order Dated April 22, 1999 

Item No. 3s 
.. .. 

F ERC FORM NO. 1 (ED. 12-96) Page 300 



-.. 
i. CmvnerCial and industrial Sales, Account 442, may be classified according to the basis of dassification (Small Or &XnfIWcial. and 
AQe or Industrial) regularly used by the respondent if such basis of classification is not generally greater than 1000 KW Of demand. 
See Account 442 of the Uniform System of Accounts. Explain basis of classification in a footnote.) 
i. See pages 108-109. Important Changes During Year, for important new territory added and important rate increase Or decreases. 
5. For Lines 2.4.5.and 6. see Page 304 for amounts relating to unbilled revenue by accounts. I 

'. Include unmetered sales. Provide details of such Sales in a footnote. I 

MEGAWAlT HOURS SOLD AVG.NO. CUSTOMERS PER MONTH Line I 
haunt for Year i Amount for Previous Year I Number for Previous Year NO. Number for Year 

1.194,m 

3.130.767 

10,529 

- ---. .( 
--. 04/30/1999 

. .  
(2) 0 A Resubmission 

< COMPANY 

ELECTRIC OPERATING REVENUES (Acmunt 400) 

1.165.684 24.312 23.691 4 

3,141,795 1,654 1.690 5 

10.313 500 476 6 

0 

9 

6.491 342 6.514.540 169,249 160,055 10 

4 . w . m  5.893.932 113 66 11 

11,375.219 12.400,472 169.362 168,121 12 

13 
11,375,219 - 12.400.412 169.362 168.121 14 

Line 12. column (b) indudes S 
Une 12, column (d) indudes 

578.504 of unbilled revenues. 

-12.550 MWH relating to unbilled revenues 

Attachment 
Page 100 of 210 
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Revenues 2,327,570 951,634 8,408 

60 MWH Sales (Estimated) 21,953 10,668 

I 

I 

This Re rt Is: 
(1) &in Original 

kame 01 Respondent 

e- 

a .- 

Date of Report 
(Mo. Da. Yr) Dec. 31. 1998 

KENTUCKY POWER COMPANY (2) n A  Resubmission 04/30/1999 

Number 
(a ) 

Page 450 FERC FORM NO. 1 (ED. 12-87) 

Number Number 
(b) (C) 



(Moo Da. Yr) n Original KENTUCKY POWER COMPANY 

... 

Dec.31. 

KPSC Case No. 99- 149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3s 

(2) n A Resubmission 04/30/1999 



This Re ort Is: 
(1) dh Originat 

Date 01 Repon 
(Mo. Da. Yr) 

Name of Respondent 

PER INSTRUCTION # S  

h u n t  of fuel clause included in rate: 

rear or Kepofl 

Dec. 31, 1998 

Residential 
Residential 
Residential 
Small General Service 
Medium General Service 
Medium General Service 
Large General Service 
h r g e  General service 
outdoor Lights 
Quantity Power 
Street Lighting 
nun. Waterworks 
Interruptible Power 
Ccmnercial Industrial Power 

KENTUCKY POWER COMPANY (2) n A  Resubmission 

RS ( 1 , 5 4 2 , 6 4 8 )  

RS - LM - TOD ( 3 , 7 4 0 )  

RS - TOD ( 2 8 )  

SGS ( 5 0 , 1 1 3 )  

UGS ( 4 3 8 , 5 4 7 )  

MGS - TOD ( 1 , 0 9 4 )  

LCS ( 6 5 9 , 6 4 3 )  

LCS - LM - TOD ( 2 , 1 3 7 )  

OL ( 2 4 , 0 3 0 )  

QP ( 7 3 8 , 3 8 0 )  

SL ( 5 , 8 2 4 1  

Mw ( 9 , 6 5 5 )  

IRP ( 1 5 7 , 0 1 9 )  

C I P  - TOD ( 1 , 4 4 8 , 4 0 9 1  
_ _ _ _ _ _ - _ - - -  
( 5 , 0 8 1 , 2 6 7 1  
DDPnDDI=nPP 

04/30/1999 

. . ; * .  

page Item (row) 
Number Number 

(a) (b) 
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Number 

(C) 
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Footnote Linked. See note on 3 0 4 ,  Row: 5, col/item: d 

304 37 d 

Poornote Linked. See note on 3 0 4 ,  Row: 5, col/icem: d 

I 

304 5 d 1 . 
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inis Ke n IS. udte 01 nrpui L 

(1) &odginal (Mo. Da, Yr) 
Name 01 Nesponaeni 

1. Report all sales for resale (Le., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than 
power exchanges during the year. Do not report exchanges of electricity ( i.e.. transactions involving a balancing of debits and credits 
for energy. capacity. etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported On the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b), enter a Statistical Classification Code based on the original txntractual terms and conditions Of the service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier indudes projected toad for this service in its system resource planning). In addition, the reliability of requirements service must 
be the same as. or second only to. the supplieh service to its own ultimate consumers. 
LF - for tong-term service. ’Long-term“ means five years or Longer and “firm” means that service cannot be intempted for economic 
reasons and is intended to remain reliable even under adverse axxiitions (e.g.. the supplier must attempt to buy emergency energy 
hom third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF. provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract 
IF - for intermediate-term firm service. The same as LF service except that “intermediate-term’ means longer than one year but Less 
than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
one year or less. 
LU - for Long-term service from a designated generating unit. “Long-term’ means five years or Longer. The availability and reliability 01 
service, aside from transmission constraints. must match the availability and reliability of designated unit. 
Iu - for intermediate-term service from a designated generating unit. The same as LU service except that “intermediate-ten” tneans 
Longer than one year but Less than five years. 

I Sdl L,I I \SVVl.  

Dec. 31, 2 

I I I I I 
14 IAEP AFF - ASSOC. COS. 10s APco20 I 

Subtotal RQ 0 0 

Subtotal non-RQ 0 0 

Total 0 0 0 
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Name of Respondent This Re rt Is: Date of R e s - '  
(1) &in Original (Mo. Da. yr) 

0s - for other service. use this category only for those services which cannot be placed in the abovf+defined Categories, such as all 
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or Ywe-ups" for service provided in prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter 'Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter 'Subtotal-Non-RQ" in column (a) after this Listing. Enter 
'Total' in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c), identify the FERC Rate Schedule or Tariff Number. 01 separate tines, List all FERC rate schedules or tariffs under 
which service, as identified in column (b). is provided. 
6. For requirements RQ sales and any type of-servia involving demand charges imposed on a monthly (or Longer) basis. enter the 
average monthly billing demand in column (d), the average monthly nonaincident peak (NCP) demand in column (e). and the average 
monthly coincident peak (CP) 
demand in column (f). For all other types of service, enter NA in columns (d). (e) and (f). Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplieh system reaches its monthly peak. Demand reported in columns (e) and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
E. Report demand charges in column (h). energy charges in column (i). and the total of any other types of charges, including 
outatperiod adjustments, in column (i). Explain in a footnote all components of the amount shown in column (i). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled On 
the Last -line of the schedule. The 'Subtotal - RQ' amount in column (9) must be reported as Requirements Sales For Resale On Page 
401, line 23. The 'Subtotal - Non-RQ' amount in column (g) must be reported as Non-Requirements Sales For Resale on Page 
401 .iine 24. 
10. Footnote entries as required and provide explanations following all required data. 

Year of Report 
Oec. 31, 1998 KENTUCKY POWER COMPANY 

(2) n A  Resubmission WnOH999 

6.928 

9.657 

I 

I 1 

29.158j 92.167 15.363 136.600 t 
105.556) 220,603 65.563 391,802, 

I I 11 

4,083,277 2,610,278 80.005,857 4,704,820 I 87,400,963 

I 

I 4 1 3 . 4  413,448 

13,021 293.629 41 1,8361 683.454 1.300.922 

FERC FORM NO. 1 (ED. 12-90) 

1 

1 

Page 311 

I 
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I I 1 
I 

3.733.946 43.543.474 43.543.474 1 

80.526 

4.002.751 

1,429,101 1,020,908 21,660 2,471,669 

1.101.177 78,984,949 4,763,160 84,929,294 



hame 01 nesponoeni 

a 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a fOOhOte any 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b). enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projected toad for this service in its system resource planning). In addition, the reliability of requirements Service must 
be the same as, or second only to, the suppliets service to its own ultimate consumers. 
LF - for tong-term service. "Long-term' means five years or Longer and "firm" means that service cannot be intempted for economic 
m & s m S  and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy 
from third pafiies to maintain deliveries of LF service). This category should not be used for Long-term fin service which meets the 
definition of RQ service. For all transactions identified as LF, provide in a footnote the tenination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that "intermediate-term" means longer than one year but Less 

LU - for Long-term service from a designated generating unit. 'Long-term' means five years or Longer. The availability and reliability 01 
service, aside from transmission constraints. must match the availability and reliability of designated unit. 
Iu - for intermediateterm service from a designated generating unit. The same as LU service except that "intermediate-term' means 
Longer than one year but Less than five years. 

Subtotal non-RQ 
I I I L. 

Total 0 0 I I I 

FERC FORM NO. 1 (ED. 12-90) Page 310.1 



. . -. . 
Name of Respondent Date of Report 

(Mo. Da, Yr) 
KENTUCKY POWER COMPANY 04/30/1999 

. .  I I 
4.802.751 1.181.177 78.904.949 4.?63,166 84.929.294 

4,883,217 2,610,278 80,005.857 4,784,820 87,400,963 

- -. - 
Year-of Report 
Dec. 31. 3 

FERC FORM NO. I (ED. 12-90) 

. ( '  
_.- I 

Page 311.1 
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-.. 

.. ,--. 
._. . 

m m e  01 rtesponaent {,y K r  1 I3 Dale of Heporn 
x An Original (Mo. Da. Yr) 

rear 01 nepvl~ 

Dec. 31, 1998 

1. Report all sales for resale (i.e.. sales to purchasers other than ultimate consumers) transacted on a settlement basis other than 
power exchanges during the year. Do not report exchanges of electricity ( Le., transactions involving a balancing of debits and credits 
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote an5 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e.. the 
supplier includes projected toad for this service in its system resource planning). In addition, the reliability of requirements Service mUS1 
be the same as, or second only to, the supplier's service to its own ultimate consumers. 
LF - for tong-term service. 'Long-term' means five years or Longer and "firm" means that service cannot be intempted for economic 
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm Service which meets the 
definition of RQ service. For all transactions identified as LF. provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The Same as LF service except that 'intermediate-term' means longer than one year but Less 
than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for Service is 
one year or less. 
Lu - for Long-term service from a designated generating unit. 'Long-term" means five years or Longer. The availability and reliability 0 
Service. aside from transmission constraints, must match the availability and reliability of designated unit. 
IU - for intermediate-term senrice from a designated generating unit. The same as LU service except that 'intennediate-termg means 
Longer than one year but Less than five years. 

KENTUCKY POWER COMPANY (2) n A Resubmission 

I ~. . ^  
ina Name of Company or Public Authority StaWcalI FER 
No. (Footnote Afliliations) p 

0 

04/30/199!3 
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Name of Respondent :F R e f - t  Is: 0% of Report 
x An Original (Mo. Da. Yr) 

0s - for other service. use this category only for those services Which annot be placed in the abovedefined categories. such as all 
non-fim service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Outaf-period adjustment. Use this code for any accounting adjustments or Yrue-ups" for service provided in Prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter 'Subtotal-Non-RC1" in column (a) after this Listing. Enter 
"Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c). identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under 
Which service, as identified in column (b). is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis. enter the 
average monthly billing demand in column (d), the average monthly nonainudent peak (NCP) demand in column (e). and the average 
monthly coincident peak (CP) 
demand in column (1). For all other types of service. enter NA in columns (d), (e) and (1). Monthly NCP demand is the maximum 
metered hourly (6O-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplier% system reaches its monthly peak. Demand reported in columns (e) and (1) must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h). energy charges in column (i), and the total of any other types of charges, including 
Ovt+f-period adjustments, in column (i). Explain in a footnote all components of the amount shomr in column (i). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (g) through (k) must be subtotaled based on the RWNon-RQ grouping (see instruction 4), and then totaled on 
the Last l ine of the schedule. The Subtotal - RQ' amount in column (9) must be reported as Requirements Sales For Resale on Page 
401, line 23. The 'Subtotal - Non-RQ" amount in column (9) must be reported as Non-Requimmnb Sales For Resale on Page 
401 . he  24. 
10. Footnote entries as required and provide explanations following all required data. 

Line 
Energy Charges other charges (h+i+i) No. 

Total (S) 
Megawatt ~ w r s  REVENUE 

($1 
(8) (h) (i) (k) 

($1 
(i) 

-ndcharge% 
(S) 

Sdd 

Year 01 Kepofl 
Dec. 31, 1998 

41--- I -682.231) ' 

KENTUCKY POWER COMPANY 
(2) n A  Resubmission 

14.3351 1.904.: 1 9 7 -  I 1.889.891 I 

0413011999 

I I 

21 -781 I I 1,620,Wl I 1.244 1.622.144 
11.8421 320.5921 37.904 358,494 1 

I 
-20,302 

-7.021 

- I .  I I 

-1,232,628 1.25q -1,231,3731 1 

52 52 1 

-139.215 413 -138,802 1 

80.526 

4.802.751 

1.429.101 1.020.908 21.660 2.471.669 

1 . i a i . m  78.984.949 4X3.168 I 04.929.294 
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.. ... 
i 0 ..,; 

1nrs ne n Is: Date of Report Name of Respondent I ear 01 nepon 
Dec. 31. 2 

1. Report all sales for resale (i.e.. sales to purchasers other than uhmate consumers) transacted on a settlement basis Other than 
power exchanges during the year. 00 not report exchanges of electricity ( Le., transactions involving a balancing of debits and credits 
for energy. capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported On the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote an] 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions Of the Service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e.. the 
supplier includes projected toad for this service in its system resource planning). In addition, the reliability of requirements service mUS 
be the same as. or second only to, the supplier's service to its own ultimate consumers. 
LF - for tong-term service. "Long-term" means five years or Longer and "firm' means that service cannot be intempted for economic 
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy 
ffUm third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that *intermediate-term" means longer than one year but Less 
than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
one year or less. 
LU - for Long-term service from a designated generating unit. 'Long-term' means five years or Longer. The availability and reliability 0 
Service, aside from transmission constraints, must match the availability and reliability of designated unit. 
IU - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term' means 
Longer than one year but Less than five years. 

1 (1) $An Original 
KENTUCKY POWER COMPANY (2) n A Resubmission 

..,. 

(Mo. Da. Yr) 
0413011999 

FERC FORM NO. 1 (ED. 12-90) 

Attachment 
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a 

.-- 
e 

Date of Repoft This Re 13 Is: 
(1) &original (Mo, Da. Yr) 

Name of Respondent 
KENTUCKY POWER COMPANY 

Year of Report 
Dec. 31. 1998 

~ ~ ~~ 

0s - for other service. use this category only for those services which cannot be placed in the abovedefined cateyones. Such as all 
non-firm service regardless of the LengU! of the .. contract . and service . .  from designated units of Less than one year. Describe b e  nature 
of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or 'trueups' for service pmvided in Prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. Affer listing all RQ sales, enter 'Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter 'Subtotal-Non-RQ" in column (a) after this Listing. Enter 
Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c). identify the FERC Rate !3&edule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under 
which service, as identified in column (b). is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d). the average monthly non-wincident peak (NCP) demand in column (e). and the average 
monthly coincident peak (CP) 
demand in column (f). For all other types of service, enter NA in columns (d), (e) and (9. Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f) must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h). energy charges in column (i). and the total of any other types of charges. induding 
outof-period adjustments. in column (j). Explain in a footnote all components of the amount shown in column 4). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
3. The data in column (9) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4). and then totaled on 
he Last -line of the schedule. The Subtotal - RQ' amount in column (9) must be reported as Requirements Sales For Resale on Page 
401. line 23. The Subtotal - Non-RQ" amount in column (9) must be reported as Non-Requirements Sales For Resale on page 
4Ol.iine 24. 
10. Footnote entries as required and provide explanations following all required data. 

(2) n A  Resubmission 04/30/1999 

Order Dated April 22, I999 
Item No. 3s 

80.526 

4.802.751 

4,003,277 

FERC FORM NO. 1 (ED. 12-90) 

1.429.101 I .020.908 21,660 2.471.669 

1,101 .I77 70,904,949 4,?63.168 84.929.294 

2,6i0,278 80,005,851 4.704.828 87,400.963 
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1 Name of Respondent Uare 01 KeWn 
(Mo. Da. Yr)  

KENTUCKY POWER COMPANY 04/30/1999 

1, Report all sales for resale (i.e.. sales io purchasers other than ultimate consumers) transacted on a settlement basis other than 
power exchanges during the year, Do not report exchanges of ele&icity ( Le., transactions involving a balancing of debits and Credits 
for energy. capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate h e  name or use acronyms. Explain in a footnote an' 
ownership interest or affiliation the respondent has with the purchaser. 
3. In Cohln (b). enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier indudes projected toad for this service in its system resource planning). In addition, the reliability of requirements Service mUS 
be the same as. or second only to, the supplieh service to its own ultimate consumers. 
LF - for tong-term service. 'Long-term" means five years or Longer and "tirm" means that service cannot be intempted for economic 
r8aSOns and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF. provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that "intermediate-term" means longer than one year but Less 
than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
one year or less. 
LU - for Long-term service from a designated generating unit. 'Long-term" means five years or Longer. The availability and reliability a 
SenriCe. aside from transmission constraints. must match the availability and reliability of designated unit. 
Iu - for intermediate-term service from a designated generating unit. The same as LU service except that 'intermediate-tern' means 
Longer than one year but Less than five years. 

I e a  UI nt+l L 

Oec. 31. 1998 

Avera e 
Monthly 8illing 
Demand (MW) 

Une Name of Company or Public ~uthohty Statistical FERC Rate 
No. (Footnote Affiliations) cation TariffNumber ,uassiii- scheduleor 

I IO I E n m  Power Marketino. inc. I I I 

Actual Demand (MW) 
Avera e 

Mmth~~%Dema~ Monthly C&ma, 

Total 

_* : 

0 0 0 
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. .  

-- -- 
Date of Report :F R$%ginal (Mo. Da. Yr) 

Name of Respondent 
KENTUCKY POWER COMPANY 

Year of Repon 
Dec. 31. 1998 

0s - for Other service. use this category only for those services which cannot be placed in the abovedefined Catego&, Such as all 
non-fim Service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Outof-period adjustment. Use this code for any accounting adjustments or "true-ups' for service provided in Prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter 'Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter 'Subtotal-Non-RQ" in column (a) after this Listing. Enter 
"Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (C). identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under 
which service, as identified in column (b), is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d), the average monthly noncoincident peak (NCP) demand in column (e), and the average 
monthly coincident peak (CP) 
demand in column (9. For all other types of service, enter NA in columns (d), (e) and (f). Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h). energy charges in column (i), and the total of any other types of charges, including 
outof-period adjustments, in column (i). Explain in a footnote all components of the amount shown in column (i). Report in column (k) 
the total charge shown on bills rendered to !he purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RQMon-RQ grouping (see instfuction 4). and then totaled On 
the Last -line of the schedule. The "Subtotal - RQ' amount in column (9) must be reported as Requirements Sales For Resale On Page 
401. line 23. The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page 
401 .iine 24. 
10. Footnote entries as required and provide explanations following all required data. 

(2) n A  Resubmission 04/30/1999 

FERC FORM NO. 1 (ED. 12-90) 

80,526 

4,802,751 

4 . ~ 3 . 2 n  

-.:.. 

I I 

1,429,101 1,020,908 21.660 2.471,669 

1.181,177 78,984,949 4.?63.168 84,929.294 

87,400,963 2.610.270 80,005,857 4,704,820 
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c 
Name of Respondent lnls He n IS. Date 01 Repon 

KENTUCKY POWER COMPANY (1) &original (Mo. Da. Yr) 
04/30/1999 

yea1 01 n r p u i ~  

Dec. 31, 1998 

Avera e Actual Demand (MW) 
Monthly &ling . Avem e 

jne Name of Company or Public Authority statistid Rate 
No. (Footnote Affiliations) cabon Tariff schedule Number OT Demand (MW) Month$t!%bemanc Monthly C&mand 

(a ) (b) (C) (d) (e) (0 
1 Federal Energy Sales os Note 1 
2 FintEnergy os OPCO 31 

11 

12 

13 
14 

I I I I I I I Subtotal RQ 01 01 0 I I I 

Indiana Municipal Power Agency os IMPCO 74 

hdiiMpohS Power 8 tight os IMPCO 21 

KN Marketing Inc os Note 1 

I 
Kentucky Utilities os OPCO 22 

Subtotal nonRQ 

Total 

FERC FORM NO. 1 (ED. 12-90) 

I 

0. 0 O1 

0 0 0 
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_. 
Name of Respondent 

KENTUCKY POWER COMPANY 04/30/1999 

Date of Report 
(Mo. Da. Yr) 

e. .... 

..._. 

.- 
Year of Report 
Dec. 31. 1998 

00.526 1,429,101 1.020.908 2,471,669 

4,002,751 1,101 . I 7 7  70,904.949 4.763.168 84,929,294 

4,083.277 2,610,278 80,005,857 87,400,963 

-. 

' 

FERC FORM NO. I (ED. 12-90) 

SALES FOR RESALE (Accocint 447) (Conbnued) 

OS - for other service. use this category only for those Services which cannot be placed in the abovedefined categories. such as all 
n0n-fin-n service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or "true-ups' for service provided in Prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter 'Subtotal-Non-RQ" in column (a) after this Listing. Enter 
''Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c). identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under 
which service. as identified in column (b). is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d), the average monthly nonoincident peak (NCP) demand in column (e), and the average 
monthly coincident peak (CP) 
demand in column (Q. For all other types of service. enter NA in columns (d). (e) and (9. Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplieh system reaches its monthly peak. Demand reported in columns (e) and (9 must be in megawarn. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h), energy charges in column (i). and the total of any other types of charges, including 
out+f-period adjustments. in column 0). Explain in a footnote all components of the amount shown in column 0). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RQMon-RQ grouping (see instruction 4). and then totaled On 
the Last -line of the schedule. The 'Subtotal - RQ' amount in column (9) must be reported as Requirements Sales For Resale On Page 
401, line 23. The Subtotal - Non-RQ' amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
40l.iine 24. 
10. Footnote entries as required and provide explanations following all required data. 
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. . .. __ 
Date of Report Year of Report lF 's &inaI (Mo. Da. Yr) Dec. 31, 2 

(2) n A  Resubmission 

Name of Respondent 
KENTUCKY POWER COMPANY 

SALES FOR RESALE (Account 447' 

ine 
No. 

1 

2 

3 
4 

5 

I 

Name of Company or Public Authon'ty 
(Foolnote Affiliations) 

(a) 
Koch Power Services. Inc 
LG&E Power Marketing, Inc. 

LGBE Utility Power Sales 
Louis Dreyfus Electric Power 
Louisville Gas &Electric 

1. Report all sales for resale (i.e.. sales to purchasers other than ultimate consumers) transacted on a settlement basis Other than 
power exchanges during the year. Do not report exchanges of electricity ( Le., transactions involving a balancing of debits and credits 
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions Of the Service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis 0.e.. the 
supplier includes projected toad for this service in its system resource planning). In addition, the reliability of requirements service mUSt 
be the same as. or second only to. the suppliets service to its own ultimate consumers. 
LF - for tong-term service. "Long-term' means five years or Longer and "firm" means that service cannot be interrupted for economic 
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF. provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that 'intermediate-term" means longer than one year but Less 
than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
one year or less. 
LU - for Long-tern service from a designated generating unit. 'Long-term" means five years or Longer. The availability and reliability O! 
service. aside from transmission constraints. must match the availability and reliability of designated unit. 
IU - for intemediate-term service from a designated generating unit, The same as LU service except that "intermediate-term' means 
Longer than one year but Less than five years. 

0 

0 

0 

0 '  0 

0 

14 I Morgan Stanley Group 

I Subtotal RQ 

I Subtotal non-RQ 

FERC FORM NO. 1 (ED. 12-90) 

Actual Demand (MW) statistical FERC Rate Avera e 
paslsiR- or ~onth~y b ing  vera e 

cab011 TarHfNumber Demand (MW) MonthG NC8 &?man4 MonU$ii&man 

I I I 

3s Note1 
35 Note 1 

I I I I 
-- . I I I I 

3s I IMP079 I I I 

. _ _  .. 
I 

os Note 1 I I I I 
os Note 1 

os Note I 
os Note 1 

3s Ndel 

Attachment 
Page 117 of 210 

KPSC Case No. 99- I49 
TC (1  st Set) 

Order Dated April 22, I999 
Item No. 3s 

Page 310.6 



Name of Respondent Date of Report 
(Mo. Da. Yr) 
04/30/1999 KENTUCKY POWER COMPANY 

0s - for Other service. use this category only for those services which cannot be placed in the above-defined ategOrieS. Such as all 
nowfirm Service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or 'true-ups" for service provided in Prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ' 
in column (a). The remaining sales may then be listed in any order. Enter 'Subtotal-Non-RQ" in column (a) afler this Listing. Enter 
Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under 
which service. as identified in column (b). is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e). and the average 
monthly coincident peak (CP) 
demand in column (9. For all other types of service, enter NA in columns (d), (e) and (9. Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
inlegdon) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (9 must be in tTIegaWa&. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h), energy charges in column (i). and the total of any other types of charges, including 
Dutofpehd adjustments, in column (j). Explain in a footnote all components of the amount shown in column (j). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on 
the Last -line of the schedule. The 'Subtotal - RQ' amount in column (g) must be reported as Requirements Sales For Resale on Page 
401, line 23. The 'Subtotal - Non-RQ' amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
401 $ne 24. 
10. Footnote entries as required and provide explanations following all required data. 

Year of Report 
Dec. 31. 1990 

Line 
No. 

Total (f) 
(h*i+i) 

Megawatt Harn REVENUE 
Energy Charges Other Charges 

6) Demand charges. 
($1 

(9) (h) ti) (k) 
(S) 
(0 

Sdd 

21,313 951.985 28.014 985.999 
49.005 1.685.198 7.364 1,692.5671 

80.526 

4.802.751 

4,883,277 

1 

1.429.101 1,020.908 21.6@J 2.471.669 

i . 1 a i . m  78,984.949 4,763.168 84.929.294 

87,400,963 2.610.278 80.005.857 4,784,820 - 
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(1) $in Original (Mo, Da. Yr) 
(2) n A  Resubmission 04/3011999 KENTUCKY POWER COMPANY Dec. 31. 1998 

-'" 

* 

I. 

Name 01 Respondent Tnls Re rt Is: Date of Report Year of Re$> 

SALES FOR RESALE ( A w n 1  447) 

1. Report all sales for resale (i.e.. sales to purchasers other than ultimate consumers) transacted on a settlement basis Other than 
power exchanges during the year. Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits 
for energy, capacity. etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be repofled on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b). enter a Statistical Classification Code based on the original contractual terms and conditions Of the Service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis &e.. the 
supplier includes projected toad for this service in its system resource planning). In addition. the reliability of requirements service must 
be the same as. or second only to, the supplieh service to its own ultimate consumers. 
LF - for tong-term service. "Long-term" means five years or Longer and "firm' means that service cannot be interrupted for economic 
reasons and is intended to remain reliable even under adverse conditions (e.g.. the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that "intermediate-term" means longer than one year but Less 
than five years. 
SF - for short-term firm service, Use this category for all firm services where the duration of each period of commitment for service iS 
one year or less. 
LU - for Long-term service from a designated generating unit. 'Long-term' means five years or Longer. The availability and reliability of 
senrice, aside from transmission constraints, must match the availability and reliability of designated unit. 
IU - for intermediateterm service from a designated generating unit. The same as LU service except that "intermediate-term* means 
Longer than one year but Less than five years. 

FERC FORM NO. 1 (ED. 12-90) 

Avera e 
~onthty Billing Line Name of Company or Public ~ u h ~ r i t y  Statistical FERC Rate 

No. (Footnote Affiliations) -cation Classifi- Tanff Number Or Demand (MW) 

Page 310.7 

Actual Demand (MW) 
vera e 

Month; NC8 Demand Mon&F%%eman 
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(a) (b) (C) (d) (e) (0 
NESl Power Marketing os Note 1 

New York Stale Energy 8 Gas Corp. os Note 1 

NGE Generation. Inc. os Note 1 
Niagara Mohawk Energy Marketing os Note 1 



I Name of Respondent This Re ort Is: Date of Report 
(1) $M Original (Mo. Da. Yr) 

04/30/1999 KENTUCKY POWER COMPANY 

Year of Report 
Dec. 31, 2 8  

FERC FORM NO. 1 (ED. 12-90) 

I 

.-- 
' .  

*. 

. . '  _. ... . 

(2) n A  Resubmission 
SALES FOR RESALE (Account 447) (Continued) 

0s - for Other service. use this category only for those services which cannot be placed in the abovedefined categories, such as all 
non-fifm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or Yrue-ups" for service provided in prior reporting 
Years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter 'Subtotal-Non-RQ" in column (a) after this Listing. Enter 
"Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules Or tariffs under 
which service. as identified in column (b), is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d). the average monthly non-wincident peak (NCP) demand in column (e), and the average 
monthly coincident peak (CP) 
demand in column (9. For all other types of service, enter NA in columns (d). (e) and (f). Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h). energy charges in column (i). and the total of any other types of charges. including 
outof-period adjustments, in column (j). Explain in a footnote all components of the amount shown in column 0). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see insbudion 4). and then totaled on 
the Last -line of the schedule. The 'Subtotal - RQ' amount in column (9) must be reported as Requirements Sales For Resale on Page 
401, line 23. The 'Subtotal - Non-RQ' amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
401 .he 24. 
10. Footnote entries as required and provide explanations following all required data. 

. .  I . .  

Page 311.1 

80.526 

4.802.r51 

4.003271 
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a 
( I )  ~ A J - I  Onginal KENTUCKY POWER COMPANY 

.. . 

Dec.31. 1998 (Mo, Da. Yr) 
Name of Respondent I This ReDon Is: 1 Dateot ReDort 1 Yearot Kepofl 

jne 
No. 

Actual Demand (UW) Avera e 
Monthly h i n g  ' Aveta e 
Demand (M'N) Month~@&tnan4 Monthly C&man 

Name of Company or Public Authodty Statistical FERC Rate 
ClaFifi- Sc+edule or 

(Foolnote Affiliitions) mbon Tanff Number 

1. Report all sales for resale (i.e.. sales to purchasers other than ultimate consumers) transacted on a settlement basis Other than 
power exchanges during the year. Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits 
for energy. capacity. etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b). enter a Statistical Classification Code based on the original contractual terms and conditions of the Service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projected bad for this service in its system resource planning). In addition, the reliability of requirements Service must 
be the same as. or second only to. the supplier's service to its own ultimate consumers. 
LF - for long-term service. 'Long-term" means five years or Longer and 'firm" means that service cannot be intempted for ecOnOmiC 
reasons and is intended to remain reliable even under adverse conditions (e.g.. the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that "intermediate-term" means longer than one year but Less 
than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
me year or less. 
-U - for Long-term service from a designated generating unit. 'Long-term" means five years or Longer. The availability and reliability 01 
rervice. aside from transmission constraints, must match the availability and reliability of designated unit. 
u - for intermediate-term service from a designated generating unit. The same as LU service except that "intermediate-term" means 
-anger than one year but Less than five years. 

FERC FORM NO. 1 (ED. 12-90) 
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.. 
Name 01 Respondent This Re r i  Is: Date of Report 

KENTUCKY POWER COMPANY ( 1 )  flh Original (Mo. Da. Yr) 
(2) n A  Resubmission 04/30/1999 

I I I I I I 

Year of Repod 
Dec. 31. 1998 

I I I I I 

80,526 1,429,101 1.020.908 I 21,660 2,471,669 I 

... 

I 4.802.751 I 1.101.1TI I 78.984.949 I 4.763.168 I 84,929,294 I 

SALES FOR RESALE (Account 447) (Continued) 

0s - for Other Service. use this category only for those services which annot be placed in the above-defined (3tegOrieS. Such as all 
n0n-fit-m service regardless of the Length of the contract and Service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code foi any accounting adjustments or "true-ups" for service provided in Prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter 'Subtotal - RQ' 
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column (a) after this Listing. Enter 
"Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c). identify the FERC Rate Schedule or Tariff Number. On separate Lines. List all FERC rate schedules or tariffs under 
which service. as identified in column (b). is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e). and the average 
monthly coincident peak (CP) 
demand in column (9. For all other types of service, enter NA in columns (d), (e) and (f). Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h), energy charges in column (i). and the total of any other types of charges. including 
out+f-petkd adjustments, in column (j). Explain in a footnote all components of the amount shown in column (j). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RQMon-RQ grouping (see instruction 4), and then totaled on 
the Last -line of the schedule. The 'Subtotal - RQ" amount in column (9) must be reported as Requirements Sales For Resale On Page 
401, line 23. The 'Subtotal - Non-RQ' amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
401 ,iine 24. 
10. Footnote entries as required and provide explanations following all required data. 
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, . , ,.., - I -  

Date 01 Repon I ( ~ o .  Da. yr) I 04/30/1999 
I :nlS KgZ Enaim1 

[tame 01 nesponoenr 

KENTUCKY POWER COMPANY 

Year 01 Hewn 
Dec. 31. E 

1. Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than 
power exchanges during Ute year. Do not report exchanges of electricity ( Le., transactions involving a balancing of debits and credits 
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b). enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis &e.. the 
supplier includes projected toad for this service in its system resource planning). In addition, the reliability of requirements Service must 
be the same as, or second only to, the supplier's service to its own ultimate consumers. 
LF - for long-term service. "Long-term' means five years or Longer and I rma  means that service cannot be intempted for economic 
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that 'intermediate-term' means longer than one year but LeS 
than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
one year or less. 
LU - for Long-term service from a designated generating unit. 'Long-term' means five years or Longer. The availability and reliability O( 
service. aside from transmission constraints, must match the availability and reliability of designated unit. 
Iu - for intermediate-term service from a designated generating unit The same as LU service except that 'intermediate-term' n'teanS 
Longer than one year but Less than five years. 

0 

0 

jne 
No. (Footnote Affiliations) 

Name of Company or Public Authority 

0 

0 '  0 

0 

1 I PSEG Enem Technologies. lnc. 

6 I P w t  Sound Enerev. Inc. 

I Subtotal RQ 

I Subtotal non-RQ 

I Total 

FERC FORM NO. I (ED. 12-90) 

Actual Demand (MW) Aveta e 
Monthly h i n g  Avera I Demand (MW) M o n t h ~ ~ % e m a ~  Monthly C&mn 

5s Note 1 I I 1 
DS I lMPCO24 I 

1 
_ _  .~ 

os Note I 
os Note 1 

~ 

os Note 1 I 
os Note 1 

I I I 
~~ 

os Note I 
os Note 1 

os IMPCO 70 

os Note 1 
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I Name of Resmndent I This Rewn IS: I Dale of Remn I YearotKepon 
(11 @An Onginal 
(2) n A Resubmission 

KENTUCKY POWER COMPANY (Mo. Da. Vi) 
O4/30/1999 

Dec. 31, E 

of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or "true-ups' for service provided in Prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter 'Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column (a) after this Listing. Enter 
Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules Or tariffs under 
which service, as identified in column (b). is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d). the average monthly non-wincident peak (NCP) demand in column (e). and the average 
monthly coincident peak (CP) 
demand in column (9. For all other types of service, enter NA in columns (d), (e) and (9. Monthly NCP demand is the maxknum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integralion) in which the supplieh system reaches its monthly peak. Demand reported in columns (e) and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h), energy charges in column (i). and the total of any other types of charges. including 
oUt4period adjustments, in column (j). Explain in a footnote all components of the amount shown in column 0) .  Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RO/Non-RQ grouping (see instruction 4), and then totaled on 
the Last -line of the schedule. The Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page 
401, line 23. The 'Subtotal - Non-RQ' amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
401 .iine 24. 
10. Footnote entries as required and provide explanations following all required data. 

I 
.._ .- I I I I 

-41,165 I I -224.3461 I -224.34q 

-281 I I -345,8691 I -345,86q 
I I 

2.3851 1411 

FERC FORM NO. 1 (ED. 12-90) 

^_... 

Aaachment 
Page -124 of 2 I0 

KPSC Case No. 99-149 
TC (1 st Set) 

Page 311.9 
Order Dated April 22, 1999 

Item No. 3s 



a 

e-. 

Name 01 Kesponaenl ;y t i i "  Is: Date 01 Repon 
x An Original (Mo. Da. Yr) 

1 ear 01 nepofl 
Dec.31. E 

1. Report all sales for resale (i.e.. sales to purchasers other than ultimate consumers) transacted on a settlement basis Other than , 

power exchanges during the year. Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits 
for energy. Capacity. etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reporled on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a fOotnOte any 
ownership interest or affiliation the respondent has with the purchaser. 
3. In cobmn (b). enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e.. the 
supplier includes projected toad for this service in its system resource planning). In addition, the reliability of requirements Service must 
be the same as. or second only to, the supplier's service to its own ultimate consumers. 
LF - for long-term service. "Long-term" means five years or Longer and "firm" means that service cannot be intempted for economic 
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The Same as LF service except that "intermediate-term" means longer than one year but Less 
than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
one year or less. 
LU - for Long-term service from a designated generating unit. "Long-term" means five years or Longer. The availability and reliability 01 
Service. aside from transmission constraints, must match the availability and reliability of designated unit. 
Iu - for intermediate-tenn service from a designated generating unit. The same as LU service except that "intermediate-term. means 
Longer than one year but Less than five years. 

KENTUCKY POWER COMPANY 
(2) n A  Resubmission 04/30/1999 

Avera e 
~mth~y iilling Jne Name of Company or Public ~uthor i ty Statistical FERC Rate 

No. (Footnote Affiliations) - crassifi- tabon Tariff Schedule Number or Demand (MW) 

FERC FORM NO. 1 (ED. 12-90) 

* .__.. 

Actual Demand (MW) 
vera e Avera e 

Mon& NC8 Demand Monthly C&man8 

page 310.10 

Subtotal RQ 

Aitachment 
Page 125 of 210 

KPSC Case No. 99- 149 
TC (1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 

0 



Os - for other service. use this category only for those services which cannot be placed in the above-defined categories. Such as all 
non-fim service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or 'true-ups" for service provided in prior reporting 
yean. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter 'Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column (a) after this Listing. Enter 
Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under 
which service. as identified in column (b). is provided. 
6. For requirements RQ sales and any type &service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d). the average monthly nonaincident peak (NCP) demand in column (e). and the average 
mOnthly coincident peak (CP) 
demand in column (9. For all other types of service, enter NA in columns (d), (e) and (9. Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (9 mUSt be in mqawafis. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including 
outof-period adjustments, in column (i). Explain in a footnote all components of the amount shown in column (i). Report in column (k) 
the btal charge shown on bills rendered to the purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4). and then totaled on 
the Last l ine of the schedule. The 'Subtotal - RQ" amount in column (9) must be reported as Requirements Sales For Resale on Page 
401. line 23. The "Subtotal - Non-RQ' amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 

10. Footnote entries as required and provide explanations following all required data. 

FERC FORM NO. 1 (ED. 12-90) Page 311.10 
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- - - . . - 
Name of Respondent This Re fl Is: Date of Repod 

KENTUCKY POWER COMPANY (2) n A Resubmission 04/30/1999 
(1) &in Original (Mo. Da. Y r )  

FERC FORM NO. I (ED. 12-90) 

Year of Report 
Oec. 31. 1998 

Attachment 

. 
e 

Page 310.11 

SALES FOR RESALE (Account 447) 

1. Report all sales for resale (i.e.* sales to purchasers other than ultimate consumers) transacted on a settlement basis other than , 

power exchanges during the year. Do not report exchanges of electricity ( i.e., transactions involving a balanung of debits and credits 
for energy. Capacity. etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote an) 
ownership interest or affiliation the respondent has with the purchaser. 
3. In cobmn (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis &e.. the 
supplier includes projected toad for this service in its system resource planning). In addition, the reliability of requirements Service mUSl 
be the same as. or second only to, the supplier's service to its own ultimate consumers. 
LF - for long-term service. 'Long-term' means five years or Longer and Vrm" means that service cannot be intempted for economic 
reasons and is intended to remain reliable even under adverse conditions (e.9.. the supplier must attempt to buy emergency energy 
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm Service which meets the 
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the 
earliest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that 'intermediate-term" means longer than one year but Less 
than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
one year or less. 
LU - for Long-term service from a designated generating unit. 'Long-term" means five years or Longer. The availability and reliability 0 
SeMCe. aside from transmission constraints, must match the availability and reliability of designated unit. 
Iu - for intermediateterm service from a designated generating unit. The same as LU service except that 'intermediate-term' means 
Longer than one year but Less than five years. 
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:. 

-7.021 1 -434.8361 -434.304 I -. .. . 
I -9< I I all 3 

Name of Respondent Date of Report Year of Report 
(Mo. Da. Yr) Dec. 31, 2 
04/30/1999 KENTUCKY POWER COMPANY 

SALES FOR RESALE (Account 447) (Conbnued) 

0 s  - for other service. use this category only for those services which cannot be placed in the above-defined ategofles. such as all 
n0n-fin-n service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote. 
AD - for Outof-period adjustment. Use this code for any accounting adjustments or "true-ups' for service provided in Prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ" 
in column (a). The remaining sales may then be listed in any order. Enter 'Subtotal-Non-RQ" in column (a) after this Listing. Enter 
Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k) 
5. In Column (c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or briffS under 
which service. as identified in column (b), is provided. 
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the 
average monthly billing demand in column (d). the average monthly nonainudent peak (NCP) demand in column (e), and the average 
monthly coincident peak (CP) 
demand in column (9. For all other types of service, enter NA in columns (d). (e) and (9. Monthly NCP demand is the maximum 
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute 
integration) in which the suppliet's system reaches its monthly peak. Demand reported in columns (e) and (9 must be in megawatts. 
Footnote any demand not stated on a megawatt basis and explain. 
7. Report in column (9) the megawatt hours shown on bills rendered to the purchaser. 
8. Report demand charges in column (h). energy charges in column (i). and the total of any other types of charges. including 
outof-period adjustments. in column 0). Explain in a footnote all components of the amount shown in column (i). Report in column (k) 
the total charge shown on bills rendered to the purchaser. 
9. The data in column (9) through (k) must be subtotaled based on the RQMon-RQ grouping (see instruction 4). and then totaled on 
the Last -line of the schedule. The 'Subtotal - RQ" amount in column (9) must be reported as Requirements Sales For Resale on Page 
401, line 23. The 'Subtotal - Non-RQ' amount in column (9) must be reported as Non-Requirements Sales For Resale on Page 
40l.iine 24. 
10. Footnote entries as required and provide explanations following all required data. 
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Name 01 nesponoeni Inis He n IS: Dale 01 Hewn 

KENTUCKY POWER COMPANY 1 (1) $".. Original (Mo. Da. Y r )  
Year 01 Repon 
Dec. 31. 1998 

(2) n A Resubmission 

I I I I I 

2 (Wisconsin Power CO. 10s I Note 1 I I I 

04/30/1999 

1. Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than 
power exchanges during the year. Do not report exchanges of electricity ( Le., transactions involving a balancing of debits and credits 
for energy. capacity, etc.) and any settlements for imbalanced ex&anges on this schedule. Power exchanges must be rewried on the 
Purchased Power schedule (Page 326-327). 
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any 
ownership interest or affiliation the respondent has with the purchaser. 
3. In column (b), enter a Statistical Classification Code based On the original contractual terms and conditions of the Service as follows: 
RQ -for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e.. the 
supplier includes projected toad for this service in its system resource planning). In addition. the reliability of requirements Service must 
be the same as. or second only to. the supplier's service to its own ultimate consumers. 
LF - for tong-term service. "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic 
reasons and is intended to remain reliable even under adverse conditions (e.g.. the supplier must attempt to buy emergency energy 
from third Parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the 
definition of RQ service. For all transactions identified as LF. provide in a footnote the termination date of the contract defined as the 
artiest date that either buyer or setter can unilaterally get out of the contract. 
IF - for intermediate-term firm service. The same as LF service except that 'intermediate-term' means longer than one year but Less 

than five years. 
SF - for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is 
one year or less. 
LU - for Long-term service from a designated generating unit. 'Long-term' means five years or Longer. The availability and reliability 01 
service. aside from transmission constraints. must match the availability and reliability of designated unit. - for intermediateterm service from a designated generating unit. The same as LU service except that 'inteImf3diate-term" means 
Longer than one year but Less than five years. 

Line 
No. 
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Actual Demand (MW) Name of Company or Public Authority Statistical FERC Rate Monthly *ve=g. tllrng 
(Footnote Affiliations) -'cabon cb+ifi- Tariff Scheduleor Number Demand (MW) Monthr$%emand Mon&~!&manl 

FERC FORM NO. I (ED. 12-90) 

3 

5 
6 

7 

Page 310.12 

WPS Energy Services. Inc. os Note 1 
4 w v P  os Note 1 

AES Power. Inc. os Note 1 
Citizens Lehman Power Sales os Note I 
PECO Energy, Inc. os Note I 

Subtotal RQ 

Subtotal non-RQ 

Total 

0 0 

0 -  0 

0 0 
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Name of Respondent This R F Z l S r I  
( I )  x An Onginal 
(2) n A Resubmission KENTUCKY POWER COMPANY 

Year of Repon 
Dec. 31, 1998 (Mo. Date Da, of Report Yr) 

04/30/1999 

FERC FORM NO. 1 (ED. 12-90) 
a .  

80.526 

4,802.751 

4,803,277 

Page 311.12 

1.429.101 1,020.908 ?lorn 2,471,669 

1.101.177 78,984,949 4.763.168 84,929,294 

87,400,963 2.610.278 80,005,857 4,704,828 
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Name 01 Kesponoenl inis ne on IS. Uale ot Report 

KENTUCKY POWER COMPANY 
(1)  d~n Original (Mo. Da, Yr) 

Year 01 Kepon 
Dec.31. lgg8 

~~~ 

A m O U t E  in column J(0ther Charges) from Page 311 Line 1 through Page 311.12 Line 4 Represent Transmission and 
Ancillary Charges Associated With Account 4 4 1  

310 9 C I 
NOTE 1 - AEP Power Sales Tariff, AEP Companies FERC Electric Tariff Original Volume 2 

310.12 5 i 1 

(2) n A Resubmission 

Represents Coal Conversion Services and Related Transmission and Ancillary Charges 

04/30/1999 

. 

Page 
Number 

(a) 
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a .  Page 450 FERC FORM NO. 1 (ED. 12-87) 



This Re d IS: 1 (1) &in Original 
Name of Respondent 

KENTUCKY POWER COMPANY 131 n A  Resubmission 

Date of Report 
(Mo. Da. Yr) Dec. 31. 2 Year of Repod 

_._... 
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Date 01 KePOn 
(Mo. Da. Yr) 

Tnis He ofl Is: 
(1) dh Original 

Name ot Hesponoenl 
tear 01 mepart 
Dec. 31, 1998 

FERC FORM NO. I (ED. 12-93) 

KENTUCKY POWER COMPANY 

Page 321 

(2) n A  Resubmission 04/30/1999 
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._ .. ~ - -  
Name of Respondent I KENTUCKY POWER COMPANY 

.. .. .. __ 

121 n A Resubmission 

I I I I 

FERC FORM NO. I (ED. 12-93) Page 322 
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I 

NUMBER OF ELECTRIC DEPARTMENT EMPLOYEES 

1. The data on number of employees should be reported 
for the payroll period ending nearest to October 31, or any 
payroll period ending 60 days before or after October 31. 

2. If the respondent's payroll for the reporting period 
indudes any special &nstruction personnel: include such 
employes on line 3, and show the number of such special 

construction employees in a footnote. 
3. The number of employees assignable to the electric 

department from joint functions of combination utilities may 
be determined by estimate, on the basis of employee q u i -  
valents. Show the estimated number of equivalent employees 
attributed to the electric department from joint functions. 

1. Paymll Period Ended (Date) 

2. Total Regular Full-Time Employees 

3. Total Part-lime and Temporary Employees 

4. TotalEmployees 

12l311199a 

690 

2 

692 

---__ 

Line 
I No. 

lrss 

I 1  

FERC FORM NO. 

@ .... 
(ED. 12-93) 

I 

Page 323 

I 
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,COUNT 50199 

Date of Report 
(Mo. Da. Yr) 
04/30/1999 

This Re 
(1) &'&ginat 

lame of Respondent 

acludes a credit pertaining to Deferred Fuel Costs of $448,760 applicable to the Current Year. 

120 5 C I 

Year of Report 
Dec. 31, lgg8 

:cow 50199 

ENTUCKY POWER COMPANY 

acludes a credit pertaining to Deferred Fuel Costs of 51.304.170 
pplicable to the previous year. 

:20 162 b 

Zarges to Account 930.1 - General Advertising Expenses, include 
Jsts for advertising as usually defined (i.e., newspaper, radio 
ad television advertisements), as well as other public affairs 
lrpenditures of a general informational or educational nature 
hich are included in this account in accordance with FERC 
ccounting requirements. Of the total charged to t h i s  account in 
998 $17:194 wan related to advettieing as usually defined and $96,911 Was 
elated to other activities. 

I 

(2) n A  Resubmission 

Page 
Number 

(a) 

FERC FORM NO. 1 (ED. 12-87) Page 450 

Item (row) Column 
Number Number 

(b) (C) 



KENTUCKY POWEl 

5 
6 
7 

8 

PU CHA EDPOWER ACcount555) VntuJng power exAanges) 

I 

AEP System Power Pod (4) os APCO 20 NIA NIA N 
AES Power Inc os (3) NIA NIA h 

AmerenComomtion os IMPCO 67 N/A NIA c 
Allegheny Power System os (3) NIA NIA h 

1. Report all power purchases made during the year. Also report exchanges of electricity (Le., transactions involving a balancing Of 

debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges. 
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name Or Use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller. 
3. In dUmn (b). enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projects load for this service in its system resource planning). In addition. the reliability of requirement Service must 
be the same as, or second only to, the suppliefs service to its own ultimate consumers. 

LF - for long-term firm service. "Long-term' means five years or longer and "firm" means that service cannot be intempted for 
0WMmiC reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
energy from third palties to maintain deliveries of LF service). This category should not be used for long-term firm service firm Service 
which meets the definition of RQ service. For all transaction identified as LF. provide in a footnote the termination date of the contract 
defined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

IF - for intermediate-term firm service. The same as LF service expect that "intermediateterm" means longer than one year but less 
than five years. 
SF - for short-term service. Use this category for all firm services, where the duration of each period of commitment for service is one 
year or less. 

L u  - for long-term service from a designated generating unit. "Long-term" means five years or longer. The availability and reliability Of 

Service. aside from transmission constraints. must match the availability and reliability of the designated unit. 

Iu - for intermediate-term service from a designated generating unit. The same as LU service expect that 'intermediatetern' means 
longer than one year but less than five years. 

EX - For exchanges of electricity. Use this categoly for transactions involving a balancing of debits and credits for energy, capacity. 
BtC. and any settlements for imbalanced exchanges. 

OS - for other service. Use this category only for those services which cannot be placed in the abovedefined categories, such as all 
nokfirm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote for each adjustment. 

9 
10 

11 

I 
NIA NIA N 3 Indianapolis Power 8 Light (IF IMPCO 21 

4 1 

I 

NIA NIA c American Energy Solutions os (3) 

American Municipal Power os OPCO 74 NIA NIA E 
NIA NIA P AMOCO Energy Trading Corp os (3) 

12 

13 

14 

NIA NIA I 
NIA NIA f 

NIA NIA I 

I 

I 

Aquila os (3) 
Assodated Electric Coop. Inc os (3) 
AUan6c Electnc os (3) 
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(1) $/w Original (Mo, Da. Yr) 
KENTUCKY POWER COMPANY 04/30/1999 

yean. Provide an explanation in a footnote for each adjustment. 

In column (c), identify the FERC Rate Schedule Number or tariffs, or, for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract. On separate lines. list all FERC rate schedules, tariffs or contract designations under which Service. as 
identified in column (b). is provided. 
For requirements RQ purchases and any type of services involving demand charges imposed on a monthly (or longer) basis, enter the 
monthly average billing demand in column(d). the average monthly non- coincident peak (NCP) demanding in column (e), and the 
average monthly coincident peak (CP) demand in column (r). For all other types of service, enter NA in columns (d). (e) and (r). 
Monthly NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered 
demand during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in rendered 
to the respondent. Report in column (h). and (i) the megawatt hours of power exchanges received and delivered, used as the basis for 
settlement. Do not report net exchange. 
4. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, indude an appmpriate 
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which SeWiCe. as 
identified in column (b), is provided. 
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter 
the monthly average billing demand in column (d). the average monthly noncoincident peak (NCP) demand in column (e). and the 
average monthly coincident peak (CP) demand in column (f). For all other types of service, enter NA in columns (d). (e) and (9. Monthly 
NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand 
during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (0 
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
6. Report in column (g) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatthours 
of power exchanges received and delivered, used as the basis for settlement. Do not report net exchange. 
7. Report demand charges in column 0). energy charges in column (k). and the total of any other types of charges. including 
out-f-period adjustments, in column (I). Explain in a footnote all components of the amount shown in column (I). Report in column (m) 
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the Settlement 
amount for the net receipt of energy. If more energy was delivered than received. enter a negative amount. If the settlement amount (1) 
indude credits or charges other than incremental generation expenses. or (2) excludes certain credits or charges covered by the 
agreement, provide an explanatory footnote. 
8. The data in column (9) through (m) must be totalled on the last line of the schedule. The total amount in column (g) must be 
reported as Purchases on Page 401. line 10. The total amount in column (h) must be reported as Exchange Received on Page 401 I 
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13. 
9. Footnote entries as required and provide explanations following all required data. 

Megawatt ~oun 

-.._ 

I . 

e .  
~ o t a i  (j+k+l) Line POWER EXCHANGES REVENUE - . .L__.A MeaaWattHows I MecaWatlHoun 1 DemandChames I Ener~yCharges I OtherCharges r,fr,,,s --,, N~ 

Dec. 31. 1998 

I I I I . .  (9) (h) (0 UI 

7 R9Q Qd I 1 I ti7 SI n.4 I 67.291.d 

I I 
271) 3.474 3.473 

I I 
I I 

670.534 9,672,934 9,672,934 

3,814 140.227 140.227 
3.641 163.887 163,887 

141 

-1.01 q 8,101 8,101 
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Dec. 31. 1998 (Mo. Da, Yr) 

iual Demand (MW) 
Schedule 01 Monthly Billing verage verage .._.I".", -..p#u.,, .dl I """".""I.,".., 
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KENTUCKY POWER COMPANY 
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Name of Respondent Date 01 R e W  
(Mo, Da. Yr) 

KENTUCKY POWER COMPANY 04/30/1999 

- for Out*f-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
years. Provide an explanation in a footnote for each adjustment 

In column (c), identify the FERC Rate Schedule Number or tariffs. or. for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract. On separate lines, list all FERC rate schedules. tariffs or contract designations under which service, as 
identified in column (b), is provided. 
For requirements RQ purchases and any type of services involving demand charges imposed on a monthly (or longer) basis, enter the 
monthly average billing demand in column(d), the average monthly non- coincident peak (NCP) demanding in column (e). and the 
average monthly coincident peak (CP) demand in column (0. For all other types of service, enter NA in columns (d), (e) and (f). 
Monthly NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered 
demand during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in rendered 
to the respondent. Report in column (h), and (i) the megawatt hours of power exchanges received and delivered, used as the basis for 
settlement. Do not report net exchange. 
4. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers. include an appropriate 
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service. as 
identified in column (b). is provided. 
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter 
the monthly average billing demand in column (d), the average monthly noncoincident peak (NCP) demand in column (e). and the 
average monthly coincident peak (CP) demand in column (0. For all other types of service, enter NA in columns (d). (e) and (0. Monthly 
NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand 
during the hour (Wminute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (fl 
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
6. Report in column (9) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatthours 
of power exchanges received and delivered. used as the basis for settlement. Do not report net exchange. 
7. Report demand charges in column 0). energy charges in column (k). and the total of any other types of charges, including 
outof-period adjustments, in column (I). Explain in a footnote all components of the amount shown in column (I). Report in column (m) 
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the Settlement 
amount for the net receipt of energy. If more energy was delivered than received, enter a negative amount If the settlement amount (I) 
indude credits or charges other than incremenq generation expenses, or (2) excludes certain credits or charges covered by the 
agreement. provide an explanatory footnote. 
8. The data in column (g) through (m) must be totalled on the last line of the schedule. The total amount in column (9) must be 
WOrted as Purchases on Page 401, line 10. The total amount in column (h) must be reported as Exchange Received on Page 401. 
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13. 
9. Footnote entries as required and provide explanations following all required data. 
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Total l _ i  

debits and credits for energy, capacity. etc.) and any settlements for imbalanced exchanges. 
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name Or use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the Seller. 
3. In column (b). enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projects load for this service in its system resource planning). In addition, the reliability of requirement Service must 
be the same as, or second only to, the supplier's service to its own ultimate consumers. 

LF - for long-term firm service. 'Long-term' means five years or longer and "firm" means that service cannot be intempted for 
economic reasons and is intended to remain reliable even under adverse conditions (e.g.. the supplier must attempt to buy emergency 
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm Service 
Which meets the definition of RQ service. For all transaction identified as LF, provide in a footnote the termination date of the contract 
defined as the eadiest dale that either buyer or seller can unilateralfy get out of the contract. 

IF - for intermediate-term firm service. The same as LF service expect that 'intermediate-term" means longer than one year but less 
than five years. 
SF - for short-term service. Use this category for all firm services. where the duration of each period of commitment for service is one 
year or less. 

LU - for long-term service from a designated generating unit. "Long-term' means five years or longer. The availability and reliability Of 
Service, aside from transmission constraints, must match the availability and reliability of the designated Unit. 

IU - for intermediate-term service from a designated generating unit. The same as LU service expect that "intermediate-term" means 
longer than one year but less than five years. 

Name 01 nesponoeni lnis He rt Is: Dale ot Report 
(1) &in Original (Mo. Da. Yr) 

e--.. 

Year of Report 
Dec. 31, 1998 

- For exchanges of electricity. Use this category for transactions involving a balanang of debits and credits for energy, =Pacity. 
etc. and any settlementsfor imbalanced exchanges. 

3s - for other service. Use this category only for those services which cannot be placed in the above-defined categories. such as all 
Ron-firm Sewice regardless of the Length of the contract and sewice from designated units of Less than one year. Describe the nature 
Df the service in a footnote for each adjustment. 

KENTUCKY POWER COMPANY (2) n A  Resubmission 04/30/1999 

I 

Average 
Monthly 8illinQ Jne Name of Company or Public ~ u l ~ m i t y  statistid FEW Rate Classifr- Scheduleor 

No. (Foobwte Affiliations) cation Tariff Number Demand (MW) 
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Name ot Respondent This Re rt Is: Dale of Report 
KENTUCKY POWER COMPANY (1) & Original (Mo. Da. Yr) 

04/30/1999 

Year of Report 
Dec. 31. 1998 

FERC FORM NO. 1 (ED. 12-90) 

- . 

PU tinued) 

AD - for outaf-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
years. Provide an explanation in a footnote for eachadjustment. .. . 

In column (c), identify the FERC Rate Schedule Number or tariffs, or, for non-FERC jurisdictional sellers. include an appropriate 
designation for the contract. On separate lines. list ail FERC rate schedules, tariffs or contract designations under which Service. as 
identified in column (b). is provided. 
For requirements RQ purchases and any type of services involving demand charges imposed on a monthly (or longer) basis, enter the 
monthly average billing demand in column(d). the average monthly non- coincident peak (NCP) demanding in column (e). and the 
average monthly coincident peak (CP) demand in column (Q. For all other types of service, enter NA in columns (d). (e) and (9. 
Monthly NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered 
demand during the hour (60-minute integration) in which the suppliets system reaches its monthly peak. Demand reported in rendered 
to the respondent. Report in column (h), and (i) the megawatt hours of power exchanges received and delivered. used as the basis for 
settlement. Do not report net exchange. 
4. In column (c). identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers. include an appropriate 
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under Which Service. as 
identified in column (b), is provided. 
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter 
the monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the 
average monthly coincident peak (CP) demand in column (9. For all other types of service, enter NA in columns (d). (e) and (9. Monthly 
NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand 
during the hour (60-minute integration) in which the suppliets system reaches its monthly peak. Demand reported in columns (e) and (f) 
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
6. Report in column (9) the megawatthours shown on bills rendered to the respondent Report in columns (h) and (i) the megawatthours 
of power exchanges received and delivered. used as the basis for settlement. Do not report net exchange. 
7. Report demand charges in column (i). energy charges in column (k), and the total of any other types of charges, induding 
outaf-period adjustments, in column (I). Explain in a footnote all components of the amount shown in column (I). Report in column (m) 
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the Settlement 
amount for the net receipt of energy. If more energy was delivered than received. enter a negative amount. If the settlement amount (I) 
include credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the 
agreement, provide an explanatory footnote. 
8. The data in column (9) through (m) must be totalled on the last line of the schedule. The total amount in column (g) must be 
reported as Purchases on Page 401, line 10. The total amount in column (h) must be reported as Exchange Received on Page 401, 
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401. line 13. 
9. Footnote entries as required and provide explanations following all required data. 
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- .  
Dale 01 Report 
(Mo. Da, Yr) 

KENTUCKY POWER COMPANY 04/30/1999 

Year 01 Kepofl 
Dec. 31, 1998 

Total 

'Name of Respondent 

pu8:L%g?a%F&i~yt 555' 

1. Report all power purchases made during the year. Also report exchanges of electricity (Le., transactions involving a balancing of 
debits and credits for energy, capacity. etc.) and any settlemerlts for imbalanced exchanges. 
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name Or use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller. 
3. In column (b). enter a Statistical Classification Code based on the original contractual terms and conditions of the service as fO~~OWS: 

FERC FORM NO. 1 (ED. 12-90) 

. _  

Page 326.3 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projects load for this service in its system resource planning). In addition. the reliability of requirement service must 
be the same as. or second only to, the supplier's service to its own ultimate consumers. 

LF - for long-term firm service. "Long-term' means five years or longer and "firm' means that service cannot be interrupted for 
efY3nOmiC reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm Service firm Service 
which meets the definition of RQ service. For all transaction identified as LF, provide in a footnote the termination date of the contract 
defined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

IF - for intermediate-term firm service. The Same as LF service expect that "intermediate-term" means longer than one year but less 
than five years. 
SF - for short-term service. Use this category for all firm services. where the duration of each period of commitment for service is one 
year or less. 

LU - for long-term service from a designated generating unit. 'Long-term" means five years or longer. The availability and reliability of 
senrice. aside from transmission constraints, must match the availability and reliability of the designated unit. 

IU - for intermediateterm service from a designated generating unit. The same as LU service expect that 'intennediate-term" means 
longer than one year but less than five years. 

EX - For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy, capacity, 
etc. and any settlements for imbalanced exchanges. 

OS - for other service. Use this category only for those services which cannot be placed in the abovedefined categories. such as all 
Iwn-fifm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote for each adjustment. 
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, 

AD - for out*f-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
Yeas. Provide an explanation in a footnote for each adjustment. 

In column (c), identify the FERC Rate Schedule Number or tariffs, or, for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which sewice, as 
identified in column (b), is provided. 
For requirements RQ purchases and any type of services involving demand charges imposed on a monthly (or longer) basis, enter the 
monthly average billing demand in column(d), the average monthly non- coincident peak (NCP) demanding in d" In  (e). and the 
average monthly coincident peak (CP) demand in column (9. For all other types of service, enter NA in columns (d). (e) and (9. 
Monthty NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered 
demand during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in rendered 
to the respondent. Report in column (h). and (i) the megawatt hours of power exchanges received and delivered, used as the basis for 
settlement. Do not report net exchange. 
4. In column (c). identify the FERC Rate Schedule Number or Tariff. or, for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract. On separate lines. list all FERC rate schedules. tariffs or contract designations under which Service, as 
identified in column (b), is provided. 
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter 
the monthly average billing demand in column (d), the average monthly noncaincident peak (NCP) demand in column (e), and the 
average monthly coincident peak (CP) demand in column (r). For all other types of service, enter NA in columns (d), (e) and (0. Monthly 
NCP demand is the maximum metered hourly (6O-minute integration) demand in a month. Monthly CP demand is the metered demand 
during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (r) 
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
6. Report in column (9) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatUlours 
of power exchanges received and delivered, used as the basis for settlement. Do not report net exchange. 
7. Report demand charges in column (j). energy charges in column (k). and the total of any other types of charges, including 
outof-period adjustments. in column (I). Explain in a footnote all components of the amount shown in column (I). Report in column (m) 
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the settlement 
amount for the net receipt of energy. I f  more energy was delivered than received. enter a negative amount. If the settlement amount (1) 
indude credits or charges other than incrementaLgeneration expenses. or (2) excludes certain credits or charges covered by the 
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Name 01 nesponaent 

KENTUCKY POWER COMPANY 04/30/1999 

Dale 01 Kepon 
(Mo. Da. Yr) 

debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges. 
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name 01 Use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the Seller. 
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service a5 fOl~OWS: 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e.. the 
supplier includes projects load for this service in its system resource planning). In addition. the reliability of requirement Service must 
be the same as. or second only to, the supplier's service to its own ultimate consumers. 

LF - for long-term firm service. "Long-term" means five years or longer and "firm" means that service cannot be interrupted for 
e m " n i C  reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 

from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm Service 
which meets the definition of RQ service. For all transaction identified as LF, provide in a footnote the termination date of the contract 
defined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

IF - for intermediate-term firm service. The same as LF service expect that "intermediate-term' means longer than one year but less 
than five years. 
SF - for short-term service. Use this category for all finn services, where the duration of each period of commitment for service is one 
year or less. 

L u  - for long-term service from a designated generating unit. "Long-term" means five years or longer. The availability and reliability Of 
service, aside from transmission constraints. must match the availability and reliability of the designated unit. 

IU - for intermediate-term service from a designated generating unit. The same as LU service expect that "intermediate-term" means 
longer than one year but less than five years. 

EX - For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy, capacity, 
etc. and any sefflemeots for imbalanced exchanges. 

0s - for other service. Use this category only for those services which cannot be placed in the above-defined categories. such as all 
non-firm Service regardless of the Length of the conbact and service from designated units of Less than one year. Describe the nature 
of the service in a footnote for each adjustment. 

I ear 01 nepon 
Dec. 31, 1998 

. 
I I I I I 

FERC FORM NO. 1 (ED. 12-90) Page 326.4 

Attachment 
Page 145 of 210 

KPSC Case No. 99- 149 
TC (1 st Set) 

Order Dated April 22, 1999 
Item No. 3s 



* Name of Respondent This Re ti Is: Date of Report 

KENTUCKY POWER COMPANY (1) $".1 Original (Mo. Da. Yr) 
04/30/1999 

Year of Report 
Dec. 31. 1998 
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(Mo. Da. YO 
KENTUCKY POWER COMPANY 04/30/1999 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the 
supplier includes projects load for this service in its system resource planning). In addition, the reliability Of requirement service must 
be the same as, or second only to. the supplier's service to its own ultimate consumers. 

Dec. 31, 1998 

LF -for long-term firm service. 'Long-term" means five years or longer and "firm" means that service cannot be interrupted for 
eCOnOmic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm Service 
which meets the definition of RQ service. For all transaction identified as LF. provide in a footnote the termination date of the contract 
defined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

IF - for intermediate-term firm service. The same as LF service expect that "intermediate-term" means longer than one year but less 
han five years. 
SF - for short-term service. Use this category for all firm services, where the duration of each period of commitment for service is one 
fear or less. 

-u - for long-term service from a designated generating unit. 'Long-term' means five years or longer. The availability and reliability Of 
service. aside h m  transmission constraints. must match the availability and reliability of the designated unit. 

IU - for intermediate-term service from a designated generating unit. The same as LU service expect that 'intermediate-term" means 
longer than one year but less than five years. 

EX - For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy, capacity. 
?IC. and any settlements for imbalanced exchanges. 

3s - for other service. Use this category only for those services which cannot be placed in the abovedefined categories. such as all 
Wn-firin Service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
If the Service in a footnote for each adjustment. 
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Name of Respondent This Re rt Is: Date of Report Year of Report 

KENTUCKY POWER COMPANY (1) $"A. onginat (Mo. Da. Yr) Oec. 31, 5 
04/30/1999 

PU 

AD - for outof-period adjustment. Use this code for any awunting adjustments or "true-ups" for service provided in Prior reporting 
years. Provide an explanation in a footnote for each adjustment. 

In column (c). identify the FERC Rate Schedule Number or tariffs, or, for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service. as 
identified in column (b), is provided. 
For requirements RQ purchases and any type of services involving demand charges imposed on a monthly (or longer) basis, enter the 
monthly average billing demand in column(d), the average monthly non- coincident peak (NCP) demanding in column (e). and the 
average monthly coincident peak (CP) demand in column (f). For all other types of service. enter NA in columns (d). (e) and (f). 
Monthly NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered 
demand during the hour (60-minute integration) in which the supplier% system reaches its monthly peak. Demand reported in rendered 
to the respondent. Report in column (h). and (i) the megawatt hours of power exchanges received and delivered, used as the basis for 
settlement. Do not report net exchange. 
4. In column (c). identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which Service. as 
identified in column (b), is provided. 
5. For requirements RO purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis. enter 
the monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e). and the 
average monthly coincident peak (CP) demand in column (0. For all other types of service, enter NA in columns (d). (e) and (r). Monthly 
NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand 
during the hour (60-minute integration) in which the suppliefs system reaches its monthly peak. Demand reported in columns (e) and (? 
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
6. Report in column (9) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the m e g ~ w a ~ o u ~  
of pwer  exchanges received and delivered, used as the basis for settlement. Do not report net exchange. 
7. Report demand charges in column (i). energy charges in column (k). and the total of any other types of charges, induding 
outofperiod adjustments. in column (f). Explain in a footnote all components of the amount shown in column (I). Report in column (m) 
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the settlement 
amount for the net receipt of energy. If more energy was delivered than received. enter a negative amount. If the Settlement amount (I] 
indude credits or charges other than incrementdgeneration expenses, or (2) excludes certain credits or charges covered by the 
agreement. provide an explanatory footnote. 
8. The data in column (9) through (m) must be totalled on the last line of the schedule. The total amount in column (g) must be 
reported as Purchases on Page 401, line 10. The total amount in column (h) must be reported as Exchange Received On Page 401 I 
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13. 
9. Footnote entries as required and provide explanations following all required data. 
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hame 01 nesponoent inis ne n IS: Uate 01 KeWn iear 01 nepon I (1) &in Original KENTUCKY POWER COMPANY 

(2) n A Resubmission 

FERC FORM NO. 1 (ED. 12-90) 

(Mo. Da. Yr) 
04/30/1999 

Dec. 31, 1998 

Page 326.6 
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Attachment 

0s - for other service. Use this category only for those services which cannot be placed in the abovedefined categories, such as all 
nOn-firm Service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
of the service in a footnote for each adjustment. 
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(1) &in Original (Mo. Da. Yr) 
04/30/1999 KENTUCKY POWER COMPANY 

100,620,299 100,62029 3899.973 j 1 

Dec. 31, 1998 

I 
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Name 01 Hesponaenl 1 nls He ort IS: 
(1) $An Original 

Date 01 Repon 
(Mo. Da, Yr) 

1. Report all power purchases made during the year. Also report exchanges of electricity &e.. transactions involving a balancing Of 
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges. 
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name Or use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller. 
3. In cohmn (b). enter a Statistical Classification Code based on the original contractual terms and conditions Of the service as fOl~OWS: 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e.. the 
supplier includes projects load for this service in its system resource planning). In addition, the reliability of requirement Selvice must 
be the same as, or second only to. the supplier's service to its own ultimate consumers. 

LF - for long-term firm service. 'Long-term" means five years or longer and "firm" means that service cannot be interrupted tor 
economic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm Service 
which meets the definition of RQ service. For all transaction identified as LF, provide in a footnote the termination date of the contract 
defined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

IF - for intermediateterm firm service. The same as LF service expect that 'intermediate-term" means longer than one year but less 
han five years. 
SF - for short-term service. Use this category for all firm services. where the duration of each period of commitment for service is one 
p a r  or less. 

-u - for long-term service from a designated generating unit. 'Long-term' means five years or longer. The availability and reliability Of 
fWViC8. aside from transmission constraints. must match the availability and reliability of the designated unit. 

Iu - for intermediate-term service from a designated generating unit. The same as LU service exped that 'intermediateterm" means 
longer than one year but less than five years. 

EX - For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy, capacity. 
stc. and any settlements for imbalanced exchaqes. 

3s - for other service. Use this category only for those services which cannot be placed in the abovedefined categories, such as all 
Wn-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature 
3f the Service in a footnote for each adjustment. 

rear 01 nepon 
Dec. 31, 1998 

Average Actual Demand (MW) 
Monthly Billing Average Average No. (Footnote Affiliations) Tariff Number I Demand (MW) Monthlv NCP &man Monlhly CP Demar 

jne I Name of Company o( Public Authocity 

KENTUCKY POWER COMPANY (2) n A  Resubmission 

Total 

04/30/?999 
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Name 01 Hesponaent ;,y Re&n Is: Dale of Report Year of Repon 
' 

KENTUCKY POWER COMPANY Dec. 31, 2 n (Mo.Da. Yr) Original 
04/30/1999 

PU (Continued) 

AD - for out-of-period adjustment. Use this code for any accounting adjustments or Yrueups" for service provided in prior reporting 
years. Provide an explanation in a footnote for each adjustment. 

In column (c), identify the FERC Rate Schedule Number or tariffs, or, for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract. On separate lines. list all FERC rate schedules, tariffs or contract designations under which Service, as 
identified in column (b), is provided. 
For requirements RQ purchases and any type of services involving demand charges imposed on a monthly (or longer) basis, enter the 
monthly average billing demand in column(d), the average monthly non- coincident peak (NCP) demanding in column (e), and the 
average monthly coincident peak (CP) demand in column (0. For all other types of service, enter NA in columns (d). (e) and (f). 
Monthly NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered 
demand during the hour (60-minute integration) in which the suppliefs system reaches its monthly peak. Demand reported in rendered 
to the respondent. Report in column (h). and (i) the megawatt hours of power exchanges received and delivered, used as the basis for 
settlement. Do not report net exchange. 
4. In Column (c). identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appWJriate 
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which Service, as 

, enter NA in columns (d). (e) and (9. Monthly 
Monthly CP demand is the metered demand 
peak. Demand reported in columns (e) and (f 

energy was delivered than received, enter a negative amount. If the settlement amount (I] 
nueneration expenses, 0: (2) excludes certain credits or charges covered by the 

on the last line of the schedule. The total amount in column (9) must be 
amount in column (h) must be reported as Exchange Received on Page 401, 

.. .. 
4.211 199.1 

1q 4 48q 11 

3,5844 91.474 91,4741 12 
4.377( 317.4 317.54 13 

I I I I I I 

2,184 I I I 76,34 I 

I 3.899.973 I 
I I I I I I I 1 I 
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kame 01 Kesponoent ;,l!;S Kefl IS: Date 01 Hewn 
X An Original (Mo. Da. Yr) 

debits and credits for energy, capacity. etc.) and any settlements for imbalanced exchanges. 
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name Or use 
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller. 
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows: 

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis &e.. the 
supplier includes projects load for this service in its system resource planning). In addition, the reliability of requirement Service must 
be the same as, or second only to, the supplier's service to its own ultimate consumers. 

LF - for long-term firm service. "Long-term" means five years or longer and 'firm" means that service cannot be intempted for 
eConOmiC reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency 
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm Service 
which Mets the definition of RQ service. For all transaction identified as LF, provide in a footnote the termination date of the Contract 
defined as the earliest date that either buyer or seller can unilaterally get out of the contract. 

IF - for intermediate-term firm service. The same as LF service expect that 'intermediate-term' means longer than one year but less 
than five years. 
SF - for short-term service. Use this category for all firm services, where the duration of each period of commitment for service is one 
year or less. 

LU - for long-term service from a designated generating unit. 'Long-term" means five years or longer. The availability and reliability Of 
service. aside from transmission constraints, must match the availability and reliability of the designated unit. 

IU - for intermediate-term service from a designated generating unit. The same as LU service expect that "intermediateterm" means 
longer than one year but less than five years. 

u( - For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy. capacity. 
etc. and any settlements for imbalanced exchanges. 

OS - for other service. Use this category only for those services which cannot be placed in the above-defined categories, such as all 
nO*fiffn Service regardless of the Length of the contract and service fmm designated units of Less than one year. Describe the nature 
of the service in a footnote for each adjustment. 

e- 

iear 01 nepon 
Dec. 31, 1998 KENTUCKY POWER COMPANY (2) n A  Resubmission 

I I I I I 

4 I East Kentucky Power Coop (os (KPCO 14 I N/A I NIA N> I 
S I  I I I I 

04/30/1999 

Line 
No. 

1 

2 
3 

11 
12 
13 
14 

I 

_ I  

Actual Demand (MW Average 
Monthly Billing ' Average Average 

Name of Company ci Public Authaily statistical FERC Rate 
Chssifi- Schedule or 

(Footnote rwiliitions) cation Tariff Number Demand (MW) Monthly NCP Demanc Monthly CP Deman 

N/A NIA NI 
(a) (b) (C) (d ) (e) (0 

W m s i n  Public Power, Inc os (3) 
WPS Energy Services os (3) N/A N/A NI 

I I Total 

7 

0 

9 

10 

I 

Misc Adjustments to MWH (5) 

I 

6 Loop Regulation Energy 

I 

N/A N/A N 

I 
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Name of Respondent This Re rt Is: Date of Report 

KENTUCKY POWER COMPANY 04/30/1999 
(1) &Original (Mo. Da. Yr) 

FERC FORM NO. 1 (ED. 12-90) 

Year of Report 
Dec. 31, 1998 

Page 327.8 
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In cobmn (c), identify the FERC Rate Schedule Number or tariffs, or, for non-FERC jurisdictional sellers, include an appropriate 
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which sewice. as 
identified in column (b). is provided. 
For requirements RQ purchases and any type of services involving demand charges imposed on a monthly (or longer) basis, enter the 
monthly average billing demand in column(d). the average monthly non- coincident peak (NCP) demanding in column (e). and the 
average monthly coincident peak (CP) demand in column (f). For all other types of service. enter NA in ~ IUmnS (d). (e) and (0. 
Monthly NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered 
demand during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in rendered 
10 the respondent. Report in column (h), and (i) the megawatt hours of power exchanges received and delivered, used as the basis for 
settlement. Do not report net exchange. 
4. In column (c). identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate 
jeSigfIatiOn for the contract. On separate lines, list all FERC rate schedules. tariffs or contract designations under which service. as 
identified in column (b). is provided. 
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter 
he  monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the 
average monthly coincident peak (CP) demand in column (9. For all other types of service, enter NA in columns (d). (e) and (0. Monthly 
VCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand 
juring the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (r) 
nust be in megawatts. Footnote any demand not stated on a megawatt basis and explain. 
5. Report in column (9) the megawatthours shown on bills rendered to the respondent Report in columns (h) and (i) the megawatthours 
3f power exchanges received and delivered, used as the basis for settlement. Do not report net exchange. 
7. Report demand charges in column 0) .  energy charges in column (k). and the total of any other types of charges, induding 
Dutd-period adjustments, in column (I). Explain in a footnote all components of the amount shown in column (I). Report in column (m) 
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the Settlement 
amount for the net receipt of energy. If more energy was delivered than received, enter a negative amount If the settlement amount (1) 
include credits or charges other than increment&generatjon expenses, or (2) excludes certain credits or charges covered by the 
agreement, provide an explanatory footnote. 
3. The data in column (9) through (m) must be totalled on the last line of the schedule. The total amount in column (9) must be 
'eported as Purchases on Page 401, line 10. The total amount in column (h) must be reported as Exchange Received on Page 401 I 

ine 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401. line 13. 
9. Footnote entries as required and provide explanations following all required data. 
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haine oi nrsqoiioent {T K r  1s. uaie oi nepon 
KENTUCKY POWER COMPANY 

An Original (Mo. Da. Yr) 
teal V I  ncvwr 

Dec.31. 1g98 
(2) n A  Resubmission O4f30f 1999 

Furchased power transferred losses -14,067 
Unit power losses (net1 4,880 
REP System Power Pool losses (net) 2,104 
Unit Energy and Miscellaneous 6.092 

(b) (C) I 
326 1 a 

( 3 )  AEP Power Sales Tariff - REP Companies FERC Electric Tariff Original Volume 2. 

326 1 C 

( 2 )  The Respondent, Indiana Michigan Power Company, Ohio Power Company, Appalachian Power Company. and 
:OlUmbUS Southern Power Company are associated companies and member of the American Electric Power System Power 
P O d .  whose electric facilities are intercoMected at a number of points and are operated in a fully coordinated 
m e r  on a system pool basis. 

1 

TOTAL 1,927 

RPCO - Appalachian Power Company 
3PCO - Ohio Power Company 
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IMPCO- Indiana Michigan Power Company 
KPCO - Kentucky Power Company 
3 P C O -  Columbus Southern Power Company 

326 5 a 

(41 Receipts of power from the members of the REP System power Pool (See Note 2) governed by the terms of the 
interconnection agreement dated July 6, 1951, as amended. 

326 5 b 

(1) Statistical classification "OS. includes non-firm hourly, daily, and weekly purchases that the Supplier m Y  
cancel, if necessary. with little notice. 

I 

1 

326.8 7 a m 

(51 OVEC surplus and supplemental losses (net) 0 

Loop regulation energy difference 2,843 
Non-displacement payback losses 75 
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.. . , . ____ . -. 
Name of Responden1 

2. Use a separate line of data for each distinct type of transmission service involving the entities listed in mlumn (a). (b) and (C). 
3. Report in column (a) the company or public authority that paid for the transmission service. Report in column (b) the company Or 
public authority that the energy was received from and in column (c) the company or public authority that the energy was delivered to. 
Provide the full name of each company or public authority. Do not abbreviate or truncate name or use acronyms. Explain in a footnote 
any ownership interest in or affiliation the respondent has with the entities listed in columns (a), (b) or (C) 
4. In column(d) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows: 
LF - for Long-term firm transmission service. "Long-term" means one year or longer and "firm" means that service cannot be interrupted 
for economic reasons and is intended to remain reliable even under adverse conditions. For all transactions identified as LF. provide in 
a footnote the termination date of the contract defined as the earliest date that either buyer or seller can unilaterally get Out Of the 
contract. 
SF - for short-term fin transmission service. Use this category for all firm services. where the duration of each period of commitment 
for service is less than one year. 

I I I I I Various I various 10s 
I. r 

I 
TOTAL 
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Name of Respondent 

KENTUCKY POWER COMPANY 04/30/1999 

Date of Report 
(Mo, Da. Yr) 

the Service in a footnote for each adjustment. 
AD - for out-of-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting 
years. Provide an explanation in a footnote for each adjustment. 
5. In d u m n  (e), identify the FERC Rate Schedule or Tariff Number, On separate lines. list all FERC rate schedules or COntEICt 
designations under which service, as identified in wlumn (d). is provided. 
6. Report receipt and delivery locations for all single contract path. "point to point" transmission service. In column (0, report the 
designation for the substation, or other appropriate identification for where energy was received as specifred in !he contract. In wh-fm 
(9) report the designation for the substation, or other appropriate identification for where energy was delivered as specified in the 
contract. 
7. Report in column (h) the number of megawatts of billing demand that is specified in the fin transmission service contract. Demand 
reported in column (h) must be in megawatts. Footnote any demand not stated on a megawatts basis and explain. 

Year of Report 
Dec. 31, 1998 

Billing TRANSFER OF ENERGY FERC Rate Point of Receipt Point of Delivery 
Schedule of (Subsatation or other (Substation or OUler Demand Megawatt Hours Megawatt Hours 

Tarlff Number Designation) Designation) (MW) Received Delivered 
(e) (0 (9) (h) 0) 

I I 

ieeFoobrotes Various 79.9061 80.38d 2 

MPCo76 Various Various 62.7071 
Various 

Line 
No. 

1 

- -1 1 

130-4371 2 --. ~ 

I 
SeeFoobwtes Various )Blue Ridge 80.0491 94.974 4 I I 
3PCo73 Various 3.013) 3.04d e 

I I 4: 

(Various 67,5771 
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0 
amount of energy transferred. In column (m), provide the total revenues from all other charges on bills or vouchers rendered. including 
Out of period adjustments. Explain in a footnote all components of the amount shown in column (m). Report in column (n) the total 
charge shown on bills rendered to the entity Listed in column (a). If no monetary settlement was made, enter zero (1 101 1) in column 
(n). Provide a footnote explaining the nature of the non-monetary settlement, including the amount and type of energy of service 

10. Provide total amounts in column (i) through (n) as the last Line. Enter "TOTAL" in column (a) as the Last Line. The total amounts 
in columns (i) and 0) must be reported as Transmission Received and Delivered on Page 401. Lines 16 and 17. respectively. 
11. Footnote entries and provide explanations following all required data. 

e .  .. ".., 
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contract. 
SF - for short-term firm transmission service. Use this category for all f in  services. where the duration of each period of commitment 
for service is less than one year. 

_. ,. 
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e.... 
.. . 

Year of Report 
Dec.31. 1998 

___. . . . . - - Date of Report 
(Mo. Da. Yr) 

ThlS Re;z-,s.;-- 
_ _ _  

Name of Respondent 

KENTUCKY POWER COMPANY 04/30/1999 
(1) $h Original 

ntinued) 

0s - for other service. Use this category only for those Services which cannot be placed in the above-defined catQofleS. such as all 
nonfirm service regardless of the length of the contract and service from, designated units of less than one year. Describe the nature Of 
the service in a footnote for each adjustment. 
AD - for outof-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior repofling 
years. Provide an explanation in a footnote for each adjustment. 
5. In column (e). identify the FERC Rate Schedule or Tariff Number, On separate lines, list all FERC rate schedules Or contract 
designations under which service. as identified in column (d). is provided. 
6. Report receipt and delivery locations for all single contract path, "point to point" transmission service. In column (9. repod the 
designation for the substation. or other appropriate identification for where energy was received as specified in me contract: In column 
(9) Wort the designation for the substation. or other appropriate identification for where energy was delivered as specified In the 
contract. 
1. Report in column (h) the number of megawatts of billing demand that is specified in the firm transmission service contract. Demand 
'eported in column (h) must be in megawatts. Footnote any demand not stated on a megawatts basis and explain. 

Point of Receipt Point of Delivery Billing TRANSFER OF ENERGY Line 
Schedule of (Subsatation or Other (Substation or Other Demand MegaWa 
FERC Rate 

Tariff Number Designation) Designation) (MW) I ue"='cN lil I 
m 

I I I I 
I I I I I I 

I I I n ,723,922 1.723,92 

I I I 
- 

- . ... 
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Name of Respondent 

KENTUCKY POWER COMPANY 
Date of Report 
(Mo, Da. Yr) 
04/30/1999 

3. Report in column (i) and (i) the total megawatthours received and delivered. 
3. In column (k) through (n). report the revenue amounts as shown on bills or vouchers. In column (k), provide revenues from demand 
:harges related to the billing demand reported in column (h). In column (I), provide revenues from energy charges related 10 the 
arnouflt of energy transferred. In column (m), provide the total revenues from all other charges on bills or vouchers rendered. including 
>ut of period adjustments. Explain in a footnote all components of the amount shown in column (m). Report in column (n) the total 
:harge shown on bills rendered to the entity Listed in column (a). If no monetary settlement was made, enter zero (1 101 1) in column 
[n). Provide a footnote explaining the nature of the non-monetary settlement. including the amount and type of energy Or service 
sndered. 
10. Provide total amounts in column (i) through (n) as the last Line. Enter "TOTAL" in column (a) as the Last Line. The total amounts 
n columns (i) and 0) must be reported as Transmission Received and Delivered on Page 401, Lines 16 and 17. reSpStiVelY. 
11. Footnote entries and provide explanations following all required data. 

Year of Report 
Dec. 31. 1998, 

8,966,142 1 879,302 I 
I I I 1 I 

~ . .. .. 

FERC FORM NO. 1 (ED. 12-90) Page 330.1 

Attachment 
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' Item No. 3s 



Name of Respondent 

a 
service. Report in column (b) the company 0 1  

LF - for Long-term firm transmission service. "Long-term" means one year or longer and "firm' means that service cannot be intemrpte 
for economic reasons and is intended to remain reliable even under adverse conditions. For all transactions identified as LF, provide in 
a footnote the tenination date of the contract defined as the earliest date that either buyer or seller can  unilaterally get Out Of the 

SF -for short-term fim transmission service. Use this category for all firm services, where the duration of each period Of Commitment 
for service is less than one year. 

0 

I I I 1 

TOTAL I I 

FERC FORM NO. 1 (EO. 12-90) Page 328.2 

Attachment 
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the service in a footnote for each adjustment. 
AD -for out-of-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in Prior repofling 
years. Provide an explanation in a footnote for each adjustment. 
5. In column (e), identify the FERC Rate Schedule or Tariff Number. On separate lines, list all FERC rate schedules Or contract 

e 

FERC FORM NO, 1 (ED. 12-90) 

Attachment 

Page 329.2 
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Name or Kesponoenl uaie 01 Kepon 
(Mo. Da. Yr) 

KENTUCKY POWER COMPANY 04/30/1999 

_... , 

1 ear 01 nepon 
Dec. 31, 1998 

FERC FORM NO. 1 (EO. 12-90) Page 330.2 
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Name of Respondent 
KENTUCKY POWER COMPANY 

Date of Report 
(Mo. Da. Yr) 

for service is less than one year. 

Year of Re@ 
Dec. 31. 1998 

Payment By Energy Received From Energy Delivered TO Statistical 
(Company of Public Authority) (Company of Public Authority) Classifi- (Company of Public Authority) 

(Footnote Affiliation) 

Line 
No. (Footnote Affiliation) (Footnote Affiliation) cation 

(d) (a) (b) (C) 
Various os 
Various os 
Various os 

1 Rainbow Energy Marketing Corp. Various 
2 Public SeMce Electric 8 Gas Various 

3 Pennsylvania Power 8 Light Various 
- 
5 
6 
7 e... 

._ 

---. . "..". .--... ""..- 
Various os 
Various os 
Various os 

Stand Power Marketing Various 
Paafiuxp Power Marketing Various 

V&ws Southern Energy Trading 8 Marketing 
~ 

&EP svstem LF See Footnotes 
Various 
Various 

Various 
Various 
Various 
Various 
Various 

9 WtdGas8Electric Various 

10 Williams Energy Services Various 
11 The Energy Authority Various 
12 Ten& Power Services Various 
13 Tractabet Energy Marketing Various 
14 TVA Various 
15 Various (7) Various 

os 
os 
os 
os 
os 
os 
os 

-... , 

! .  

FERC FORM NO. 1 (ED. 12-90) 

16 

17 

?age 328.3 

Losses Assodated With Wheeling Power 

TOTAL 

Anac hment 
Page 166 of 2 I O  
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a 
.+-\. 

0...-.>. 
... *... 

NarW of Respoodent Tnts He n Is: Date of Repon 

KENTUCKY POWER COMPANY (1) $“..Original (Mo. Da. Yr) 
04/30/1999 

Year 01 KepOR 
Dec. 31, 1998 

FERC Rate Point of Receipt Point of Delivery Billing TRANSFER OF ENERGY 
Schedule of (Subsatation or Other (Substation w Other Demand Megawatt Hours MegaWaaHoun 

Tariff Number Designation) Designation) (MW Received 

he Foobwtes Various Various 2.456 2,456 

Delivered 
Q) (e) (fl (9) (h) (0  

T’ 14.224 

Line 
No. 

‘ 

I I I I I I 

1 0 1,123,922 1.123,9 

FERC FORM NO. I (ED. 12-90) 

- ... . 

Page 329.3 

Attachment 
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Name of Respondent 

KENTUCKY POWER COMPANY 04/30/1999 

Date of Report 
(Mo, Da. Yr) 

Year of Report 
Dec. 31, 1998 

FERC FORM NO. 1 (ED. 12-90) 

0 

Page 330.3 

8,966,142 879,302 9,845,444 
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Name 01 nesponoenc (l,y K P  IS. An Original 
(2) n A  Resubmission KENTUCKY POWER COMPANY 

uaLe 01 KWUIL 
(Mo. Da. Yr) 
04/30/1999 

I can "4 I \ q d " l '  

Dec.31. lgg8 

The Respondent. Columbus Southern Power, Indiana Michigan Power Company, Ohio Power Company, and Appalachian 
Power Company are associated companies and are parties to the Transmission Agreement dated April 1. 1 9 8 4 .  as 
amended. 
Serves as agent and the parties pool their investment share of revenues and costs in proportion to the 
respective member's load ratio. 
of Transmission Service charges for those transactions. 

Pursuant to the terms of the Transmission Agreement, American Electric Power Service Corporation 

The Revenues in column (m) represent the Respondent's member load ratio share 

328 2 e I 

Number 
(a) 

AEP Point-tO-POint Tariff and 2nd Revised Tariff-A&P Companies FERC Electric Tariff Original Volume 1. 
the tariff, the transaction varies by megawatts and duration 

Under 

328.3 8 C I 

Item (row) Column 
Number Number 

(b) (C) 

Various points of AEP System Interconnections with Virginia Power, Duke Power, and Carolina Power h Light. 
Figures represent the company's member load ratio of AEP System totals. 

328.3 8 d 

Earliest termination date - December 31, 2010. 
1 

r 
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TC ( 1  st Set) 
Order Dated April 22, 1999 
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1 



BLANK PAGE 
(Next Page is 332) 

. 

_. .. 
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. .  

should be reported on Line 19. Transmission By Others 
, Total Energy Losses, Page 401. 

e. .. 

. 

TOTAL 94.895 94.895 329,925 73.935 -5.821.430 -5.417.57 

Name 01 nesponoeni /;;S Ke$l IS: uate 01 Kepofl 
An Original (Mo. Da. Yr) 

_.. . 

rear 01 nepofl 
Dec. 3 1 . 2  

FERC FORM NO. I (ED. 12-90) 

KENTUCKY POWER COMPANY (2) n A Resubmission 

Page 332 

04/30/1999 

Attachment 
Page 171 of 210 

KPSC Case No. 99- I49 
TC ( 1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 



e-.... 
.. .- 

This Re rt Is: Date of Report 
(I) &in Original (Mo, Da, Yr) 

Name of Respondent Year 01 Report 
Oec. 3 1 , 1 9 9 8  

7. Footnote entries and provide explanations following all required data. 

KENTUCKY POWER COMPANY 

51 Garland Power 8 Light 

(2) n A  Resubmission 04/30/1999 

I I I I I 

~ 

16 OVEC 4 4 

329,925 73,935 -5,821,430 -5.4 17,570 TOTAL 94.895 94.895 

FERC FORM NO. 1 (ED. 12-90) 

..- 

Page 332.1 
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(1) NA" Original (MO. Da. vr) I Dec. 31. 1998 I (2) I l A  Resubmission I 04/30/1999 WER COMPANY I I,-.-, .-.,.. ,, 
Number 

(a) 

neN I uLn T ru . .  I I 
FOOTNOTE DATA 

Item (row) I Column I 
Number Number 

(b) (C) 

a .  ... .. , 

.._. 

.. .. , 
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Name of Respondent Th[k)@ort Is: Date of Report 
KENTUCKY POWER COMPANY (Mo. Da, Yr) An Original 

04/30/1999 

Year of Report 
Dec. 31, 

- 
5 
6 
- 

(2) n A Resubmission 

7 

NO 
I 

2 

3 
4 

8 

9 
10 

- 
- 

(b) _. . 

923.971 
(a1 

Industry Assoaahon Dues 
Nuclear Power Research Expenses 
Other Expenmental and General Research Expenses 
Pub 8 Dist Info to SUthldrs ..exon serviana outstandma Secunhes 

68.500 
88.073 

11 

20 1 
21 
22 

23 . 
24 
25 
26 
27 

28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

45 

- 

- -  
2.555.108 46 TOTAL 

12 
13 
14 

- 
- 

15 
16 
17 
18 
19 
- 
- 

0th Expn >=5.000 show purpose, recipient. amount. Group if < $5.000 
Non-Energy T 8 D Business 

Interest &st on AEP Bonowed Capital 
Load Research - Time of Day 
Flee1 Management Activities 
Activities Supporbng East Central Area Reliability 
Management Development Activities 
ABMs Enhancemenls 
Financial Integration Projects 
AEP Corpaate Services 
Activities Suppocting North American Electric Reliab 
Consulting Expenses - New Software Projects 
Business Related Travel Expenses 
Software Chgs Capitalbed Out Of Expense Work Orden 
Other I t e m  (98) Under $5.000 

173.311 

70,020 
24,456 
54,294 
14.083 
31.058 

253,302 
62.753 

830.126 
12,655 
12.118 

-96.736 
16,762 

16.362 

FERC FORM NO. I (ED. 12-94) Page 335 
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BLANK PAGE 
(Next Page is 336) 

. e-:-.., 
..._ .. 

. -  
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KENTUCKY POWER COMP I Dee. 31. 1998 ( I )  B A n  Original (Mo. Da. Yr) 
(2) n A  Resubmission 04/30/1999 

)f plant included in any sub-account used. 
n column (b) report all depreciable plant balances to which rates are applied showing subtotals by functional Classifications and 
ihowing composite total. Indicate at the bottom of section C the manner in which column balances are obtained. If average balances. 
itate the method of averaging used. 
'Or columns (c). (d). and (e) report available information for each plant sub-account, account or functional classification Listed in 
Dbmn (a). If plant mortality studies are prepared to assist in estimating average service Lives, show in cobTvI (r) the type mortality 
:UtW Selected -as most appropriate for the account and in column (g), if available, the weighted average remaining life of Surviving 
tlant. If composite depreciation accounting is used, report available information called for in columns (b) through (9) on this basis. 
I. If provisions for depreciation were made during the year in addition to depreciation provided by application of reported rates, State at 
he bottom of section C the amounts and nature of. the provisions and the plant items to which related. 

9 

10 

11 

GeneralPlant 951,308 3.120 954,4: 

Common Plant-Electric 
TOTAL 28.038.044 3,701 28,041,78 

FERC FORM NO. 1 (ED. 12-88) Page 336 
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UOLG UI nwui L n.aimmz uI ~\sayue~usats #Ill> nt UI' ID.  

KENTUCKY POWER COMPANY (1) d~n Original (Mo, Da. Yr) 

I 

m 

I I I I I I J 

t =ai VI I\G~.-I 6 

Dec. 31, 1998 

FERC FORM NO. 1 (ED. 12-95) 

a ___. 

(2) n A Resubmission 

Page 337 

04/30/1999 
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e 

This Re Date of Report 
Name of Respondent (1) & Eririginal (Mo. Da. YrJ 
KENTUCKY POWER COMPANY 

Year 01 Kepon 
Dec.31. ‘998 

Depreciation was accrued monthly on functional composite bases at the above rates per annum on electric P k d i  In 
Service Less Land and Land Rights, Intangibles, Improvements to Leased Property and Automotive Equipment as 
reflected by the Book of ACCOuntS. 

(2) n A  Resubmission 

1. Steam Produciton Plant 
2. Transmission Plant 
3. Distribution Plant 
0 .  General Plant 

04/30/1999 

Page Item (raw) 
Number Number 

. 

Column 
Number 

: 

(a ) 

Attachment 
. Page 178 of 210 

KPSC Case No. 99- 149 
TC (I st Set) 
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(bJ (C) 

I I 

FERC FORM NO. I (ED. 1287)  Page 450 

Depreciable Plant Base at year end. Also Bee Note (A) 



Name of Respondent This Re n Is: 
KENTUCKY POWER COMPANY (1) & Original 

(2) n A Resubmission 

uare ot Kepon I oai UI nopui I 

Dec.31, lgg8 (Mo. Da. Yr) 
04/30/1999 

2 I ' TOTAL 425 ! 

PARTICULARS CONCERR IG CERTAIN INCOME DEDUCTIONS AND INTEREST CHARGES ACCOUNTS 

3 
4 426 - OTHER INCOME DEDUCTIONS 
5 ' 426 0 MISCELLANEOUS INCOME DEDUCTIONS 
6 '  Miscellaneous 4,013 

7 
8 * Total4260 4,013 

9 
10 ' 4L6 1 DONATIONS 
11 ' Educabonal 
12 ' Pikewlle College 27.000 

14 ' Medical - Miscellaneous 13.050 

15 ' Communrfy 
16 * United Way 12,850 
17 * Miscellaneous 53.930 
181' Other Donabons - Miscellaneous 96.065 

19 
20 ' Total4261 240,056 

21 
22 ' 426 3 PENALTIES 

13 ' Miscellaneous . 37,161 

23 * Internal Revenue Service 1 *011 

25 ' Total4263 1.01' 
24 

26 
27 ' 426 4 EXPENDITURES FOR CERTAIN CIVIC, 
28 POLITICAL. 8 RELATED ACTIVITIES 
29 ' Lobbying Expenses of Parent CO 
30 * - Edison Electnc lnsbtute 50.971 
31 - Miscellaneous 35.19 
32 ' Transportatton 7.77 
33 ' Labor 89,434 
34' Miscellaneous Expenses 119.934 

. 
35 I I 
361 ' Total 426.4 303,312 

I .ttachment 
- - - I  

Order Dated April 22, 1999 
Item No. 3s 

Line Item 
No. (a) 

1 425 - MISCELLANEOUS AMORTIZATION 

Amount 
(b) 

37 
38 
39 
40 

41 

.. 



_- - - _- -. - _. . _- 
Name of Respondent This Re ort Is Date of Report 
KENTUCKY POWER COMPANY (1) dh Onginal (Mo. Da. Yr) 

(2) n A Resubmission 04/30/1999 

Repoct the information specified below, in the order given. for the respective income deduction and interest charges account. Provide a subhading for 
each account and a total for the account Additional mlumns may be added if deemed appropriate with respect to any accwnt. 

(a) Miscelheous Amortization (Account 425): Describe the nature of items induded in this account. the contra account charged, the total of 
amortization charges for the year, and the period of amortization. 

(b) Miscellaneous Income Deductions: Report the nature, payee, and amount of other income deductions for the year as required by Accounts 426.1. 
hat iof is:  426.2, Life Insurance; 426.3, Penalties; 426.4, Expenditures for Certain Civic Political and Related Activities; and 426.5. Other Deductions. Of 

the Uniform System of Accounts. Amounts of less than 5% of each account total for the year (or $1,000, whichever is greater) may be grouped by 
classes within the above accounts. 

indicate the amount and interest rate respectively for (a) advances on notes, (b) advances on open account. (c) notes payable, (d) accounts payable, 
and (0)  Other debt. and total interest. Explain the nature of other debt on which interest was incurred during the year. 

(d) Other lnlerest Expense (Account 431) - Report particulars (details) induding the amount and interest rate for other interest drargeS incurred 
during the year. 

(C) Interest on Debt to Assodated Companies (Account 430) - For each associated uxnpany to which interest on debt was incurred during the Year. 

Line I Item I Amqunt 

Year of Report 
Dec. 31. Igg8 

No. 
1 
2 '  
3 '  
4 '  
5 '  
k 

(a) (Dl  
' 426.5 OTHER DEDUCTIONS 

Club Dues 8 Memberships 10,560 
HMS Partners LTD of Ohio 324.173 
Op- 82,067,944 

Customer Financing Program 370.01 1 

41 I 
Attachment 

Page 180 of 210 FERC FORM NO. I (ED. 12-87) Page 340.1 

- 
7 
8 
9 

KPSC Care No. 99- 149 rc (1  st Set) 

' Total426.5 82.772.608 

431 OTHER INTEREST UPENSE - 

Order Dated April 22, 1999 
Item No. 3s 



~ a 
I being amortized) relating to format cases before a regulatory body, or cases in which such a body was a Paw. I 2. Report in columns (b) and (c), only the current yeah expenses that are not deferred and the current yeah amortization Of amounts 

Name of Respondent T:;" RE" Is: Date of Report Year 01 Kepofl 

KENTUCKY POWER COMPANY Dec.31. 1998 (Mo. Da. Yr) An Original 
(2) n A  Resubmission 04/30/1999 

REGULATORY COMMISSION EXPENSES 

1. Report particulars (details) of regulatory cornmission expenses incurred during the current year (or incurred ir, previous Years. if 

deferred in previous years. 
Line DesCJiptiOn Assessed by Expenses Total 
No. (Furnish name of regulatory commission or body the Regulatorj of Current Year Beginning 102.3 o a iy  ear Commission 

Deferred 
in Account Expense for 

(e) 
Utility (b)(;)(c) docket or case number and a descnpbon of the case) 

(a) 0)  (C) 
1 FERC Assesment 97-90 171,759 171,759 

2 
3 FERC Assesment 98-99 59.751 59,751 , .  

295.634 295.634 

Page 350 



FERC FORM NO. I (ED. 12-96) Page 351 



(1) fln griginal (Mo, Da. Yr) 
Name of Respondent 

Dec. 31. 1998 KENTUCKY POWER COMPANY 
(2) n A Resubmission 04l30l1999 

181 I 
191A(4) DISTRIBUTION: 16 ITEMS UNDER S5.OOO 

Jne Classification 
No. (a) 

1 ELECTRIC UTILITY RESEARCH, DEVELOPMENT B 
2 DEMONSTRATION PERFORMED INTERNALLY 

Description 
(b) 

3 
4 
5 

I .. . 341 -.- , 

351 B(2) RESEARCH SUPPORT TO EDISON ELECTRIC INST. (NATIONAL EMF RESEARCH PROGRAM 

A(1)B GENERATION: FOSSIL-FUEL STEAM SNCR DEMONSTRATION ON CARDINAL 1 

5 ITEMS UNDER 55.OOO 
6 
7 

8 
9 

10 

11 

12 

A(1)D GENERATION: NUCLEAR 

A(1)E GENERATION: UNCONVENTIONAL 

A(2) SYSTEM PLANNING. ENGINEERING 8 OPERATION 

1 ITEM UNDER $5.000 

1 ITEM UNDER $5.000 

POWER QUALITY INSTRUMENTATION LABORATORY DEVELOPMENT 
3 ITEMS UNDER $5.000 

. 

FERC FORM NO. 1 (EO. 12-87) Page 352 

13 
14 
15 
16 
17 

I 
A(3)ATRANSMISSION: OVERHEAD VOLTAGE SECURITY MONITORING 8 CONTROL o/SMAC) 

6 ITEMS UNDER 35.WO 

3 ITEMS UNDER $S.OOO A(3)8 TRANSMISSION: UNDERGROUND 

e- 

25 
26 
27 

A(6) OTHER: 10 tTEMS UNDER $5,000 

A(7) TOTAL COST INCURRED INTERNALLY 
28 
29 
30 
31 
32 
33 

ELECTRIC UTILITY RESEARCH, DEVELOPMENT a 
DEMONSTRATION PERFORMED EXTERNALLY 

B(1) RESEARCH SUPPORT TO THE ERC OR THE EPRI: 3 ITEMS UNDER $5,000 
BIG SANDY BOILER PREDICTIVE MAINTENANCE PROJECT 

36 
37 

30 
B(5) TOTAL COSTS INCURRED EXTERNALLY 



e 
Name of Respondent This Re rt Is: Date of Report 
KENTUCKY POWER COMPANY (1) &in Original (Mo. Da. Yr) 

Year of Report 
Dec. 31. 1998 

Unamortized 

(9) 

AMOUNTS CHARGED IN CURRENT YEAR k u ~  Intemalb costs I n a r m  Externally 
Accumulation 

(9 
Curre Year Current Year Account Amount fi\ (d) (e) 

Line 
N ~ .  

1 
2 
3 I 

38.467 
7,110 

I _ .  I ." I I 

I I 5.426) 566 5.426( I 35 

I I I 36 

I 
30,467 4 
7.110 5 

506 
506/566 I 

6 

3.634 

537 

11.481 
5.377 

Page 184of 210 

I 

7 
0 

930 3.634 

930 537 9 
10 

11,481 11 
5.3n 12 

930 
5661930 

13 

KPSC C&e No. 99- 149 
TC (1st Set) 

46.859 46.859 

FERC FORM NO. I (ED. 12-87) 

I 
37 
38 

Page 353 
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~n Original (Mo. Da. Yr) 

AllocdIiOn of Total Direct Payroll Payro!l charged for 
Cleanns Accounts . >. 1 Distributton 

Line Classification 
Nn 

Dec. 3 1 . 2  

I I 
Attachment 

Page 185 of 210 
KPSC Case No. 99- 149 

TC ( I  st Set) 
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Item No. 3s 

FERC FORM NO. f (ED. 12-88) Page 354 

KENTUCKY POWER COMPANY (2) n A  Resubmission 04/30/1999 



Date of Repod 
(Mo. Da, Yr) 

This Re oft IS' 
(1) d A n  Onginal 

Name of Respondent 

Lme I 

- 
Year of Repoct 
Dec. 31, 19g8 

I 

i 33 and 45) I 

KENTUCKY POWER COMPANY 

I 
ltional (tine 35) 

I 

(2) n A Resubrnisslon 04130/1999 

I I I J 

Attachment 
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... 

U.JK ua ncpui L I cxu UI ncpi L 
IIII.I 1\5  “I, 13. 

(1) d’~ .  Original (Mo. Da, Yr) Dec. 3 1 . 2  
(ENTUCKY POWER COMPANY (2) n A Resubmission 0413011999 

ELECTRIC ENERGY ACCOUNT 

Report below Me information called for concerning Me Jispositiotl of electric energy generated, purchased, exchanged and wheeled during the year. 

ine I Item Item Megawatt Hours Megawatt Hours Line 
No. 

Ih\ tal 

5 HydrtAonventional 

6 Hydro-Pumped Storage 

7 Other 

8 Less Energy for Pumping 

9 Net Generation (Enter Total of lines 3 -d 26 

instruction 4. page 31 1 .) 

instruction 4. page 31 1.) 

Energy Used by the Company (Electric 

24 Non-Requirements Sales for Resale (See 4.802.751 -- 
--- 25 Energy Furnished Without Charge -- 

through 8) 

l o  Purchases 

11 Power Exchanges: 

12 Received 

Dept Only, Excluding Station Use) -- 
28 TOTAL (Enter Total of Lines 22 Through 

27) (MUST EQUAL LINE 20) 

I 
14lNet Exchanges (Line 12 minus line 13) I I 

I 

151Transmission For Other (Wheeling) 

16 Received 1.723.9221 

17 Delivered 1.723.922 

18 Net Transmission for Other (tine 16 minus 

19 Transmission By Others Losses 

20 TOTAL (Enter Total of lines 9.10.14,18 

line 17) 
. 

11,791.453 

and 19) 

FERC FORM NO. 1 (ED. 12-90) 

_.. . 

Page 401a 
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Name of 

FERC FORM NO. 1 (ED. 12-90) 

1. If the respondent has DHO or more power systems WtridV are not physically integrated, furnish the lequired information for each nonintegrated system. 
2. Report in cdumn (b) the system's energy output for each monm such that the btal on tine 41 matches the total on Line 20. 
3. Report in column (c) a monthly breakdown of the Non-Requiremenls Sales For Resale reported on Line 24. indude in Lhe monthly amOunb any 
enecgy IOSSes associated with the sales so that the tot31 on Line 41 exceeds the amount on Line 24 by me amount of IOSSeS inwned (Or estimated) in 
making the Non-Requirements Sales for Resale. 
4. Report in column (d) the system's monthly maximum megawatt Load (60-minute integration) associated with the net energy for the system defined as 
the difference beween columns (b) and (c) 
5. Report in columns (e) and (r) the speafied information for each monthly peak load reported in column (d). 

- .  Attachment 
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e I...__ ... 

inis ne n IS: 
(1) &in Original 

I ~ ~ I I I C  UI n r s w i i o e i i i  

KENTUCKY POWER COMPANY (2) [ 7 A  Resubmission 04/30/1999 
(Mo. Da. Yr) 

Dec. 31. 2 

Line Item Plant 
No. Name: BIG SANDY 

(a) (b) 

1 Kind of Plant (Internal Comb. Gas Turb. Nudear STEAM 

2 Type of Conslr (Conventional. Outdoor. Boiler. etc) CONVENTIONAL 
3 Year Originally Constructed 1963 

4 Year Last Unit was Installed 1969 
1096.80 5 Total Installed Cap (Max Gen Name Plate Ratings-MW) 

6 Neat Peak Demand on Plant - MW (60 minutes) 1104 

7 Plant Hours Connected to Load 0760 

8 Net Continuous Plant Capability (Megawatts) 0 

9 When Not Limited by Condenser Water 1060 

10 When Limited by Coodenser Water 0 

11 Average Number of Employees 177 

12 Net Generation. Exclusive of Plant Use - KWh 7891480000 

13 Cost of Plant: Land and Land Rights 1076545 
14 Structures and Improvements 29075673 
15 Equipment Costs 220248479 
16 TotalcoSt 258400697 

235.5951 17 Cost per KW of Installed Capacity (line 5) 
18 Production Expenses: Oper. Supv. 8 Engr 1955621 

03751336 19 Fuel 
20 W a n t s  and Water (Nudear Plants Only) 0 
21 Steam Expenses 2405561 

- 

22 Steam From Other Sources 0 

I I I 
Attachment 

Page I89 of 210 
KPSC Case No. 99- I49 

TC [ I  st Set) 

FERC FORM NO. I (ED. 12-95) Page 402 

Plant 
Name: 

(C) 

0.0 

0.m 

Order Dated April 22, 1999 
.Item No. 3s 

23 Steam Transferred (Cr) 
24 Electric Expenses 
25 Miic  Steam (or Nudear) Power Expenses 
26 Rents 
27 Allowances 
28 Maintenance Supervision and Engineering 
29 Maintenance of Structures 

01 
249461 ' 

4242510 
0655 

0 
1706432 
740954 



a 
Date of Report This Re rt Is: 

(1) &Original (Mo. Da. Yr) 
Name of Respondent Year of R e W  

Dec.31. 

. .C 

KENTUCKY POWER COMPANY 

Used for Start-up, banking of boiler, flame stabilization, and supplemental firing 

402 35 I 

(2) n A  Resubmission 04/30/1999 

Footnote Linked. See note on 402, ROW: 35. col/item: 

Page 
Number 

(a) 
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Item (row) Wumn 
Number Number 

(b) (C) 

. 
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uaie 01 neport 
(Mo. Da. Yr) 

inis ne n IS. 
(1) &in Original 

4 . 0 1 1 1 5  "I ~ ~ ~ ~ " l l " ~ l ~ ,  1 ear 01 neport 
Dec. 31. 1998 
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KENTUCKY POWER COMPANY (2) n A  Resubmission 0413011999 



Date of Report 
(Mo, Da, Yr) 

Year of Report 
Dec.31. 2 

n r  mn,.nnn 

Name of Respondent 
This (1) Re &‘&ginat 

KENTUCKY POWER COMPANY (2) n A  Resubmission W I J V I  IYYY I 
TRANSMISSION LINE STATISTICS (Continued) 

7. DO not reoort the same transmission line stNcture twice. R e m  Lower voltage Lines and higher vdtage lines as one line. W i g M w  in a fdnote  if 

FERC FORM NO. 1 (ED. 12-87) Page 423 

Order Dated April 22, 1999 
Item No. 3s 

YOU do not indude Lower voltage lines with higher voltage link.’ If two or more bansmission lin; structures support lines of the same d W e .  report the 
Pore miles of the primary structure in column (9 and the pole miles of the other line(s) in cdumn (9) 
8. Designate any transmission line or portion thereof fa which the respondent is not the sole m e r .  If such property is leased hwn another ampany. 
give name of lessor. date and terns of Lease, and amount of rent for year. For any Lransmission line other than a leased line, or WOn thereof. for 
which the respondent is not the sole Owner but which the respondent operates or shares in the operation of, furnish a SUdnCt statement explaining the 
amngement and giving particulars (details) of such matters as percent ownership by respondent in the line, name of co-owner. basis Of sharing 
expenses of the Line, and how h e  expenses h e  by the respondent are amunted for, and a m n t s  affected. specify whether h?SSW. CcMWer, Or 
other party is an associated company. 
9. Designate any transmission line leased to another company and give name of Lessee, date and terms of !ease. annual rent for year. and how 
determined. Specify whether lessee is an associated company. 
10. Base the plant cost figures called for In wlumns 0) to (I) on the book cost at end of year. 

COST Ok LI NE (Indude in Wumn (i) Land, EXPENSES, EXCEPT DEPRECIATION AND TAXES 
Size of Land rights. and dearing rightafuay) 

Operation Maintenance Rents Total Lint 
Conductor 

and Material Expenses Nc 
Land Constructionand TotalcaSt 

(0) (P) 
Other Costs Expenses Expenses 

Q) (i) (k) 0 )  (m) (n) 
154 MCMA 258 10.045 10.303 1 
MWMA s54.5oe( 5376,354 5,830,865 2 

I I I 3 
I 

14.691 .I 37 (7.534.227 4 154 MCMA 2.843.W 
5 
6 
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...- Y 

Name 01 Hespondent 

KENTUCKY POWER COMPANY 
Year 01 Kepon 
Dec. 31. 1998 

This Re rt Is: Date 01 Report 
(1) & original (Mo. Da, Yr) I (2) n A  Resubmission 04/30/1999 . .  I 

TRANSMISSION LINE STATISTICS 

1. Report information mceming transmission lines, cost of lines, and expenses for year. List each transmission line having nominal vdtage Of 132 
kilovolts or greater. Report transmission lines below these voltages in group totals only for each voltage. 
2. Transmission lines include all lines covered by the definition of transmission system plant as given in the Unifonn System of Accounts. 00 not report 
substation costs and expenses on this page. 
3. Report data by individual lines for all voltages i f  so required by a State commission. 
4. Exclude from this page any transmission lines for which plant costs are induded in Account 121, Nonutility Property. 
5. Indicate whether the type of supporting structure reported in column (e) is: (1) single pole wood or steel; (2)  H-frame wood. or steel poles; (3) lower; 
or (4) underground construction If a transmission line has more than one type of supporting structure, indicate the mileage of each type Of construction 
by h e  use of brackets and extra lines. Minor portions of a transmission line of a different type of construction need not be distinguished h0m the 
remainder of the line. 
6. Report in columns (0 and (9) the total pole miles of each bansmission line. Show in column (r) the pole miles of line on structures the cost Of which i s  
fWOt7ed for the line designated; conversely, show in column (9) the pole miles of line on structures the cost of wttich is reported for another line. R e w  
H e  miles of line on leased or partly owned structures in column (9). In a footnote. explain the basis of such occupancy and State whether eWnSeS 
with WSped to such structures are induded in the expenses reported for the line designated. 

A Each m ent 
FERC FORM NO. 1 (ED. 12-87 )  Page 422.1 
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This Re Date of Report 
(1) &&ginal (Mo. Da. Yr) 

Name of Respondent 
KENTUCKY POWER COMPANY 

Year of Report 
Dec. 31. 1998 

FERC FORM NO. 1 (ED. 12-87) Page 423.1 

(2) n A Resubmission 
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O4/30/1999 

I 

28 021.847 

I I 
32 
33 
34 
35 

_ _  

186 797 588 214.819.435 23 845 1153 100 1.176944 36 



FERC FORM NO. 1 (ED. 12-86) Page 424 



*-\. 
_.r 

. .. 

Date of Report 
(Mo. Da, Yr) 

Year of Report 
Dec. 31. 2 

Name of Respondent This Re rt Is: 
KENTUCKY POWER COMPANY (1) &in Original 

(21 n A  Resubmission 04/30/1999 . .  I I 
TRANSMISSION LINES ADDED DURING YEAR (Continued) I 

costs. Designate, however, if estimated amounts are reported. Include costs of Clearing Land and Rights-of-way, and Roads and 
Trails, in column (I) with appropriate footnote, and costs of Underground Conduit in column (m). 
3. If design voltage differs from operating voltage. indicate such fact by footnote; also where line is other than 60 cycle, 3 phase, 

6.673.504 4.832.537 

FERC FORM NO. 1 (ED. 1286)  Page 425 
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c 

(Mo. Da. Yr) 
KENTUCKY POWER COMPANY 04/30/1999 Dec. 31. 1998 

1. Report below the information called for concerning substations of the respondent as of the end of the year. 
2. Substations which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of Less than . IO MVa except those serving customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual Stations in 

I I I I I I I 

Attachment 
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7- , 

Name of Respondent This Re ort Is: Date of Report 
(1) $An Original (Mo. Da. Yr) 

Year of Report 
Oec. 31. 1998 

Page 198 of 210 

KENTUCKY POWER COMPANY (2) n A Resubmission 

'-' FERC FORM NO. 1 (ED. 12-96) 

04/30/1999 

KPSC Case No. 99- 149 
TC (1  st Set) 

Order Dated April 22, 1999 
Item No. 3s 



I 

20 

21 
22 

1. Report below the information called for concerning substations of the respondent as of the end of the year. 
2. Substations which serve only one industrial or street railway customer should not be listed,below. 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according 
to functional character, but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual Stations in 
column (r). 

. .. 
T-A 345.00 24.50 

TA 138.00 23.00 

T-A 138.00 69.00 34.50 

Name and Location of Substation Character of Substation 

24 

25 
I 

138.00 4.16) 

- 
I I 

23 I I T-A 138.00( 34.001 12.00 I 

"- -̂ -INYMAN-BONNYMAN -- .-... . - ̂ ..^__.^... . - T-U 69.00 34.001 LD UUN 

-r nrl r). cnl I 

- .. 138.00 

0d.W I&."" 

I C  M I  7 nnl 1 

34.501 

69.001 12.00l 

27 

28 

29 

30 

31 

I I I I I 

Attachment 

B U S S t Y V I L L t - U U s s t Y V I L L t  LJ-U 

CANNONSBURG-ASHLAND D-U 0Y.UU W.Jv 

CEDAR CREEK-PIKWILLE T-U' 138.00 69.00 46.00 

CEDARCREEK T-U 46.00 
?C M 4 7  nn T-U 
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Name of Respondent Oa te of Repm 
(Mo. Da. Yr) 

KENTUCKY POWER COMPANY 04/30/1999 

increasing capacity. 
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by 
reawn Of Sole Ownership by the respondent. For any substation or equipment operated under lease, give name Of IeSSOr. date and 
period Of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name 
Of co-owner Of other party, explain basis of sharing expenses or other accounting between the parties, and state amOUntS and mxunts 
affected in respondent's books of account. Specify in each case whether lessor, co-owner. or other party is an associated ampany. 

Year of Report 
Dec. 31, 1998 

, I I A 
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uaie 01 nepon 
(Uo, Da. Yr) 

a’loliit UI ncavuiauti,L 

KENTUCKY POWER COMPANY 04/30/1999 

1. Report below the information called for concerning substations of the respondent as of the end of the year. 
2. Substations which serve only one industrial or street railway customer should not be listed below. 
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according 
to functional character. but the number of such substations must be shown. 
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether 
attended or unattended. At the end of the page. summarize according to function the capacities reported for the individual Stations in 

--., 

Name and Location of Substation Character of Substation 

rear 01 nepon 
Dec. 31, % 

SUBSTATJONS 

37 
38 
39 
40 

45 STATIONS UNDER 10,000 KVA TID 

Order Dated April 22, 1999 
Item No. 3s 
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Date of Report 
(Mo, Da. Yr) 
04/30/1999 

T1";" Rs k g i n a l  
(2) A Resubmission 

Name of Respondent 
KENTUCKY POWER COMPANY 

Year of Report 
Dec. 31, 3 

244 

FERC FORM NO. 1 (ED. 12-96) 

38 
39 
40 

59 

111 

Qage 427.2 
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e . 
I'ldlllti VI nebponoeni il? KSArt IS Date of Report 

KENTUCKY POWER COMPANY n Onginal (Mo, Da, Yr) 
(2) n A  Resubmission 04/30/1999 

Year 01 Report 
Dec. 31. 1998 

J KPSC Case No. 99-149 
' % .  TC(1stSet) 

Line Item Number of Watt-hour 
No. Meters 

(a) (b) 
1 Number at Beginning of Year 176.849 

- .. 
. Order Dated April 22, 1999 

' Item No. 3s 

LINE TRANSFORMERS 

(C) (d ) 
Number Total capacity (in (MVa) 

87.756 2.741 

0.. -.., 

..... 

FERC FORM NO. I (ED. 1288) 
* -: 

. 

Page 429 



Name of Respondent ?y Re&rl Is: Date of Report 

KENTUCKY POWER COMPANY 
An Original (Mo. Da, Yr) 

jne Classification of Cost CHANGES DURING YEAR Balance at Actual Cost 
No. Additions etirements 1 A djustments End of Year I 

Year of Report 
Dec.31. 1998 

(2) n A  Resubmission 04/30/1999 



. . - r _  - _  ,@. I" Y O L S  VI l \ q J " b L  

n Onginal (Mo. Da. Yr) 
KENTUCKY POWER COMPANY 

1 ce, UI I \C*"I L 

Dec.31. 1998 

~ ~ ~ 

8 ITaxesand Fees I I 
9 (Administrative atxi General 73.683 I 13.883 

(2) n A  Resubmission 04/30/1999 

- "  I 

-- - 

... . 

ENVIRONMENTAL PROTECTION EXPENSES 

1. Show below expenses incurred in connection with we use of environmental protection facilities, the cost of which are reported on 
Page 430. Where it is necessary that allocations andlor estimates of costs be made, state the basis or method used. 
2. Include below the costs incurred due to the operation of environmental protection equipment. facilities. and programs. 
3. Report expenses under the subheadings listed below. 
4. Under Item 6 report the difference in cost between environmentally clean fuels and the alternative fuels that would otherwise be 

Attachment 

No. 

1 

2 

3 
4 

5 

6 

7 

FERC FORM NO. 1 (ED. 12-88) 

(a) (b) (C) I 
Depreciation 1.475.608 1.390.146 

L a b .  Maint, Mus, 8 Supplies Cost Related to Env Fac 8 Programs 432.564 432.564 

FuelRelatedCosts 
Operationof Fadlities 631.238 631.238 

Fly Ash and Sulfur Sludge Removal 339.533 339,533 

Replacement Power Costs 204.120 204,120 

Difference in Cost of Environmentally Clean Fuels 

Page 431 

IO lother (identify signifignt) 
ii  TOTAL 3.156.946 3.07f.464 

.i 



1 Accrued and prepaid taxes ........................................................................ 262-263 
Accumulated Deferred Income Taxes .................................................................... 234 

272-277 
Accumulated provisions for depreciation of 

common utility plant ............................................................................. 356 
utility plant .................................................................................... 219 
utility plant (summary; ...................................................................... 200-201 

Advances 

Allowances ....................................................................................... 228-229 
Amortization 

miscellaneous .................................................................................... 340 
of nuclear fuel .............................................................................. 202-203 

Appropriations of Retained Earnings .............................................................. 118-119 
Associated Companies 

advances from ................................................................................ 256-257 
corporations controlled by respondent ............................................................ 103 
control over respondent .......................................................................... 102 
interest on debt to .......................................................................... 256-257 

Attestation ............................................................................................ 1 
Balance sheet 

comparative .................................................................................. 110-113 
notes to ..................................................................................... 122-123 

Bonds ............................................................................................ 256-257 
Capital Stock ........................................................................................ 251 

discount ...................... ' .................................................................. 254 
expense .......................................................................................... 254 

installments recived ............................................................................. 252 
premiums ......................................................................................... 252 

subscribed ....................................................................................... 252 
Cash flows, statement of ......................................................................... 120-121 

from associated companies .................................................................... 256-257 

reacquired ....................................................................................... 251 

Changes 

Construction 
important during year ........................................................................ 108-109 

overheads, electric .............................................................................. 217 
overhead procedures, general description of ...................................................... 218 
work in progress - common utility plant .......................................................... 356 
work in progress - electric ...................................................................... 216 
work in progress - other utility departments ................................................. 200-201 

corporations controlled by respondent ............................................................ 103 
over respondent .................................................................................. 102 
security holders and voting powers ........................................................... 106-107 

controlled by .................................................................................... 103 

this report form ................................................................. i-ii 

Control 

Corporation 

incorporated ..................................................................................... 101 
101 CPA, background information on ....................................................................... 

CPA Certification, 
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e 

e 

INDEX (continued) 

Schedule Page No . 
Defer red 

credits. other ................................................................................... 269 
debits, miscellaneous ............................................................................ 233 
income taxes accumulated - accelerated 

income taxes accumulated - other property .................................................... 274-275 
income taxes accumulated - other ............................................................. 276-277 
income taxes accumulated - pollution control facilities .......................................... 234 

Definitions, this report form ......................................................................... iii 
Depreciation and amortization 

of c o m o n  utility plant .......................................................................... 356 
of electric plant ................................................................................ 219 

336-337 
Directors ............................................................................................ 105 
Discount on capital stock ............................................................................ 254 
Discount - premium on long-term debt ............................................................. 256-257 
Distribution of salaries and wages ............................................................... 354-355 
Dividend appropriations .......................................................................... 118-119 
Earnings, Retained ............................................................................... 118-119 
Electric energy account .............................................................................. 401 
Environmental protection 

amortization property ........................................................................ 272-273 

expenses ......................................................................................... 431 
facilities ........................................................................................ 430 

Expenses 
electric operation and maintenance ........................................................... 320-323 

unamortized debt .............. 2 .................................................................. 256 
Extraordinary property losses ........................................................................ 230 

electric operation and maintenance, sumdry ...................................................... 323 

Filing requirements, this report form 
General description of construction overhead procedure ............................................... 218 
General information .................................................................................. 101 
Instructions for filing the FERC ~ o r m  1 ............................................................. i-iv 
Generating plant statistics 

hydroelectric (large) ........................................................................ 406-407 
pumped storage (large) ....................................................................... 408-409 
src3ll plants ................................................................................. 410-411 
steam-electric (large) ....................................................................... 402-403 

Hydro-electric generating plant statistics ....................................................... 406-407 
Identification ....................................................................................... 101 
Important changes during year .................................................................... 108-109 
Income 

statement of, by departments ................................................................. 114-117 

deductions, interest on debt to associated companies ............................................. 340 

deductions, other income deduction ............................................................... 340 
deductions, other interest charges ............................................................... 340 

Incorporation information ............................................................................ 101 
Installments received on capital stock ............................................................... 252 

statement of, for the year (see also revenues) ................................................ 114-117 

deductions, miscellaneous amortization ........................................................... 340 

Attachment 
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INDEX (continued) 

Schedule Page No . - 
. .  Interest 

charges . on debt to associated companies ......................................................... 340 
charges. other ................................................................................... 340 
charges . paid on long-term debt, advances, etc ............................................... 256-257 

nonutility property .............................................................................. 221 
subsidiary companies ......................................................................... 224-225 

Investment tax credits, accumulated deferred ..................................................... 266-267 
Law, excerpts applicable to this report form .......................................................... iV 
List of schedules, this report form .................................................................. 2-4 
Long-term debt ................................................................................... 256-257 
Losses-Extraordinary property ........................................................................ 230 
Materials and supplies ............................................................................... 227 
Meters and line transformers ......................................................................... 429 
Miscellaneous general expenses ....................................................................... 335 
Notes 

to balance sheet ............................................................................. 122-123 
to Statement of changes in financial position ................................................ 122-123 
to statement of income ....................................................................... 122-123 
to statement of retained earnings ............................................................ 122-123 

Nonutility property .................................................................................. 221 
Nuclear fuel materials ........................................................................... 202-203 
Nuclear generating plant, statistics ............................................................. 402-403 
Number of Electric Department Employees .............................................................. 323 

Ope rating . 

Investments 

Officers and officers' salaries ...................................................................... 104 

expenses-electric ............................................................................ 320-323 
expenses-electric (summary) ...................................................................... 323 

Other 
paid-in capital .................................................................................. 253 
donations received from stockholders ............................................................. 253 
gains on resale or cancellation of reacquired 
capital stock .................................................................................... 253 
miscellaneous paid-in capital .................................................................... 253 
reduction in par or stated value of capital stock ................................................ 253 
regulatory assets ................................................................................ 232 
regulatory liabilities ........................................................................... 278 

Overhead, construction-electric ...................................................................... 217 
Peaks, monthly, and output ........................................................................... 401 
Plant. Common utility 

accumulated provision for depreciation ........................................................... 356 
acquisition adjustments .......................................................................... 356 
allocated to utility departments ................................................................. 356 
completed construction not classified ............................................................ 356 
construction work in progress .................................................................... 356 

held for future use ............................................................................... 356 

leased to Others ................................................................................. 356 
Plant data ....................................................................................... 217-218 

expenses ......................................................................................... 356 

in service ....................................................................................... 356 

336-337 
401-429 _.I. 
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INDEX (continued) 

Schedule Page No . 
Plant . electric 

accumulated provision for depreciation ............................................................ 219 
construction work in progress .................... 
held for future use ............................. 
in service ...................................... 
leased to others ................................ 

Plant - utility and accumulated provisions for deprec 
amortization and depletion (sununary1 ............ 

Pollution control facilities. accumulated deferred 
income taxes ...................... 

Power Exchanges ....................... 
Premium and discount on long-term debt 
Premium on capital stock .............. 
Prepaid taxes ......................... 
Property . losses. extraordinary ...... 
Pumped storage generating plant statist 

............. 

.............. 

................................................ 216 

................................................ 214 

................................................ 213 
ation 
................................................ 201 

204-207 ............................................ 

................................................ 234 

............................................ 326-327 
............................................................... 256 
.............................................................. 251 
.......................................................... 262-263 
.............................................................. 230 
cs ....................................................... 408-409 

Purchased power (including power exchanges) ...................................................... 326-327 
Reacquired capital stock ............................................................................. 250 
Reacquired long-term debt ........................................................................ 256-257 
Receivers' certificates .......................................................................... 256-257 
Reconciliation of reported net income with taxable income 

Regulatory cormhission expenses deferred .............................................................. 233 
Regulatory commission expenses for year .......................................................... 350-351 
Research, development and demonstration activities ............................................... 352-353 
Retained Earnings 

amortization reserve Federal ..- ................................................................. 119 
appropriated ................................................................................. 118-119 
statement of, for the year ................................................................... 118-119 
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A T T O  A N  E Y  S 

May 17,1999 

421 West Main Street 
Post Office Box 634 
Frankfort, KY 40602-0634 

[502] 223-4124 Fax 
w s t i t e s  corn 
Mark R. Overstreet 

moverstreet@stites.com 

[502] 223-3477 

[502] 2234477 Ext. 219 

Ms. Helen Helton 
Executive Director 
Public Service Commission of Kentucky 
P.O. Box 615 
Frankfort, KY 40602-06 15 

RE: In the Matter of Joint Application of Kentucky Power Company, 
American Electric Power Company, Inc. and Central and South West 
Corporation, P.S.C. Case No. 149 

Dear Ms. Helton: 

Please accept for filing the original and 12 copies of the Responses of Kent 
Company, American Electric Power Company, Inc. and Central and South West 
(the “Joint Applicants) to the Commission’s Information Request dated May 1 1, 
has been provided to all parties of record in conformity with the certificate of service attached to 
the Responses. 

Also, please accept for filing an original and seven copies of the Joint Applicants’ 
Responses to the Information Requests of Kentucky Electric Steel, Inc. (Second Set) and 
Attorney General, Office of Rate Intervention (Second Set). A copy has been provided to all 
parties of record in conformity with the certificate of service attached to the Responses. 

Thank you for your assistance in this matter. 
/-\ 

clh 

cc: William H. Jones, Jr 
Elizabeth Blackford 
James Brew 
Richard S. Taylor 
David F. Boehm 

KE057:KE13 1 :2147:FRANKFORT 

Louisville, KY Lexington, KY Frankfort, KY Hyden, KY Jeffersonville, IN Washington, D C  

mailto:moverstreet@stites.com
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POWER COMPANY, AMERICAN ELECTRIC ) 
POWER COMPANY, INC., AND CENTRAL 1 
AND SOUTH WEST CORPORATION ) 
REGARDING A PROPOSED MERGER ) 
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RESPONSE OF KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

Filed May 17,1999 



CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Joint Applicants' Response to Commission's 
Information Request dated May 11, 1999 was served by overnight delivery on this 14th day of 
May, 1999 upon: 

Elizabeth E. Blackford 
Assistant Attorney General 
Office of Rate Intervention 
1024 Capital Center Drive 
Frankfort, Kentucky 40601 

David F. Boehm 
Boehm, Kurtz & Lowry 
21 10 CBLD Center 
36 East Seventh Street 
Cincinnati, Ohio 45202 

James W. Brew 
Brickfield Burchette Ritts, P.C. 
1025 Thomas Jefferson Street, N.W. 
Eighth Floor, West Tower 
Washington, D.C. 20007 Fifth Floor 

William H. Jones, Jr. 
VanAntwerp, Monge, Jones & Edwards, 
LLP 
1544 Winchester Avenue 

Ashland, Kentucky 4 1 105- 1 1 1 1 

Richard S. Taylor 
Capital Link Consultants 
3 15 High Street 
Frankfort, Kentucky 40601 

----..-_ 

Mark R. Overstreet 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE JOINT APPLICATION OF KENTUCKY POWER 1 
COMPANY, AMERICAN ELECTRIC POWER COMPANY, 
INC. AND CENTRAL AND SOUTH WEST CORPORATION ) 
REGARDING A PROPOSED MERGER ) 

) CASE NO. 99-149 

O R D E R  

IT IS ORDERED that American Electric Power Company, Inc. ("AEP") shall file 

the original and 12 copies of the following information with the Commission no later than 

May 17, 1999, with a copy to all parties of record. Each copy of the data requested 

shall be placed in a bound volume with each item tabbed. When a number of sheets 

are required for an item, each sheet shall be appropriately indexed, for example, Item 

l(a), Sheet 2 of 6. Include with each response the name of the witness who will be 

responsible for responding to questions relating to the information provided. Careful 

attention should be given to copied material to ensure that it is legible. Where 

information requested herein has been provided along with the original application, in 

the format requested herein, reference may be made to the specific location of said 

information in responding to this information request, When applicable, the information 

requested herein should be provided for total company operations and jurisdictional 

operations, separately. 

1. Refer to the response to the Commission's April 28, 1999 Order, Item 1. 

The question was seeking information concerning the potential exposure of Kentucky 

Power in the event a termination of the merger occurred. It is fully understood that 

these fees or payments will not be payable unless the merger is terminated pursuant to 



Section 9.1 of the Merger Agreement. With this clarification, provide the originally 

requested information. 

2. Refer to the response to the Commission’s April 28, 1999 Order, Item 15. 

The response only answered part of the request. Under the Affiliate Standards 

contained in the Indiana Settlement, would market information be readily available to an 

affiliate engaged in activities other than exempt wholesale generation or power 

marketing, such as telecommunication services or home appliance repair? Explain. 

3. Refer to the response to the Commission’s April 28, 1999 Order, Item 33. 

AEP/Kentucky Power have committed to provide the annual performance measures by 

the end of May of the year following the calendar year in question. 

a. 

b. 

Explain why it will take fnre months to provide this information. 

In the jurisdictions where this information is already provided 

routinely, indicate by jurisdiction how promptly AEP must provide this information. 

c. indicate how promptly AEP and CSW have ~mimitt6d to providing 

this information in other jurisdictions. 

4. Refer to the response to the Commission’s April 28, 1999 Order, Item 20. 

The first sentence is not responsive to the original request. The testimony was dear 

that “no revenue enhancement opportunities were identified in this transaction.” The 

request referred to Mr. Flaherty‘s example of increased off-system sales as a revenue 

enhancement opportunity. The request asked for an explanation of why the 

combination of AEP and CSW would not create a greater level of such revenue 

enhancement opportunities than the two systems could expect operating independently 

of each other. Please provide the explanation sought by the original request. 

-2- 
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5. Refer to the response to the Commission' April 28, 1999 Order, Item 22. 

It is proposed that the estimated "Net Production-Related Savings" of $98 million arising 

from the merger be allocated on a 50150 - basis between AEP and CSW (as shown in Mr. 

Munczinski's Exhibit R E M 4  $49 million would be allocated to each company). Mr. 

Baker's Exhibit JCB-2 shows that the Net Production-Related Savings were calculated 

by taking the estimated $198 million in Production-Related Savings, less the estimated 

$39 million in Transmission Costs, less the estimated $61 million in Foregone Net 

Revenues, to arrive at $98 million in Net Production-Related Savings. As indicated in 

part (a) of the above-referenced response, the power flows over the 250 MW 

transmisslon path are proJected to be predominately from the East Zone to the West 

Zone. Also in part a. of the response Mr. Baker indicates that the $61 million in 

Foregone Net Revenues is an estimation of the amount that the East Zone (AEP) would 

not be receiving as a result of sales to the West Zone (CSW). Therefore, the 

Production-Related Savings occur due to AEP's coal-fired generation displacing CSWs 

higher priced gasfired generation. In addition, the Foregone Net Revenues will be 

AEP's foregone revenues by virtue of its sales to CSW (presumably, the Transmission 

Costs would be costs borne by CSW as the party on the receiving end of these 

transactions). Given these circumstances, with the benefits being created by AEP and 

with AEP experiencing the greater amount of costs, Le. lost revenues, explain why the 

50/50 sharing is reasonable from the perspective of AEP. 

6. Refer to the response to the Commission's April 28, 1999 Order, Item 24. 

Therein, Mr. Bailey delineates several measures already in place or planned foe the 

future to improve system reliability in the Kentucky Power service area, Mr, 

-3- 
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a Bailey's direct testimony and exhibits identify the three primary measures used by AEP 

to monitor its service reliability and the three primary measures used to monitor the 

performance of its call centers. Is AEP willing to file with the Commission quarterly 

reports of these service reliability and performance measures? 

Done at Frankfort, Kentucky, this 11" day of May, 1999. 

By the Commission 

ATTEST: 

Executive Director 



KPSC Case No. 99-149 
Staffs (2nd Set) 

Order Dated May 1 1, 1999 
Supplemental Request for Information 

ItemNo. 1 
Sheet L o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Refer to the response to the Commission's April 28, 1999 Order, Item 1. The question was 
seeking information concerning the potential exposure of Kentucky Power in the event a 
termination of the merger occurred. It is hl ly  understood that these fees or payments will not 
be payable unless the merger is terminated pursuant to Section 9.1 of the Merger Agreement. 
With this clarification, provide the originally requested information. 

RESPONSE: 

If the proposed merger is terminated and the referenced payments are made by AEP, it is 
expected that such fees and expenses will be paid by the parent company and only allocated 
by the parent to, among others, Kentucky Power Company if they are recoverable from 
ratepayers. 

WITNESS: RICHARD E. MUNCZINSKI 





KPSC Case No. 99-149 
Staffs (2nd Set) 

Order Dated May 1 1, 1999 
Supplemental Request for Information 

ItemNo. 2 
Sheet I o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Refer to the response to the Commission's April 28, 1999 Order, Item 15. The response only 
answered part of the request. Under the Affiliate Standards contained in the Indiana 
Settlement, would market information be readily available to an affiliate engaged in activities 
other than exempt wholesale generation or power marketing, such as telecommunication 
services or home appliance repair? Explain. 

RESPONSE: 

No market information (Le., customer names and consumption information) is supplied to 
any affiliate without the written consent of the customer specifying the information to be 
released. 

WITNESS: RICHARD E. MUNCZINSKI 
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KPSC Case No. 99-149 
Staffs (2nd Set) 

Order Dated May 1 1, 1999 
Supplemental Request for Information 

ItemNo. 3 
Sheet 1 o f  3 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Refer to the response to the Commission's April 28, 1999 Order, Item 33. AEPKentucky 
Power have committed to provide the annual performance measures by the end of May of the 
year following the calendar year in question. 

a. Explain why it will take five months to provide this information. 

b. In the jurisdictions where this information is already provided routinely, indicate by 
jurisdiction how promptly AEP must provide this information. 

c. Indicate how promptly AEP and CSW have committed to providing this information 
in other jurisdictions. 

RESPONSE: 

a. The end of May timeframe was suggested to give company personnel sufficient time 
to receive all the needed input datdinformation from either our field organizations or 
our suppliers (in the case of "call blockage" information) and allow them adequate 
time to verify, process and analyze the data to develop the necessary reports for the 
Commission given other year end workload reporting requirements. The next couple 
of paragraphs describe some of the detail involved in pulling together the reliability 
information. A similar process is involved in compiling the Call Center information. 
In addition, this timeframe is consistent with the timeframes for providing similar 
information in other AEP jurisdictions. 

The AEP "Distribution Outage Reporting" (DOR) system consists of various 
procedures and a form called the "Trouble Damage and Interruption Report" or 
"TDIR". To achieve accurate reporting, the minimum time required to verify and 
process reports in the system is six weeks after the last day of the reporting month. 
One reason for this is our on-line validation process at the point of data entry. This 

WITNESS: MARK A. BAILEY 



KPSC Case No. 99-149 
Staffs (2nd Set) 

Order Dated May 1 1, 1999 
Supplemental Request for Information 

Item Wo. 3 
Sheet 2 o f  3 

RESPONSE CONTINUED: 

validation procedure involves filing all records having an outage duration in excess of 
6 hours or involving an operation of a station breaker in an "Un-Approved TDIR 
Report" file. Region Coordinators are assigned to review and approve the reports in 
this file on a weekly basis to verify that the data is correct. If any data is questionable, 
the coordinator will return the TDIR entry back to the point of origin for verification 
and /or corrections. This procedure may take another 2 weeks due to various reasons 
(i.e. vacations, shift change in work schedules of field personnel, etc.). Another 
reason for the required time is what is known as the TDIR "Deferred File". This 
allows the data entry person to defer a TDIR report if information contained in it is 
incomplete. A deferred report may be held until the time when all missing data is 
collected and entered into the system. 

Major storms can result in additional time requirements to collect, sort and send all 
the hard copy reports to the appropriate areas for data entry. After all data entry is 
completed, verified and approved for the month, another validation report is 
performed on all the data to assure that the correct weather conditions (major storm, if 
applicable) coding was entered correctly. Again, if data is incorrect, revisions will 
have to be made and the process starts over. Although this validation process may 
appear to be time consuming, our goal is to compile the most accurate and complete 
outage data possible to allow us to identify areas where improvement(s) can be made. 

b. The following is a summary by state jurisdiction for the AEP service territory. 

Indiana - This type of information has not been regularly provided to the Commission 
in the past. The recent merger settlement agreement in Cause No. 4 12 10 specified that 
the information will be provided by the end of May in the year following the year in 
question. 

Michigan - Information which could be used to derive the CAIDI and SAIFI indices 
has been reported informally to the Commission's Engineering Division for several 
years. No specific timeframe to provide the information has been specified. The last 
two years reports were dated April 9, 1999 and April 21, 1998, respectively. 

WITNESS: MARK A. BAILEY 



KPSC Case No. 99-149 
Staffs (2nd Set) 

Order Dated May 11, 1999 
Supplemental Request for Information 

ItemNo. 3 
Sheet 3 o f  3 

RESPONSE CONTINUED: 

Ohio - The Commission has adopted a state-wide requirement for all electric utilities 
to report reliability information by May 1st of the following year for the year in 
question. 

West Virginia - There is no formal requirement to provide this type of information. 
Previously, we provided a member of the Commission staff with reliability data. The 
last report sent provided 1997 information. Although we have no record of the actual 
date this information was provided, AEP regulatory personnel based in West Virginia 
believe it was in the AprilMay timeframe. 

Virginia - As part of the company's last rate case stipulation which is scheduled to 
expire on December 3 1,2000, we agreed to provide reliability information. There was 
no explicit timeframe spelled out in the stipulation for reporting this information. We 
provided our first report covering 1998 performance in April of this year. 

Tennessee - This information is not being provided to the Commission. 

c. The following summary lists AEP and CSWs commitments for reporting this 
information in the CSW states. 

Arkansas - Under the terms of the merger settlement, AEP and CSW agreed to 
provide reliability information by the end of May in the year following the year in 
question. 

Oklahoma - Under the terms of the merger settlement, AEP and CSW agreed to 
provide reliability information by the end of May in the year following the year in 
question. 

Louisiana - The Commission has adopted a statewide requirement for all electric 
utilities to report reliability information by April 1 st of the year following the year in 
question. 

Texas - The Commission has adopted a state-wide requirement for all electric utilities 
to report reliability information within 45 days after the end of the period being 
reported. 

WITNESS: MARK A. BAILEY 





KPSC Case No. 99-149 
Staffs (2nd Set) 

Order Dated May 1 I., 1999 
Supplemental Request for Information 

ItemNo. 4 
Sheet 1 o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Refer to the response to the Commission's April 28, 1999 Order, Item 20. The first sentence 
is not responsive tot he original request. The testimony was clear that "no revenue 
enhancement opportunities were identified in this transaction." The request referred to 
Mr. Flaherty's example of increased off-system sales as a revenue enhancement opportunity. 
The request asked for an explanation of why the combination of AEP and CSW would not 
create a greater level of such revenue enhancement opportunities than the two systems could 
expect operating independently of each other. Please provide the explanation sought by the 
original request. 

RESPONSE: 

Applicants believe that there are opportunities to integrate CSWs generation merchant 
function with AEP's existing generation merchant function to seek additional off-system 
sales. Seeking additional off-system sales will require additional resources. At this time, 
Applicants have not prepared an estimate of post-merger off-system sales or a quantification 
of the cost of the additional resources required. 

WITNESS: RICHARD E. MUNCZINSKI 



KPSC Case No. 99-149 
Staffs (2nd Set) 

Order Dated May 1 1, 1999 
Supplemental Request for Information 

Item No. 5 
Sheet L o f  2 

RESPONSE: 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Refer to the response to the Commission’ April 28, 1999 Order, Item 22. It is proposed that 
the estimated “Net Production-Related Savings” of $98 million arising from the merger be 
allocated on a 50150 basis between AEP and CSW (as shown in Mr. Munczinski’s 
Exhibit REM-4. $49 million would be allocated to each company). Mr. Baker’s 
Exhibit JCB-2 shows that the Net Production-Related Savings were calculated by taking the 
estimated $198 million in Production-Related Savings, less the estimated $39 million in 
Transmission Costs, less the estimated $61 million in Foregone Net Revenues, to arrive at 
$98 million in Net Production-Related Savings. As indicated in part (a) of the above- 
referenced response, the power flows over the 250 MW transmission path are projected to be 
predominately from the East Zone to the West Zone. Also in part a. of the response 
Mr. Baker indicates that the $61 million in Foregone Net Revenues is an estimation of the 
amount that the East Zone (AEP) would not be receiving as a result of sales to the West Zone 
(CSW). Therefore, the Production-Related Savings occur due to AEP’s coal-fired generation 
displacing CS W’s higher priced gas-fired generation. In addition, the Foregone Net 
Revenues will be AEP’s foregone revenues by virtue of its sales to CSW (presumably, the 
Transmission Costs would be costs borne by CSW as the party on the receiving end of these 
transactions). Give these circumstances, with the benefits being created by AEP and with 
AEP experiencing the greater amount of costs, i.e. lost revenues, explain why the 50150 
sharing is reasonable from the perspective of AEP. 

With regard to the Transmission Costs, the cost of the firm transmission is a sunk cost which 
is allocated equally to each of the Zones in accordance with Service Schedule B, Section B2 
of the System Transmission Integration Agreement “...the charges paid to third parties for 
firm transmission capacity to link the two zones and any revenues from the resale of 
transmission rights acquired in order to link the two zones shall be allocated equally between 
the AEP East Zone and the AEP West Zone. Allocation of such revenues within each zone 
shall be done on the same basis as before the Merger.” 

WITNESS: J.  CRAIG BAKER 
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KPSC Case No. 99-149 
Staffs (2nd Set) 

Order Dated May 1 1 ,  1999 
Supplemental Request for Information 

ItemNo. 5 
Sheet 2 o f  2 

. .  

RESPONSE CONTINUED: 

In the pricing of System Energy Exchanges under the System Integration Agreement (SIA), 
margins associated with foregone sales opportunities will be included in determining the 
selling zone's out of pocket cost in accordance with Service Schedule C and Section 1.3 1 of 
the SIA. Discussion and examples of the pricing of System Energy Exchanges are included 
in J. Craig Baker's Direct Testimony on pages 12 and 13. 

As indicated in Exhibit JCB-2, the merger results in $198 million of production cost savings. 
In order to achieve those production cost savings, 250 MW of firm transmission service is 
required. Thus, the $39 million associated with firm transmission is necessary to achieve 
those savings; the Applicants believe it is reasonable to split that cost 50/50. As indicated in 
Service Schedule C and the discussion on pages 12 and 13 of J. Craig Baker's testimony, the 
selling zone will be compensated for its foregone sales opportunities. Hence, as a result of 
the merger, AEP will be benefiting from $49 million of net production-related savings that it 
would not otherwise have achieved. 

In conclusion, the Applicants believe the split savings methodology is consistent with the 
Applicants' goal to share the benefits over and above what would have been achieved as 
independent systems. 
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KPSC Case No. 99-149 
Staffs (2nd Set) 

Order Dated May 11, 1999 
Supplemental Request for Information 

ItemNo. 6 
Sheet 1 o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Refer to the response to the Commission’s April 28, 1999 Order, Item 24. Therein, 
Mr. Bailey delineates several measures already in place or planned for the future to improve 
system reliability in the Kentucky Power service area. Mr. Bailey’s direct testimony and 
exhibits identify the three primary measures used by AEP to monitor its service reliability 
and the three primary measures used to monitor the performance of its call centers. Is AEP 
willing to file with the Commission quarterly reports of these service reliability and 
performance measures? 

RESPONSE: 

AEPKentucky Power could provide the specified service reliability and performance 

achieve the same result in a more effective manner. While we generally monitor our 
performance in key areas on a more frequent basis, we typically evaluate performance trends 
over a period longer than three months (due in large part to the fact that system conditions 
generally will not change in such a short timeframe and due to the effect that storms can have 
on results) before concluding that action which would require a significant change in process 
or the commitment of substantial financial resources needs to be taken. A year is more 
typical of the timeframe used to evaluate results. This timeframe also coincides with our 
fiscal and business planning cycles 

, measure information quarterly. However providing the information on an annual basis may 

WITNESS: MARK A. BAILEY 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Joint Applicants' Response to Second Set of 
Interrogatories and Requests for Production of Documents Propounded by Kentucky Electric 
Steel, Inc. to American Electric Power Company, Inc. was served by overnight delivery on this 
14th day of May, 1999 upon: 

Elizabeth E. Blackford 
Assistant Attorney General 
Office of Rate Intervention 
1024 Capital Center Drive 
Frankfort, Kentucky 40601 

David F. Boehm 
Boehm, Kurtz & Lowry 
21 10 CBLD Center 
36 East Seventh Street 
Cincinnati, Ohio 45202 

James W. Brew 
Brickfield Burchette Ritts, P.C. 
1025 Thomas Jefferson Street, N.W. 
Eighth Floor, West Tower 
Washington, D.C. 20007 Fifth Floor 

William H. Jones, Jr. 
VanAntwerp, Monge, Jones & Edwards, 
LLP 
1544 Winchester Avenue 

Ashland, Kentucky 41 105-1 11  1 

Richard S .  Taylor 
Capital Link Consultants 
3 15 High Street 
Frankfort, Kentucky 40601 



. . ... 

Mark R Overstrepr, Esq. 
Stites & Harbison 
421 West Main Street 
Fraalrfon, KY 40602 

6 R I C K F I E L D -  

B u R C H E T T E  

R I T T J . P C '  

May 11,1999 

Re: P.S.C. Case No. 99-249 

Dear Mr, Overstreet 

Pursuant to the Commission's Procedural Order, enclased please h d  the 
Supplemental Informaion Requests of Kent& Electric Sreel, Inc. to American Eleciric 
Power Company.. Inc. Please consider the insmtions provided with kmtucky Electric 
Steel, Jnc.'s first set of interrogatories to bc applicable. Agaiu, given the shortness of 
time, if you have any questions regarding these requests please call irnindarely, 

BRICKFIELD, BURCHETTE & RITTS, P.C. 

py.6 a. %-\w 
James W. Brew 

Encloswe 



2 T O  6 - OF 
KENTUC KYEIL&CTRIC STEEL. INC. 

22 
AMERICAN ELECTRIC POWEB COMPANY. IN C. 

Case No. 99-149 

Please staze the date the last base fate case w a s  filed of each AIEP operaring 
company and CSW member sysrem. For each case, please provide: 

a. 

b. 

the Docket or case number 

the overall iilcrease/decrcase requested in terms of dollars and a 
percentage 

the overall increas4denease aaahorizcd in tenns of doUars and a 

percentage 

a statement indicating if the case was resolved by a seoelcment agreement 

c. 

d. 

For the years 1999,2000, and 2001, please provide: 

a. e ’ s  forecasted revenues fix transmission sewices provided to third 
parties 

AEP’s fmecasted total and net lwenues from wholesale sales to third 
parties 

AEP’s forecasted revenues b m  orher sources (please idemify) that will be 
credited to revenues of the operating companies 

b. 

c. 

For the years 1995, 1996, 1997, 1998 and 1999 to date, for Kentucky Power 
Company please: 

a. 

b. 

provide the Moody’sand S&P credit rating 

list each credit raling upgrade, grade af6mauon or downgrade and 
provide the reasons given by the rating agency for each 

the current credit rating assigned to the Company by Moody’s and S%P 

the criteria employed by Moody‘s a d  S&P in establishing the current 
credit rating 

provide copies of any credit alerts issued by Moody’s or S&P 

c. 

d. 

e. 



CEi CERTJXICATE OF SEIRVI 

I hereby certify that a copy of rhe foregoing Supplemenral Information Requtsts 
Of Ken&& Elccnic steel, Inc. To American Electric Power Company, Inc. was served 
via facsimile and First Class US. Mail, postage prepaid, this 1 I* day of May, 1999 on 
the fbllowing: 

Mark R. Overstreet, Esq. 
Scitcs & liarbison 
421 West Main Stmet 
Frankfu~t, KY 40602 

Richard G. Raff 
Public Sewice Commission of Kentucky 
730 Schenkel Lane 
P.O. Box 615 
Frankfort. KY 40602 

Elizabah E. Blackfbrd, Esq. 
Assistant Artorney Gened 
Office of Rate Intemention 
1024 Capital Cater Drive 
Frankfort, KY 40601 

David F. B o k ,  Esq. 
Baehm, Kure & Lowry 
21 10 CBLD Center 
36 East Seventh Street 
Cii ic i id ,  OH 45202 

William H. Jones, Esq. 
Vaw~werp,  Monge, Jones & Edwards, LLP 
1544 Winchester Avenue 
Fifth Floor Frankfort, KY 40601 

Richard S. Taylor: Esq. 
Attorney-&Law 
315 High S m  

Ashland, KY 41 105 
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KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Please state the date the last base rate case was filed of each AEP operating company and 
CSW member system. For each case, please provide: 

a. the Docket or case number 

b. the overall increase/decrease requested in terms of dollars and a percentage 

c. the overall increase/decrease authorized in terms of dollars and a percentage 

d. 

RESPONSE: 

a statement indicating if the case was resolved by a settlement agreement 

Please see the attached schedule for the requested information. 

WITNESS: RICHARD E. MUNCZINSKI 
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KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

For the years 1999,2000, and 200 1, please provide: 

a. AEP's forecasted revenues for transmission services provided to third parties 

b. AEP's forecasted total and net revenues from wholesale sales to third parties 

c. AEP's forecasted revenues from other sources (please identify) that will be credited to 
revenues of the operating companies 

c. No forecast of other revenue exists. 

WITNESS: RICHARD E. MUNCZINSKI 

RESPONSE: 

a. AEP's forecasted revenues for transmission services provided to third parties are: 
1999 $152.0 million 
2000 $167.2 million 
2001 $171.38 million 

b. AEP's forecasted total and net revenues from wholesale sales to third parties (off- 
system sales allocated to operating companies) are: 

Total Net 

1999 
Revenue Revenue 

$401.6 million $180.1 million 
2000 $616.5 million $291.9 million 
2001 $650.2 million $301.4 million 
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Sheet L o f  2 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

For the years 1995, 1996, 1997,1998 and 1999 to date, for Kentucky Power Company 
please: 

a. provide the Moody's and S&P credit rating 

b. list each credit rating upgrade, grade affirmation or downgrade and provide the 
reasons given by the rating agency for each 

C. 

d. 

e. 

the current credit rating assigned to the Company by Moody's and S&P 

the criteria employed by Moody's and S&P in establishing the current credit rating 

provide copies of any credit alerts issued by Moody's or S&P 
--'.-- 

RESPONSE: 

(a) First Mortgage Bonds 

YearEnd ___ S&P Moodvs 
1995 BBB+ Baal 
1996 BBB+ Baal 
1997 A Baal 
1998 A Baa 1 
1999 YTD A Baa 1 

Junior Subordinated Debenture ratings were established in 1995 at BBB and Baa3, 
respectively, and remain unchanged. 

Senior unsecured Debt rating were established in 1997 at BBB and Baa2, respectively, and 
remain unchanged. 

WITNESS: RICHARD E. MUNCZINSKI 

J 



KPSC Case No. 99-149 
KESI’s (2nd Set) 

Supplemental Request for Information 
Item No. 17 

Sheet 2 o f  2 

RESPONSE CONTINUED: 

(b) See item (a). See the attached information. 

(c) See item (a). 

(d) The criteria used by the rating agencies are in their publications which are 
copyrighted. Generally, they consider financial and operating factors, management 
and regulation among the factors. 

(e) None regarding Kentucky Power. 

WITNESS: RICHARD E. MUNCZINSKI e, 
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Ratings 
$253,500,000 First Mortgage Bonds .... BB& 
Commercial Paper ................................ F-2 
Credit Trend ..................................... Stable 

Analyst 
lohn Wait 
(21 2) 908-0523 

-pony Contach 
John S. B i k i  
Manager - Investor Relations 
(6 14) 223-2847 

AmKlndo A. Pena 
vice hedent  - Finance 
(6 14) 223-2850 

cOm-1 P a p  Dealer 
Menill Lynch Money Market, Inc. 

KESI's (2nd Set) 
Supplemental Request for Information 

Item No. 17 &!If 

Summary 
Ratings are afirmed on Kentucky Power 
Co.3 ( K K s )  outstanding 9235.5 million 

age bonds and 'f-2' com- 
e credit trend is stable. The 

cost and abundant Fossil-hred capacity, and 
capable management teum, as well as ex- 
cess leverage due to the lack of p r e k r r d  
q u i t  limited oppoMnity for sales growth, 
and eavy industrial I d .  

In 7993, K K s  awmge retail reulization 
was 4. I8 cents per &;lowwit-hour (kwh) and, 
on average, indushial customers paid only 
3.25 cents, b r  less thon he regional average 
and k p n d  the competitive reach of mn-  
utility generators. KPC operates the Sig 
Sandy lant, which is low cost and complies 
with P L se, I Clean Air Ad (W) require- 
ments. However, the plant's capacity comen- 
tration of 7,060 megcrwcrth (mw) is a 
concern. Athactivdy priced capacity and 
energy are purchased from the Rocl<port 
generating units, which are owned by an 
affiliated company, at 2.69 cents per kwh. 

KPC's mana ement team has controlled 
costs despite tXe challenge of operating a 
distribution system in a rural, mountainous 
service territory, Further, KPC's access to the 
American Electric Power Co. 1nc.f (AEP) 

competitive rates, low- 

HTCH 
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system maurces pmvi'des qwutiortal and rinoncal Rexi- 

from previous levels, and 

c u m t  fimncidpcuwmeters are clearly weak Icx the rating 
ccrtegory.P~rehaxinlere~tcovwoge/Cxrhe 12mthsended 
Dec. 3 I I 993 wlos I .95 times (xjl and total debt was high 
ai 60.0% of mpir~/izaticm, partialEy due to the absence of 
p m M s & .  IntemuI genemton of capital expenditures 
w s  45.2% I$r the p t ~ c  appmximaiing K K s  estimate br 
fhe upcoming h r  yean. In 1994, operating income 
should impr0.e somewhat os last year's mjor mainte- 
nance of Big Sandy will not recur and K K  will beneht 
hher from reduced purchased power costs due to the 
plant's availabilify. 

Nevertheless, K K  requires new base rote revenues to 
restore its financial porameten but has not yet announced 
a ratemaking strategy. Due to limited residential sales load 
and extensive low-margin industrial sales, K K  does not 

hove the luxury /CY grow sales to match oll costs ossocioted 
with new distribution plant, CAA complionce, and accruals 
related fa Financial Accounting Standard (FASJ 106. 

-_ . ' &lib 
K I T S  1993 earnings 

. .  Strengths 
L' - Low-cost, abundant cool-fired generotion. 

- Competitive rates. 
- Good environmental complionce. 

I FllCH INVESTORS SERVICE, INC. 

- Nuckr-heaopemtions. - Access to parent for financial and operating resources. 
- Nononregulateddvities. 

Risks 

- slowsalesgmvih. 
- Excess leverage; no pmfkred stock capital. 

- Extensive industrial hnd coal mining load. 
- Plant concentration in Big Sandy. - Need higher base mtes for (FAS) 106, Clean Air, 

higher service costs. 

Demographics 
K K  is one of the principal @ng utilities wholb owned 
by the holding company, American Electric Power. K K s  
service territory is located in eastern Kentucky; due to the 
mountainous region, K K s  transmission lines ond distribu- 
tion facilities are susceptible to damage by severe summer 
and winter 5tOm-15. 

K K  is a small  utility providing service to only 158,000 
customers drawn from a rural population of approximately 
360,000. In general, the service territory's per capita 
income is  well Mow state and national overages; Ken- 
tucky's nonmetropolitan per capita income wos only 
$1 3,380 in 1991. 

K K ' s  all-electric operations reflect moderote growth 
potential, with internal demand expected to increase by 
only 1.9% onnually from 1994-1997. Industrial lood i s  
projected to grow at o 1.1 % annual rote. This industrial 
customer group is important as it occounts for opproxi- 

2 

i 
I 
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Kmkb Power C I 
- ,$ 

;<>r. -iE:'"'f4/c4 6" 

? Kilowatt-Hour Sales 
(1  993) 

Residential 
Commercial 
Industrial 

Total Retail 

Wholesale 

4.6 
3.8 

11 4 
1.7 

(24.1) 

% d soles 

22.2 
11.6 
31.3 

65.1 

34.9 

0. 

4.94 
5.21 
3.25 

4.18 

1.55 

mately 50% of the internal sales load. Industrial revenues 
are significant, approximating $90 million, or about 30%, 
of $294.2 million in total 1993 revenues. 

The principal industry served is coal mining. This energy- 
intensive user group dominates K K s  i n d u s d  bod, with 
1992 billings of $44.6 million derived from 1.05 bil- 
lion M delivered. About 20 mining companies dominate 
the segment, and their businesses are vulnerable to shifting 
fuel consumption by end users. 

K K s  next largest industrial segment is petroleum refin- 
ing; one refiner, Ashland Oil, Inc., is  K K s  largest cus- 
tomer. This segment consumed 857 million kwh at the very 
economical average price of 2.69 cents. The third brgest 
q m e n t  is the rimary met01 industvy, which indudes KPCf 
second and 15: ird largest customers, ARMCO Inc. and 
Kentucky Elechic Steel Co. This segment's 1992 demand 
was 590 million kwh priced at 3.36 cenh/kwh. 

f 

ALP'S Clean Air Sirategy 
Phase I requirements (1 995) are being addressed consis- 
tent with AEPs system planning. Due to the excessive 
sulphur dioxide emissions in AEPSOhioopemtions, system 
compliance is concentmted on new wubben for Ohio 
Power's b i n  plant. AEP's decision to focus its clean air 
effort in Ohio is apparent in the table below. 

KPC's remaining clean air expenditures in Phase I are 
minor at S 10 million, relating to nitrogen oxide modifica- 
tions at Big Sandy. KK's sulfur dioxide emissions are well 
below AEP's system average and comfortably under the 
1995 Phase I mandate of 2.5 pounds per million British 
thermal unit (mm8tu). Far Phase II, KPC is  expected to 
receive emission alknvances from the AEP pool to meet 
more stringent requirements taking effect in 2O00. 

Electric Rates 
K K s  rates are competitive in all customer segments, and, 
given the IO-year gap since the last rate increase, the 
company should be able to justify its current Operating costs 
to the Kentucky Public Service Commission (KPSC). In 
1993, KK's avemge realization for residential kwfi wos 
4.94 cents, with commercial at 5.21 cents und industrial 
at 3.25 cents. The politicalb sensitive residential rate is 
Favorably positioned bekwthotofotherutilities in the state, 
such as Louisville Gas ((I EIectric Co.3 1992 rate of 
5.97 cents/kwh and Kentucky Utilities' 5.27 cents/kwh. 

Regionally, K K s  1992 industrial rates per kwh com- 
pared h r o b l y  with neighboring low-price utilities such 
as Allegheny Power System, Inc. (3.77 cents), Cincinnati 
G a s  8, Electric Co. (4.44 cents), and Kentucky Utilities Co. 
(4.42 cents). Further, K K  i s  able and willing to provide 

. 

Sulphur Dioxide Emissions by State 
(1991) 

AEP Toto1 97,209 ' 42.4 3.10' 

Indiana 
Kentucky 
Ohio 
Virginia 
West Virginia 

20,287 
5,043 

35,638 
5,191 

31,049 

11.3 
2.0 

15.0 
1.9 

12.1 

'AEP overoge. Note: Numbers may not add due to weighting. (. 

1.28 
1.64 
5.19 
1.28 
2.39 
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favorably priced energy to its high-volume customers, such 
as oil refinen, at prices overaging less than 2.8 cents/M. 

Regulation 
About 83% of K K s  revenues are regulated by the Ken- 
fucky Public Service Commission. Additionally, K K  is 
regulated by the Securities and k h a n  e Commission 

Act of 1935, is defined as a registered holding compan 

nancing, and various intercompany transactions, such as 
the Rockport unit power agreement (UPA). The S K  is not 
directly involved in ratemaking. 

K K  last received a general rate order in 1984. Hawever, 
in 1991  the KPSC effectively reset the company's rates to 
lower the imputed authorized return on equity (ROE) to 
13.5%. currently, no r e g u l m  issues are pending. K K  
sought to defer accruing FAS 106 costs, but the KPSC 
declined the request pending review in a subsequent gen- 
eral rote case. 

In 1992, the Kentucky Legihture enacted into h v  a 
provision that allows for current recovery of CAA compli- 
ance costs through the use of an "environmental wr- 
 charge^" To date, no Kentucky utility has taken advantop 
of this rate device. K K  has a ratstrackin mechanism for 

but has no odiustment for purchased power payments, or 
credits, defwmined for ca ity in the interconnection 
ogreememt. Currently, KPC s moved to a deficient pos- 
turn, due to an inordinately high peak and to Big Sand$ 
being &line for major maintenance, but will return to its 
customary 'long" position during 1994. 

Due to the AEP interconnection agreement, K K  will be 
affected by Ohio Power C0.k approximately $700 million 
obligation for Govin scrubben. When Gavin i s  completed 
in ea+ 1995, Ohio Power sturts its lease 
$70 million annually), with more than Xrx; o Ohio P d s  
payments to be recovered from KK and other pool mem- 
bers hai may be measured capacity deficient. 

K K s  additional annual revenue requirement to meet the 
pool cost allocations plus current service costs and the new 
FAS 106 accrual expenses could entail onetime increases 
of 5%-9%. Should Ohio Power sell any emission allow- 
ances, the proceeds could moderate K K s  new revenue 
requirement. 

( S K )  since AEP, under the Public Utility Ho I4 ing Company 

The S K  oversight concerns investments, asset sales, i: 

variable fuel costs and fluctuating levels o 9 off -system sales 

polmanh(about 

Plant 
KPC's generating plants and load centers are intercon- 
nected by an extensive transmission network with other 
AEP system companies to form an integrated power sys- 
tem. Important AEP subsidiaries in this power pool include: 
Appalachian Power Co., Columbus Southern Power Co., 
Indiana Michigan Power Co., and Ohio Power Co. KPC 

.. . 

:d 

. .  

FlTCH INVESTORS SERVICE, INC. 

accesses and shares in the AEP system's generating and 
transmission capacity. Payments for capacity sharing and 
for energy are governed by the rules of the AEP system 
power pool - specifically, the interconnection agreement 
and a separate transmission agreement. Also, KPC i s  
connected with non-offiliated regional utilities including 
Kentucky Utilities Co., the Tennessee Valley Authority, and 
East Kentucky Power Cooperative, Inc. 

Since AEP operates its poww generation and transmis- 
sion functions as a single interconnected and coordinated 
system, instollation of transmission lines and generating 
units is designed primarily to optimize consolidated opera- 
tions and secondarily to address member companies' 
specific needs. Due to this system approach, KPC typically, 
but not currently, has sufficient capocity when viewed on a 
stand-alone basis. Through the interconnection agreement, 
KPC shifts its excess capacity to members of the AEP system 
that are capacity "short." As indicated in the graphic 
above, Columbus Southern Power and Appalachian 
Power, which are capacity deficient, make payment to the 
AEP pool to benefit KPC, Indiana Michigan, ond Ohio 
Power, which were :long" on capacity in 1992. 

To illustrate the financial impact of system arrangements 
to KPC, note in the table on the next page that K K s  1992 
"credit" related to generation and transmission was $30.2 
million. This credit i s  derived by a formula that governs the 
flow of funds among the individual AEP utility units. 

KPC is  stricdy an electric operation with generating 
capacity concentrated in two cwl-fired stations, Big Sandy 
and Rockport. KPC has no nuclear involvement and no 
additions to generating capocity are under way. 

4 

c 
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Kenfucky P o w  Co 

& y n -  
c AEP System Power Pool 1992 - Costs and Revenues 
- 

($  Mil.) 

Kentucky Power Co. 

blot 
Credit/ 

Inklwnnatioil Tmnmirrian (charge51 

26 4.2 30.2 
Ap lachian Power Co. (243.0) (8.01 (25 1 .O) 

71 48.2 119.2 Indiana Michigan Power Co. 
Ohio Power Co. 264 ( 1  4.5) 249.5 

Toto1 0 0 0 

Inller~~nnection: Net credits/(charges) allocated under the interconnection agreement 
for capacity and economic energy. 

Tmnsmisslon: Net credits/(charges) allocated under the transmission agreement. 

Wbuksak Profit Allocated profit contribution based on sales to non-affiliates. 

(1  18) (29.9) (1  47.9) Co p" umbus Southern Power Co. 

Whdaclh 
P d i l  

3.7 

18.1 
9.1 

31.3 
15.7 

The Big Sandy units aggregate 1,060 mw, with unit 1 
contributing 260 mw and unit 2, 800 mw. The plant has 
low production costs of 1.42 cents/kwfi. Big Sa+ burns 
lower sulfur coal purchased hom non-affiliated mining 
opemtions. Big Sandy 1 is the older unit, in commercial 
use since 1963, but both units are expeded to remain 
operable for up to 30 more yean. 

In 1992, Big Sandy generated approximately 6.9 bil- 
lion kwh and KfC purchased another 3.4 billion M. The 
purchases were made pursuant to a UPA with the AEP 
Generating Co. whereby K K  i s  obligated to toke or pay 
for 15%, or 390 mw, of copocity and energy stemming 
from Rockport Generating Stdon. Rockport is  opemted by 
AEP subsidiary Indiana Michigan Power. This UPA will be 
in place until 1999, unless d. The Rockport energy 
i s  excess to K K s  retail needs, which remain k 6  billion 
M, and the energy is resold to AEP Service for distribution 
within AEP or for sale to third parties. 

K K  experienced its all-time internal peok demand, 
1,309 mw, on Jan. 19, 1994, with reserve margin stand- 
ing at 10.8%. 

Management 
Fitch considers K K s  management team fully capable of 
addressing the company's key challenges, which include 
maintaining good operations at Big Sandy, controlling 
expenses, and obtaining new rates more reflective of 
service costs. Monagement can draw on the professionals 
at AEP Service Co. to assist with legal, financial, economic 
development, marketing, engineering, and regulatory 
matters. Although AEP Service hos been downsized and t.. 

ovwoll 
Tocob 

33.9 

(232.9) 
( 1  38.8) 
150.5 
265.2 

77.9 77.9 

reorganized, these steps should not affect either the quality 
or timeliness of services provided to KPC. 

Overall, AEP and KPC will continue to focus on cost 
reduction to defend the present level of competitive retail 
and wholesale rates and to minimize capital expenditures. 
Fitch does not anticipate AEP's moving, in the near future, 
to diversify in any significant fashion. AEP management .* 

has indicated that it would undertake any new nonregu- 
lated inveshnent singly or in parhTecship with a major, 
experienced partner. 

Financial 
In 1993, KPC's operating income fell to $38.7 million from 
its three-year average of $50.2 million. With reduced 
operating profitability, ROE dropped to 9.25% hcun 1 3.5% 
in 1992 and pretax interest coverage w a s  down markedly 
from the 3 . 0 6 ~  recorded as recendy as 1990. Negative 
factors included costs associated with the major mainte- 
nance at Big Sandy, higher interconnection costs, contin- 
ued competitive pressure on AEP's wholesale volumes, 
accrual of FAS 106 costs, storm dam e expense, and lack 

what as KPC receives cash for returning to a capacity 
surplus position and os Big Sandy incurs no major main- 
tenance. 

During 1993, KPC issued $85 million in medium-term 
notes maturing hom 2003 and 2023. Proceeds were used 
to pay off $55 million in previously outstanding unsecured 
bank debt. KPC entered 1994 with a manageable out- 
standing short-term debt position of $38 million. Pursuant 

of ratemaking. In 1994, profitability 7! s ould recover some- , 

5 F K H  INVESTORS SERVICE, INC. 
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tained earnings level dropped by $4.7 milhon. KPC ex- 
pects AEP to increase its paid-in-capital by $35 million by 
1 996, starting with $1 0 million new capital in 1994. 

With no preferred stock in its capital structure, KK is  
highly leveraged, with total debt approximating 60%. KPC 
projects the capitol structure to remain stable 
through 1997. 

c .::,. .. . .  .'.,<:*; 
toon SEC-approved shelf r istration, $30 million remains 
for possible issuance of ium-term nates. 

et for 1994 and 1995 has 
been reduced to $97 million di3, m $ 1  15 million, thereby 
lowering the need to sell new debt. Previously, KPC's 
five-year forecast expeaed internal funds generation to 
meet only 50% of capital expenditures. 

AEP did not put any new equity into K K  in 1993, and 
due to dividends exceeding available earnings, the re- 

J- . ..-; -._,- 
The capital expenditure bu 

6 
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1993 

486.1 
7.8 
0.0 
52.1 
60.0 
0.0 
40.0 

558.8 

294.3 
100.0 
1.6 

255.5 
38.7 
0.1 
0.0 

20.8 
0.0 
18.0 
0.0 

18.0 

35.2 
15.9 

1.95 
1.95 
1.95 
1.95 
9.2 
8.2 
45.2 
6.3 
1.7 
15.2 
8.0 
76.2 

lpoz 

470.2 
3.6 
0.0 
54.0 
57.6 
0.0 
42.4 
542.5 

313.2 
100.0 
1.5 

265.0 
48.3 
0.2 
0.0 
21.9 
0.0 
26.5 
0.0 
26.5 

31.7 
22.4 

2.28 
2.28 
2.28 
2.28 
13.5 
5.2 
70.6 
5.8 
1.9 
17.2 
10.3 
74.5 

1991 1990 

466.8 
4.0 
0.0 
54.5 
58.4 
0.0 
41.6 
530.5 

306.8 
100.0 
5.7 

256.5 
50.3 
0.1 
0.0 
22.0 
0.0 
28.5 
0.0 
28.5 

29.2 
26.3 

2.55 
2.55 
2.55 
2.55 
15.0 
16.6 
90.2 
5.5 
1.6 
18.4 
10.8 
71.8 

446.2 
5.7 
0.0 
52.6 
58.3 
0.0 
41.7 

5 19.5 

333.6 
100.0 
10.8 

281.6 
51.9 
0.8 
0.7 
21.0 
0.0 
32.5 
0.0 
32.5 

42.0 
28.0 

3.06 
3.03 
3.06 
3.03 
18.0 
25.0 
66.8 
8.2 
2.1 
20.8 
11.6 
72.0 

1989 

412.4 
0.8 
0.0 
56.9 
57.7 
0.0 
42.3 
495.7 

- 

31 3.0 
100.0 
12.9 

256.8 
56.1 
0.4 
0.2 
20.3 
0.0 
36.3 
0.0 
36.3 

29.6 
34.2 

3.42 
3.41 
3.42 
3.41 
21.9 
26.3 
115.7 
6.0 
2.3 
22.6 
13.6 
68.8 

1988 

402.0 
2.5 
0.0 
58.4 
61.0 
0.0 
39.0 
490.9 

- 

257.6 
100.0 
7.1 

211.0 
46.5 
(1.01 
0.1 
21.6 
0.0 
24.1 
0.0 
24.1 

28.3 
23.0 

2.44 
2.44 
2.44 
2.44 
15.7 
22.6 
81.1 
5.8 
1.3 
17.5 
11.6 
68.2 

(a) Indudes current maturities d long-term debt and e x d k  lea? and +obligations. (b) Indudes prekrence stock. (c) Nd plant in service (idudi 
construction d in progress). (d) hdudes income taxes iduded in other income. (e) Akwance for fvnds used during conrhudon. (I) Indudes r e t a i 2  
earnings, dqueciatia, and amartization, deferred taxes, and KC; e x d k  AFUDC. (91 NomKllized b any writeoh or cxtroordinary items. (h] Interest 
caveqe excluding AFUDC also exdudes any phase-ins. (i) Funds from aperations (as d e h d )  divided by net construction. (1) Internal cash in this ratio 
ir  bdwe payment of dividends. 
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$40,000,000 Junior Subordinated 
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Commercial Paper ................................ F-2 
Credit Trend ................................ Declining 
(Changed from Stable on 2/ 1 4/96) 

Analysts 
Michad T. Sagges 
(2 1 2) 908-0579 

John Walt 
(21 2) 908-0523 
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John S. Bibcic 
Manager - Invedw Relations 
(61 4) 223-2847 

Armando A. Pena 
Senior Vice President - Finance 

and Treasurer 
(61 4) 223-2850 

Commercial Paper Dealers 
Merrill Lynch Money Markets Inc. 
Morgan Stanley & Co., Inc. 

June 17, 1996 

Summary 
Kentucky Power Co.3 (KPCJ ratings reflect 
the benefits K K  receives as a subsidiary of 
the American €/ectric Power Co. , Inc. (A€!'), 
including both financial and operational 
support, K K s  competitive electric rates, and 
low-cost, abundant coal-fired generation. 
However, the change in credit trend to de- 
clining hom stable reflects the expeded 6- 
n a n d  stress mused 6y he signilkant insreose 
in capital expenditures planned for 1996, 
the associated increased debt requirement, 
and the lack of incmenfal revenue to cover 
the new investment. 

As one of five principal wholly owned utility 
operating subsidiaries of AEP, K K  is part of 
one of the nation'skargest elechic utili/y com- 
panies, providing eledic sewice to approxi- 
mately seven million PeOpIe in parts of 
Kentucky, Ohio, Michigan, Indiana, Wet Vir- 
ginia, Virginia, and Tennessee. The AEP syr- 
tern owns or leases 23,759 megowtts (mw) 
of genemting capability at 38 power plants 
and is connected to 29 other utilities. In 1 995, 
A EP sold approximurdy I 2 1 billion kilowatt- 
hours (&) of electricity and had operating 
rwenues of nearly $5.7 billion, up from 
$5.5 billion in the previous year. 

K K s  retail mfes are among he h t  in its 
genem1 operating region. Its avero~e retail re- 
a/ization m s  $0.041 per hvh during 19951 
first IO monhs, &;le fheavwoge industrial rate 

1 
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of $0.032 per kwh I$vwobly positions the company br 
the compeh*tive bum. KFC o y s  and opetwtes only one 
1,060-mw coal-fired generating plant. Capaciv and en- 
ergy are also purchased horn the Rockport plant, which is 
owned and leased by olfiliates of KK, for approximately 
$0.024 per kwh. The concentration of the company-owned 
generation in one plant i s  partially mitigated by K W s  
access lo the AEP generating system. 

K K  is moving forword with an extensiw capitol expend;- 
lure program in I 996, which primrib consists of construct- 
ing o new transmission line and upgrading the existing 
transmission system. Fitch expects a significanf portion of th i s  
progrom to be funded with new debt and o capital contribu- 
tion From AEP and does not anticipate hot K K  will Ale for 
on increase to base rotes cover this investment. 

Strengths 
- Access to AEP genemting OM and tmnmission system. 
- Competitive rates. - Low-cost, abundant coal-fired generation. - No nuclear exposure. 

Risks 
- Additional debt required to fund capital expenditures. 
- Extensive industrial and cool mining lood. 

NTCH tNVESTORS SERVICE. LP 

- little opportunity for saks growth in sewice territory. 1 - Concenhot*on of generating resources in one plant. 
- Above-average reliance on short-term debt. 

bemographics 
K K  is en? in the generation, transmission, and 
distribution o electric capacity and energy to approxi- 
mateb 165,000 retail customers in eastem Kentucky. The 

1 
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Rate Comparison - 1995 Average Rates 
(Cents per M) 

K e n k k y  Power Co. 
Kentucky Utilities Co. 
Appalachian Power Co. 
Louisville Gas & Electric Co. 
Monongahela Power Co. 
Cincinnati G a s  8 Electric Co. 

Source: Resource Oota Intemotiml, Inc. first IO monhr of 1995 

R~idOf l t io l  commarciol 

4.94 5.16 
4.62 4.4 1 
5.75 5.14 
5.96 5.57 
7.62 6.45 
7.8 1 6.80 

company also sells and transmits whdesale power to AEP 
affiliates and other dectric utilities and municipalities in 
Kentucky. K K s  eastern Kentucky service territory is a rural, 
mountainous region in which the significant industrial em- 
ployers are involved in coal mining, petroleum refining, 
primary metals, and chemicals. An unemployment rate of 
nearly 8.0% (as of March 1995) exceded h overall 
Kentucky unemployment rate OF 5.0% and the national 
average of 5.7%. In 1995, KK‘s residential customer base 
increased by approximately 1.3% and its commercial cus- 
tomer base by about 1.8%, in line with industry QV~TOQB 
growth OF 1.4% and I.%, re&. Con-, the 
number of industrial customen deuecrsed by 4.0% versus 
an industry average dedine of leu than 1 .O%. 

2, K K s  residential 

commercial constituted 1 1  .O%, h e  industrial load w a s  
28.9%, and wholesale sales to AEP affiliates and unaffili- 
ated utilities accounted fw another 38.9%. The growth in 
kwh sold exceeded projections for all customer classes in 
1 995. The company forecasts continued growth in the sale 
of units in 1996 to each of its customer groups, albeit at 
more moderate growth rates. 

The industrial laad i s  composed OF a hewy concentration 
of sales to the coal mining industry and secondarily to the 
oil refining industry. In 1995, sales to industrial customers 
accounted for 29.5% of total operating revenues and 
36.7% of retail operating revenues. According to the 1994 
Uniform Statistical Report, 38.9% of K K s  industrial load 
was sold to the coal mining sector and 31 .O% to petroleum 
refining and related industries. Although there are various 
companies operating coal mines in K K s  service territory, 
this i s  viewed as a high concentration by a single industry 
for the company’s output. 

As exhibited in the pie chart on 
sales accounted for 21.2% of tota p”B” kwh soid in 1995, 

Rates 
KPC‘s rates are quite competitive when viewed in relation 
to neighboring electric utilities inside and outside of Ken- 
tucky (see table above). The compony’s overage realization 
for residential and commercial rates for 1995’s first 10 

l d u d  

3.15 
3.42 
3.68 
3.69 
4.26 
4.6 I 

months, at $0.049 per kwh and $0.052 per kwh, respec- 
tively, was lower than the average rates of all the noted 
companies except that of Kentucky Utilities Co. The over- 
age commercial rate i s  similar to that of Appalachian 
Power Co. (AK) ,  another AEP system company. K K ’ s  
average industrial rate, at $0.032 per kwh, was the lowest 
industrial rate of all the regional investor-owned utilities. 

The average industrial rate for a large-volume user on 
the K K  system ranged from $0.039 per kwh, for coal 
mining down to an avera priceolapproximatdy $0.026 

likely to make the company less vulnerable to competition 
as the industry moves tomrd deregulation. 

per kwt~ for petroleum re r ‘ning. K K s  current low rates are 

Regulation 
More than 80% of K K s  revenues are from retail sales, 
which are regulated by the Kentucky Public Service Com- 
mission (KPSC), while the balance, wholesale power soles, 
i s  regulated by the Federal Energy Regulatory Commission 
(FERC) under the Federal Power Act for rates for interstate 
sale at wholesale and transmission. K K  i s  also regulated 
by the Securities and Exchange Commission (SEC), since 
AEP is defined as a registered holding company under the 
Public Utility Holding Company Act of 1935 (PUHCA). 

K K s  regulatory environment i s  viewed as slightly above 
average by Fitch. The KPSC is not invdved in significant 
restructuring/retoil wheeling activity to dote, and i t  i s  more 
likely that the regulatory My will focus its reform primorily 
on performance-bad ratemaking and rate design modi- 
fications, which will assist industrial customers‘ competi- 
tiveness. It i s  Fitch’s opinion that electric industry reform in 
Kentucky i s  not a fast-track issue. 

Certain large industrial companies, primarily aluminum 
companies in western Kentucky, were drahing retail wheel- 
ing legislation in 1994, reportedly in response to high 
prices from Big Rivers Corp. However, Fitch notes that there 
are no bills currendy pending. 

K W s  last general rote order was in 1984; however, in 
1991, the KPSC required the company to reduce its rates by 
$ 1  I .5 million. Currentty, no regulatory issues ore pending 

FITCH INVESTORS SERVICE. 1.P 3 
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In 1994, the Kentucky Legislature passed legislation that 
allows for electric utilities to recover the full costs of de- 
mand-side management programs and provides for incen- 
tives that will encourage implementation of cost-effective 
demand-side management. In December 1995, the KPSC 
issued an order approving a three-year demand-side man- 
agement plan, which will end Dec. 31, 1998. Under the 
plan, program costs, net lost revenues, and incentives will 
be recovered from an annual surcharge tariff. The plan 
covers programs for residential, commercial, and indus- 
trial sectors. 

Plant 
One of KPC’s principal strengths i s  that the company is  
interconnected to the overall AEP system of generation and 
transmission facilities. The AEP system companies, which 
include A K ,  Columbus Southern Power Co. (CSP), Indi- 
ana Michigan Power Co. (Imp), and Ohio Power Co. 
(OPC), run their generating plants and transmission lines 
as a single, interconnected system. Each company can 
access the system’s generation and transmission capocity. 
Revenues and costs related to the system’s generating 
plants and each subsidiaries’ purchase of system capocity 
and energy are defined within an interconnection agree- 
ment. In addition. KPC is party too transmission ogreement 
that specifies haw the costs of the transmission system are 
shared among the AEP subsidiaries. Moreover, AEPs sub- 
sidiaries have entered into an interim allowance agree- 
ment, accepted by the FERC on Dec. 30, 1994, that 
provides a mechanism for the allocation of emission allow- 
ances and the financial value for those emission allowances 
to the generating companies of the AEP system. This agree- 
ment does not include the purchase and sale of such allow- 
ances to and from nan-affiliated parties. K K  i s  also 

connected with some unaffihed utilities - Kentucky utili- 
ties, East Kentucky Power Cooperative, Inc., and Tennessee 
Vaky  Authority. 

Since AEP operotes its power generation ond tranwnis- 
sion functions as a single, interconnected ond coordinated 
system, installation of transmission lines and generating 
units is designed primqrily to optimize consolidated opera- 
tions and, secondarib, to address member companies’ 
individual needs. Memben of the AEP system with exce~s 
capacity direct it to those that are short on capacity. As 
indicated in the chart a h ,  Apc and CSP, which were 

AEP System Power Pool - 1995 Costs and Revenues 
($ Mil.) 

Inkrconnec(ion/ 
Inkrim Allowance’ 

KenhK(cyPawerc0. 23.0 
Ap lachian Power Co. (252.0) 

(1  43.0) 
118.0 Indiana Michigan Power Co. 

Ohio Power Co. 254.0 

Total 0.0 

Co r umbus Southern Power Co. 

TdOl 

Wi/ Whdesob 

3.5 26.5 5.0 
(5.4) (257.4) 24.1 

(31.1) (174.1) 12.0 
46.7 164.7 34.7 
(13.7) 240.3 20.2 

0.0 0.0 96.0 

Tmnunisriont Chocge, Rdit* 
Tmnmirrion 

Non- A H i l i s A  

1.2 
6.0 
4.2 
4.0 

17.8 

34.0 

omoil 
Tomi 

32.7 
(227.3) 
(1  57.9) 
204.2 
278.3 

130.0 

‘Intercannechm agreement ond interim allowance agreement - Net credits/char es allocated under rhe interconnection a reement b r  capocity and 
econamic energy, and under interim allowance agreement for transfer of suyphur dioxide allowances asrocioted WI% transactions under the 
intercannechan reement tlronsmission - Net creditr/charges allocated under Ihe transmission ogreemen! +Wholesale proht - 4llocated profit 
contribution bas3 on sales to non.ohliates “Transmission services for non affiliates - Allocated proht contribution b a d  an transmisson sewice) for 
non-akliated cornpontes 
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capacity deficient in 1995, made poyments to the AEP pod 
to benefit K K ,  I W ,  and OK, which provided capacity 
to the system. 

To illustrate the financial impact of the system arrangements 
to K K ,  note in the table at the bottom of page 4 that K K f  
1995 credit related to generation and transmission was 
$26.5 million. This credit is Qrived by a h u l a  hat m s  
the fbw of funds among the individual AEP system companies. 

Within the context of the AEP system arrangements 
described earlier, KPC wholly owns and operates Big 
Sandy, a two-unit, 1,060-mw coal-fired generating sta- 
tion. The fuel burned at Big Son& i s  low-sulfur coal 
purchased substantially from unaffiliated producers under 
both long-term contracts and on the spot market. The first 
unit of Big Sandy went into service in I 963, and the second 
unit was placed into service in 1969. Variable production 
costs for the plant are low, amounting to 1.44 cents per 
kwh in 1994. It i s  estimated that these generating units will 
operate for approximately 30 more years. 

In addition to Big Sandy, K K  has a long-term contract 
for 390 mw of capacity and energy from the Rockport 
Plant, a two-unit, 2,600-mw coal-fired plant that is  owned 
and leased in part by affiliates l&MP and AEP Generating 
Co. The two Rockport units went on line in 1984 and 1989. 
Pursuant to a unit power purchase agreement with AEP 
Generating, which expires Dec. 31, 1999, K K  is obli- 
gated for the capacity payments whether or not the com- 
pany takes the power. Because of industry restructuring, it 
i s  uncertain at this time whether K K  will sign a long-term 
contract for capacity from Rockport when the c u m t  
contract lapses or whether AEP will look to ddl the ek&city 
outside of its system. 

In I 995, the Big Sandy plant generated approximately 
7,318 million kwh of electricity, and K K  purchased 3,437 
million kwh from the AEP power pool and unaffiliated 
entities. Of the amount generated and purchased, the 
company sold neariy 6,317 million kwh of retail and 
approximateb 4,025 million kwh of wholesale. These 
amounts were up from 5,977 million kwh of retail and 
3,304 million kwh of wholesale sold in 1994. 

The all-time one-hour peak demand for K K  was 1,418 
kilowatts (kw) on Feb. 5, 1996, which leh a resetve margin 
of only 2% if measured solely by the capacity of Big Sandy 
and K K s  contract with Rockport. However, as pari of the 
AEP system, K K  has access to significant additional gen- 
erating resources. Neither K K  nor the AEP system has 
plans to add any new generation until after 2000. 

Financial 
KPC'S operating revenues rose by approximately 7% to 
$328.1 million in 1995, due primarily to increases in 
energy soles to retail and wholesale customers of 6% and 
22% respectively. Wormer summer weather and a colder 

Kmr& Power Co 
- ... 

fourth quarter in 1995 os compared to 1994, as well os 
on increase in the number of residential and commercial 
customers, accounted for the growth in retail sales. Whole- 
sale energy sales, primarily to the AEP system power pool, 
rose on higher demand from both affiliated and unaffili- 
ated utilities. Soles to unaffiliated utilities were primarily 
short-term, low-margin sales. 

Operating expenses also were up in 1995 due to a 
significant increase in fuel expense, reflecting 25% greater 
net generation from Big Sandy (both of the Big Sandy 
generating units underwent scheduled boiler inspection 

and repairs in 1994, while major maintenance was per- 
formed on only one unit in 1995) and the provision for 
severance poy related to a planned staffing reduction at 
Big Sandy and K K s  share of a staffing reduction at 
Rockport. Still, operating income rose to $49.0 million in 
1995 from $46.1 million in 1994. 

An increase in interest expense, primarily resulting from 
the issuance of $40 million of junior subordinated defer- 
rable interest debentures in 1995, caused net income to 
remain relatively unchonged at $25.1 million from one 
year earlier. 

Some actions were taken to bolster K K s  capitalization 
ratios in 1995, including the issuance of the junior subor- 
dinated debt and a $1 O million capital contribution from 
AEP; however, the company's financial condition remained 
relatively unchanged from the prior yeor. KPC's debt-to- 
capitalization ratio improved to 53% at Dec. 31, 1995 
from 60% at Dec. 31, 1994, yet pretax interest coverage 
declined to 2.2 times (x) from 2 . 3 ~  as the interest expense 
increased. In oddition, the debt required to fund a sizable 
planned 1996 capital expenditure program will put in- 
creased pressure on the company's finonciol condition in 
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the near term. Furthermore, the high dividend payout ratio, 
which approximated 91% of net earnings in 1995,85% in 
1994, and exceeded net earnings in 1993, limits the 
growth in KPC's retained earnings. 

Since the junior subordinated debentures are subordi- 
note to all debt, the interest payments may be deferrable 
for up to five years, and the debentures mature in 2025, 
Fitch tieats 80% of the value of the debentures as a 
preferred stock equivalent and 20% as debt for analysis 
purposes (see Fitch Research on "Rating Hy6rid Securities, ,, 
d a d  December I I ,  I 9951. As the security nears maturity, 
its value os an equity equivalent i s  diminished and it will 
eventually be analyzed purely as debt. 

K K  anticipates initiating an unusually large capital ex- 
penditure program in 1996, which includes constructing 
new transmission lines, replacing existing transmission 
lines, and adding a unified power Row controller (UPFC). 
UPFC is  a new technology designed to improve transmission 
system stability. Capital expenditures in 1996 are expected 
to approximate $85 million, up from $39 million in 1995. 
The majority of the transmission upgrade will occur in 1996 
rather than over a span of three to four years, as originally 
planned. Fitch expects that h e  capitol axpenditures will be 
funded primarily by up to $50 million of new debt and o 
$30 million copital contribution horn AEP. AEP 0 1 4  
provided $10 million in capitol contributions to K K  in both 
1994 and 1995. K K k  capitol expenditurn from 1996- 
1 998 are estimated at $2 10 million, versus a p p r o x i d y  
$1 28 million from 1993-1 995. 

I 
! 

Short-Term Credit Arrangements 
Short-term debt, composed of notes payable and commer- 
cial paper, stood at $27 million at year-end 1995, versus 
approximately $55 million at year-end 1994. KPC is  
authorized under provisions of PUHCA, as administered 
by the SEC, to issue up to $1 50 million in short-term debt, 
a $50 million increase from one year earlier. Lines of credit, 
which are shared with the other AEP system companies, 
approximate $5OO million. 

Daily average commercial paper outstanding in 1995 
ranged from $22 million-$33 million. The maximum 
amount of commercial paper outstanding at any one point 
during the year totoled nearly $58 million. During th is  

Item No. 17 -* same quarter, KPC also reached a maximum of more than 
$62 million in notes wvable outstandina. It i s  KPC's 

I ,  " 
practice to finance current capital expenditures in excess 
of internally generated funds with short-term debt and then 
reduce the short-term debt with both long-term debt and 
capital contributions from AEP. However, while it i s  within 
the regulatory bounds set by PUHCA and follows company 
operating standards, Fitch views the high base level of 
short-term debt used by K K  in relation to the size of the 
company as a concern. 

Management 
In the fuce of dramatic change in the electric utility industry, 
AEP has taken a number of steps to prepare itself for a 
competitive fuhrre. This included a realignment in the 
company structure from separate operating company or- 
ganizations to functional business units - power genera- 
tion, nuclear generation, energy delivery, and corporate 
development. While th is  action should facilitate the poten- 
tial unbundling of generation sewices from transmission 
and distribution services, it is also intended to help AEP 
meet its customer needs mare effectively, streamline opero- 
tions, and reduce costs. AEP has also proposed the creation 
of an independent system Operotor (ISO), which would 
independendy manage a muhistab transmission grid. Fur- 
thermore, the company suppo~ a regional power ex- 
change, which would establish a competitive marketplace 
for generation and provide all customers with the benefit 
of market-based pricing. Through such proposals, AEP's 
management i s  attempting to actively participate in direct- 
ing the chon s in the regulated utility industry rather than 
just being a& by the inevitable restructuring. 

As of Jan. 1, 1996, each of AEP's subsidiaries began 
operating under the name AEP rather than by their pre- 
vious corporate names (e.9. Kentucky Power) to enhance 
the company's market recognition. There has been no 
change to the legal names of the operating subsidiaries 
nor to the legal, financial, rate, or regulatory relationships 
of AEP and its subsidiaries. As the regulated electric utility 
industry moves to a competitive marketplace, AEP sees 
value in a single brand name that will help to foster growth 
of its services both in and outside of the company's current 
sales territory 

6 
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Balance Sheet Summary 
Total Capitalization 

% Short-Term Debt 
% Lon -Term Debt (a) 

% Preferred Stock (b) 
% Common Equity 

%Toto 9 Debt 

Net Plant (c) 
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Ycao Ended Dcc. 31 
1995 lW4 1992 1991 I990 1993 

446.2 
5.0 10.7 7.9 3.6 4.0 5.7 

48.4 49.0 52.2 54.0 54.5 52.6 
53.4 59.7 60.0 57.6 58.4 58.3 

5.8 0.0 0.0 0.0 0.0 0.0 
40.8 40.3 40.0 42.4 41.6 41.7 

609.1 591.9 558.8 542.5 530.5 51 9.5 

466.8 470:2 540.2 51 7.1 486.1 

Income Statement Summary 
Operating Revenue 328.1 307.4 294.3 31 3.2 306.8 333.6 

% Electric 100.0 100.0 100.0 100.0 100.0 100.0 
Income Taxes (d) 3.9 2.2 1.6 1.5 5.7 10.8 
Operating Expenses 279.1 261.4 255.5 265.0 256.5 281.6 
Operating Income 49.0 46.1 38.7 48.3 50.3 51.9 
Other Income 0.0 (0.1 1 0.1 0.2 0.1 0.8 
AFUDC (e) 0.0 0.0 0.0 0.0 0.0 0.7 
Interest Charges 23.9 20.7 20.8 21.9 22.0 21 .o 
Nonrecurring Items 0.0 0.0 0.0 0.0 0.0 0.0 
Net Income 25.1 25.3 18.0 26.5 28.5 32.5 
Preferred Dividends 0.0 0.0 0.0 0.0 0.0 0.0 
Net for Common Stock 25.1 25.3 18.0 26.5 28.5 32.5 .. 

Funds Statement Summary 
Net Construction Expenditures 39.3 53.1 35.2 31.7 29.2 41.7 
Funds from Operations (f) 22.9 24.3 15.9 22.4 26.3 28.0 

Key Financial Statistics 
Pretax Interest Coverage (x) (9) 2.22 2.33 1.95 2.28 2.55 3.06 
Return on Average Common Equity (%) (9) 1 1.7 12.5 9.2 13.5 15.0 18.0 
% Internal Generation (h) 58.3 45.8 45.2 70.6 90.2 66.8 
Gross Expenditures/Net Plant (%) 6.5 9.0 6.3 5.8 5.5 8.2 
Internal Cash/Long-Term Debt (%) (i) 17.5 18.0 15.2 17.2 18.4 20.8 
Dividend Payout - Common Stock (%) 91.2 84.7 125.8 80.5 71.9 64.5 

(01 Includes current mobrities of bng-tem debt and junk subordinad debt and excludes k s e  and other obligohors. (b) Includes 80% ol the 'unior 
subordiry& debentures treuted os rekrred uity (c) Net pbnt in service (including construction work in progress). (d) Includes income toxer included 
in o h  income. (e) nlloworue lor R n d s  uude%uring construction. (f) Includes r e t o i d  earnings, depreciotion. omortizotion, deferred toxer, ond ITC. 
excludes AFUDC. ($,bkxylized for ony witeoffs or extraotdinary items. (h) Funds horn operotions (os delined) divided by net construction expenditures 
(i) Internal corh in is  roho is before he payment of dividends. 

7 FlTCH INVESTORS SERVICE. I . P  
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Debt protection measures have declined largely due to higher wefating and mainteoance expenses. Increased- and 
the weak ~conomy have limited off-system sales in recent years. However, Kentucky Power's rates am very COmpettt~W. External 
new money financing mll be required foc construcm expendrtures through 1996, mostly for transmlss~n and distnbulm Impwe 
m t s .  The long-tt3fm agreement mth affiliate AEP Generamg Company lo purchase 390 mw of CapacQ from the Rockpart Plant 
reduces reported coverages and increases leverage 

ShOrt-Tm OIIUWIC 
Credit protection measures should remain relatively stable with a combination of debt and equity expected to financ~ new m y  
needs. 
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BUSINESS DESCRlPnON 
KPCo is one of the five major 
operating subsidianes of the AEP 
system AEP is  a registered public 
utility holding company that owns 
directly or indirectfv all of the 
common stock of its operating 
electric utility subsidiaries. 
including Appalachian Power Co.. 
Colwnbus Southem Power Co.. 
Indiana Michigan Power Co.. and 
Ohio Power Co. IOPCoJ. The service 
area of AEPs electric subsidiaries 
contains seven million people and 
covers portions of Indiana. 
Kentucky, Michigan. Ohio, 
Tennessee, Virginia. and West 
Virginia. The total AEP service 
territory covers 45.400 square 
miles. The generating and 
transmission facilities of AEPs 
subsidiaries are interconnected. 
and its operations are coordinated 
as a single integrated electric utility 
system. Substantilty all of the AEP 
wtem's operating m u e s  are 
derived fmm providing electric 
tenrice. 

AEP has realigned its organization 
stnxture to mate a distinct power 

groupand an eneroy 
transmission and distribution gmup. 
Cunentty. how-. thera am no 
chanps in asset ormarship or 
fmmal legal entities. In addition. 
AEP pbns to offer an extensive 
m y  of services outside its 
traditional smvice tWritofy and 
regulated business lines. 
Pedonnance impovements are also 
planned. such as inaeaslng the 
availability of AEP gmerating units, 
reducing fuel costs, increasing 
efficiencies in purchasing and 
materials management 
implementing an activity-based 
management system. and investing 
in new technokg and employee 
development. 

Funhennore. AEP IS phasing out 
its operating company 
identification Management intends 
to enhance brand lwalty to the AEP 
name because of increasing 
competition and deregulation 

On a consolidated basis. AEPs 
overall credrMnhiness is viewed 
as in between a weak A-' and a 
strong Me+'. g w n  a favorable 
business position evaluation Thus. 
the senior secured debt of the 
operating subsidianes will tend to 
be in the 'EBB+' to A-' range 

nonregubted business 
opportunities. pamc~brly those 
that relate to the uwnpany's 
e l m  expense Such endeawn 
are conducted lhrough AEP 
Resources Engineering & S m e s  
Co and AEP Resources Inc 

AEP Energy Swnces offen 
vanous consulting m s .  both 
domestwally and intematmlty. 
that relate to the company's 
e l e m  expertse AEP Resourcat' 
pnmalyhSlnetsUme 
development and mvesawnt in 
exempt wholesale generam. 

AEP continues to study 

KENTUCKY POWER CO. 

foreign utility companies. 
qualifving cogeneration facilities. 
and other power projects. In 1996, 
a new unregulated subsidiary. AEP 
Communicstions Inc.. was formed 
to seek opportunities in the 
telecommunications industry Thls 
new subsidiaw will provide 
installation. maintenance. and 
engineering services for companies 
that provide wireless personal 
communications femes and 
competitive long exchange services. 

In e m  1997. AEP and Public 
Service Co. of Colorado IPSCol 
acquired Ywlrshire Electricity Group 
RC [ W a t c h  Neg/-l. a British 
regional electric distribution 
company (REC). for $2.4 billion To 
execute the acquisition. AEP and 
PSCo fonned a 50/50 joint venture 
company, Yorkshire Holdings PLC. 
under their unregulated entities. 
AEP Resources and New Century 
International IIK. About $1.7 billion 
was bomrwed by Yorkshire. 
without legal recourse to am( of the 
domestic entities. The remaining 
$720 million. or about $360 millian 
each, was bommed domestic 

Nstphbanng ul~Lmer 
1 AODIlwhun Power co 
2 K m J c k y U ~ C o  
3 Old Daminion Power Co 
4 OhmpOmCo 

e " 

.. 

i 

I 
i 

Attachment 
Page 18 of 141 

KPSC Case NO. 99-149 
KESl's (2nd Set) 

Supplemental Request for Information i 
lteni No. 17 



units of AEP and PSCo to fund their 
eguity investment in Yohshire 
Power Group Ltd 

Yoashire is one of 12 RECs in the 
U K Headquartered in keds labout 
250 miles northeast of Londonl. it 
serves 2 1 million customers in 
noctheast England Overall. 
Yorkshire appears to be a relatively 
low-risk investment with solid 
earnings. sales growth potential 
and a stable regutaton/ 
environment In addition. the bulk 
of the acquisition debt is legally 
nonrecourse to AEP and PSCo 
Standard & Poor s annbuted a 
portion of this debt to the 
consolidated financlals of the 
buyers. premised MI the 
assumption that neither AEP nor 
PSCo m u l d  permit Yorkshire to 
default on debt S e w  Moreover. 
the borrowing costs associated 
with short-term financing of the 
equity portion will lower 
consolidated coverage ratios oyer 
the near term for both utilities AEP 
is expected to use the proceeds 
f r m  its new issue dnndend 
reinvesmen: program of about $75 
million annually to pay down this 
$360 million recourse 
transaction-related debt Recently. 
the U K proposed a one-time 

windfall profits tax on privatized 
U.K utilities AEPs share of the 
proposed tax is estimated at about 
S111 million. AEP is currently 
assessing the net earnings effect of 
the proposed tax. which IS 

expected to be recorded in the third 
quarter of 1997. 

Although AEP had the debt 
capacity to finance this acquisition 
without significant credit impact. 
this relatively large acquisition will 
restrain AEPs domestc financing 
flexibility and divert management 
attention. 

AEP Resources entered into an 
agreement with Chinese partners 
to develop. build. and om, a 70% 
interest in two 125MW coal-fired 
units in Henan Province. China. 
AEPs share of the total cost of the 
facility is about $1 10 million. and 
the project i s  expected to be 
operational in 1999. 

AEP Resources entered into a 
strategic alliance with Cogentrix 
Energy Inc. to develop. own. and 
operate industrial power projects in 
the U.S. and Canada. AEP 
Resources is also studying 
investment omoftunities in new 
and existing generation equipment 
in Australia. Mexico. and India. 

AEP has received approval from 
the SEC under the Public Utilities 
Holding Company Act of 1935 
(PUHCAI to finance up to $300 
million for investment in exempt 
wholesale generators and foreign 
utility companies AEP also has 
approval to finance up to 50% of its 
consolidated retained earnings 
lover $750 million) in exempt 
wholesale generators and foreign 
utility companies AEP has 
requested authonty from the SEC 
to finance up to 100% of its 
consolidated retained earnings in 
nonregulamd imsments AEP has 
authonty fmn the SEC under 
WHCA to invest up to $100 million 
in subsidianes engaged in the 
mariceeng of energy commodities. 
including elecmcity and gas 

Rrgu/& Retail rates are 
regulated Ly the KPSC. while 
wholesale rates are regulated bv 
the Federal Energy Regubtory 
Canmission. For the next few 
years, absent a major consmtion 
p q m .  tha company's rate relief 
requirements should be 
manageable. The bulk of base rate 
needs center on recovery of AEP 

Paw 
O m r a t  
Democrat 
Democrat 

Sourre Requiatow Researcn Asscctaies 1% % 

TWOl 

July 1997 
July 1999 
Jub Mol 
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system power pool charges In 
1998. the Kentucky PSC approved a 
settlement agreement providing for 
full recovery of costs associated 
with Rockport unit power purchases 
and transmission equalization 
payments Previously, the Kentucky 
commission had limited recovery to 
the less expensive AEP power pool 
embedded cost rate rather than the 
more costly Rockport unit power 
agreement 

M#h#a  KPCo accounts for about 
6% of AEPs internal electric sales 
This AEP subsldtary serves about 
167.000 retail customers in eastern 
Kentucky The service terntow's 
indusmal base includes coal 
mining. primly metals. industrial 
chemicals. and petroleum refining 

These industries are mature, 
slow-growing businesses. which 
are expected to result in sluggisn 
electrc sales growth over the long 
term 

The prolected average annual 
rate of employment growth for the 
KPCo service area is 2 6% between 
1996 and 2000. somewhat above 
the 1 4% for the nation as a whole 
Yet. this largely reflects 
commercial sector development 
during this period The undertying 
long-term groWm path of the 
eastem Kentucky region is, almost 
certainly. slower than that of he 
U S in total The regional core 
industries are pemleum refining. 
steel. industrial chemicals, and coal 
mining, all of which are stable or 

slowgrowing in terms of 
employment changes. and this 
implies rather slow regional growth 
over the long term It IS worth 
noting that the chemicals. 
petroleum. and Steel industries are 
expected to see significant 
increases in electric energy 
consumption over the near term 
However. these expansions are not 
expected to have significant effects 
on the employment outlook 

The short-term economic ouilook 
for the entire AEP service area 
continues to be relatively healthy 
The number of residential and 
commercial customers. important 
measures of the regional economy 
are both growing steadily The 
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March to March oercent changes In 
the number of AEP customers are 
1995.1996 1 1 %  residential 

1996-1997 1 1 %  residential 2% 
2 1 % commercial 

commercial 
The changes show a slight 

deceleration in both commercial 
and residential growth suggesting 
that the upswing in the regional 
economy may have slowed 

The fwo-year outlook i s  for 
industrial kWh sales growth of 
1 7% per year The corresponding 
rates of increase in residential and 
commercial sales will likely be 
more bnsk at about 2 1 % and 2%. 
respectively 

Of the regions served by AEP. the 
most rapidly growing is Columbus. 
Ohio. and its satellite towns 
Columbus. a banking. insurance. 
distribution. and government 
center. is one of the most rapidly 
growing cities in the northeastem 
U S AEFs Indiana and western 
Ohio s m c e  areas are largely 
dependent on the automotwe 

industry. and. in recent years. this 
has implied fairly robust growth In 
that area as well. Yet. recent 
softness in the new car market 
could slow energy sales in this 
sector Another growth center is  
westem Virginla. including 
Roanoke and Lynchburg. where the 
manufacturing base is diverse and 
the labor market is favorable to 
invesunent. AEPs service region in 
the Ohio and Kanawha River 
Valleys-including Steubenville. 
Ohio: Wheeling, W.Va.: Huntington. 
W.Va.; Charleston. W.Va.; Ashland. 
Ky.. and Portsmouth. Ohio-is 
heavily specialized in the 
production of primary metals and 
indusvlal chemicals. This implies a 
stable. or Pernaps stagnant, 
long-term outlook. 

The balance of the AEP service 
area encompasses the central 
Appalachian coal fields of southern 
West Viqinia and southeastem 
Kenruckv. The economy of this 
region is almost totally dependent 
on coal industry developments. The 

key in recent years have been 
productivity increases (for example 
longwall mining] that have reduced 
the local demand for labor and 
consequently. have tended to 
reduce the gmwth of regional 
emplovment and income However. 
there have been recent expansions 
in the number of mines Both the 
mechanization of the mines and the 
expanding number of mines have 
contnbuted to the growth of AEPs 
mine power sales 

KPCo's locq-term average annual 
growth rate for sales to retail 
customers is protected at 2% 
Compared with the consolidated 
AEP sales growth rate of 1 % 
KPCo's long-term g r M h  rate for 
residential sales is forecast at 
2 1%. commercial 2 7%. and 
indusmal 1 8% For the first ftve 
months of 1997, retail energy sales 
decreased 2 4% compared with the 
year-ago p o d  Sales to industnal 
customers increased 1 5%. while 
lower demand as a result of 
warmer weather reduced 
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residential sales by 6 1 % 
Wholesale energy sales increased 
15.6% because of higher energy 
sales to unaffiliated utilities by the 
AEP system power pool 

For the year ended Oec 31.1996. 
KPCo's retail electric sales 
increased by 1 8%. compared with 
the year-earlier penod. while 
wholesale sales decreased by 
about 8 6% Wanner weather in 
the second half of 1996 had a 
negative effect on sales growth. 
while a scheduled maintenance 
outage at Big Sandy Plant Unit 2 
reduced KPCo's contnbubon to the 
AEP system power pool. resulting in 
lower wholesale sales KPCo's 
internal load factor is estimated to 
continue in the 57% to 59% range 

Op.nb;#r The fne m a p  AEP 
operating subsidlanes partelpate in 
vanous contractual agreements. 
which define how each subsdew 
shares in the cost and benefits 
associated wth the system's 
generaung plants. transmission 
capaaty. and wholesale sales to 
nonaffiliated e h  ublitles This 
shanng is based on eafh Ooerasng 
company's member load ROO. 
which IS calculated momhrV on the 
basis of each companv's maximum 
peak demand in rebtwn to the sum 
of the maxnnum peak damands of 
all malor operabng umts dunng the 
preceding 12 months In 1996. KPCa 
recerved fmm the AEP system $2 
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million for gineramg capacrty. 
S3 3 million for transmission. and 
$7 6 million for offsystem AEP 
sales. 

The AEP system is one of the 
strongest transmission systems in 
the world. with almost 22.000 
circuit miles of transmission and 
101 .OOO miles of distribution lines, 
connecting customers to AEPs 39 
power plants. The AEP 
transmission system. with 119 
high-voltage interconnections to 29 
other utilities. provides an 
imponant link between the East 
Coast and the Midwest. and 
Canada and the Mid-South. 

In addition to the AEP system. 
KPCo is directly interconnected 
with unaffiliated i h t u C k y  utilities 
Co.. East Kentucky Power 
Cooperative. and the federal 
government's Tennessee Valley 
Authority. 

Clean Air Act centen on the 1995 
installation of scrubbers at the 
tvm-unit 2.GOOMW Gavin Plant 
owned by affiliate. OW. KPCo's 
clean air capital cost for Phase 2. 
ending Jan. 1.2OOO. will require an 
additional $5 millim of spending. 

One of the important strengths of 
the AEP system is the performance 
of its elecmc generating 
equipment. In 1995. total energy 
costs of the five maior operating 
subsidiaries on an unweighted 

AEPs compliance strategy for the 

basis averaged 2 77 cents per kWh 
compared with the region's 
average of 4 cents per kWh AEP is 
strongly commitled 10 achieving 
superior operational performance. 
for example. in 1996. AEPs system 
heat rate. which measures the 
amount of energy it takes to 
produce one kilowatt of electricity. 
was 9.749 British thennal units 
(Btu) per kWh-substantially 
better than the estimated industiy 
average of 10.39481~ per kWh 

AEP derives about 85% of its 
elecwic generation from coal-fired 
units and about 12% from nuclear 
units. with vanations largely 
related to nuclear refueling 
outages. A small amount of 
generation caws from 
hydroelectric generation and other 
sources. About 75% of AEPs coal 
requirements are obtained through 
long-term contracts. 11% from spot 
or short-term purchases. and 14% 
from coal reserves. which are 
owned or mined by AEP 
w b s i d i i .  The average cost of 
coal consumed during 1996 for AEP 
was $31.70 per ton. while KPCo 
paid $27.25 per ton. The total 
average pnce per million h t i s h  
thermal units ImmBtu) of coal 
burned in 1996 was $1.40 per 
mmBtu for AEP and $1.1 4 per 
mmBtu for KPCo. 

The AEP system's all-time 
internal elecaic peak load was 
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4 which was esraolished to funher 

19.918MW. which occurred on Feb. 
5.1996. The net capacity to setve 
the AEP system load, ineluding 
contractual arrangements. was 
23.060MW at the time of the Feb 
5.1996 internal peak demand for a 
resewe margin of 15.8%. 
Generating capability. including 
purchases of 1.450MW for KPCo. 
compared with a 1996 winter peak 
demand of 1.441MW IKPGI is a 
winter-peaking company). The 
resulting 0.6% resewe margin i s  
not a major concern due to aaess 
to AEP system generation. 

Cunently. there are no plans for 
capacity additions on the AEP 
system until after 2ooO. Such 
equipment is likely to be short lead. 
simplewle or mbinedcycle. 
gas-fired combustion turbines. 
K P G i s  reserve generating margins 
are pmlected at adequate levels for 
the next five years based on the 
Rockport unit power purchase 
contract. Appalachian Power Co.. 
along with Columbus Southern 
Power Co., are likely to be the next 
AEP subsidiaries to build peaking 
capacity sometime after 2000 

AEPs current resource plan 
indicates that the need for new 
coal-fired base load generation will 
not occur until after 2005. The size 
of any new coal-fired generation 
will most likely be significantly 
smaller than the 1.300MW units 
previously added to the AEP system 
in order to better match prolected 
modest load g r w h  

KPCo participates with 26 other 
electric utilities operating in nine 
states in the East Central Reliability 
:oordination Agreement IECARI. 

the reliability of bulk power supply 
in the region through coordination 
of the planning and operation of 
ECAR members of their bulk power 
su~ply facilities. The EW 
members have established 
principles and pmcedures regarding 
matters affecting the reliability of 
the bulk Dower supply within the 
€CAR region. 

The company's largest 
investment is its 1.06OMW 
coal-fired Big Sandy plant with a 
net book value of $1 17.3 million. 
which represented 48.2% of K W s  
yearend 1996 common equity and 
19.1% of capitalization. The Big 
Sandy plant repesents 100% of 
KPCo's generating capability. 

Cmptiriwmss AEP. via its five 
main operating subsidiaries. 
conuols the largest electric utility 
system in the Midwest. AEP is one 
of the bestmanaged canpwies 
fm an opetating performance 
basis. High levels of efficiency and 
productivity have helped to keep 
energy prices competitive. The 
company is well known for its 
expertise in building and operating 
large. coal-fired units. With low 
electric rates. power to sell. and 
the most extensive transmission 
system in the country. AEP is a 
formidable competitor. Competitive 
gains are expected. 

AEP is among the lowestxost 
producers in the region; and. unlike 
the region's other ~OwCoSt 
producers. AEP actually has power 
to sell. If AEP wanted to add some 
peaking units and operate with a 
thinner reserve margin. it might 
have as much as 4.000MW to Sell 

While, the company's largest 
customer. Ormet Aluminum Co. 
with a 527MW load. will be sewed 
by another supplier after 1999. AEP 
will continue to collect 
transmission fees fmm Ormet. The 
loss of this customer has no credit 
impact since it represents very low 
margin business. 

With low electric rates. low 
production costs. available capacity 
for sale. and the most extensive 
transmission system in the county. 
the AEP system is a formdable 
competitor. The operating 
subsidisries of AEP are expected to 
benefit if mtail wheeling is 
adopted. In a fully competitive 
envimmnent AEP will pobabh 
focus on the highcost northern 
Ohio utilities Centenor Energy 
Cow. and Ohio Edison Co.. . 
Michigan electrks Detroit Edison 
Co. and Consumers Power Co.. as 
well as eastern markets that offer 
excellent opportunities in a 
competitive malfret. AEP may also 
have more costcutting 
oppoctunities than other regional 
electrics due to AEPs size and its 
corporate realignment. which 
creates generation group distinct 
from the energy transmission and 
distribution group. Acquisition of 
weaker regional electrics at 
favorable prices may also be 
possible. 

In July 1995. AEP began a 
severance plan that eliminated 
about 1,200 jobs at 16 fossil-fuel 
power plants in five states. This is 
another significant step in AEPs 
comprehensive restructuring plan 
to improve performance and ensure 
competitiveness The plan is  one 
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Clobd 

Kenhldry PowerCo. 

PrnftWility. For the q u a m  
ended March 31 1997 KPCo s 

- .  

pan of an overall restructuring 
program across AEP s seven-state 
service area to realign functionally 
into separate power generation and 
energy delivery groups Job 
reductions began in early October 
t 995 and continued into 1996 
Reductions affected power 
generation plants in West Virginia. 
Virginia. Ohio. Kentucky. and 
Indiana AEPs fossil-fuel plants had 
employed about 5.200 workers 
before the reductions 

AEP fossil-fuel plants are now 

maintenance. that is. maintenance 
performed while the generating 
units are producing energy. rather 
than being staffed for both running 
maintenance and scheduled 
outages 

In December 1995. AEP began 
offering a different kind of system 
sales transactim. called coal 
conversim Under this concept AEP 
contracts with a third party (usually 
a power mafketer) to supply energy 
based on this new s e m  fmm AEP 
power plants. generally in offpeak 

staffed to pedOrm Nnnlflg 

periods The power marketer 
supplies the coal to the company's 
power plants AEP converts the 
coal into electricity for the 
madeter. wbich then sells it to the 
ultimate buyer This coal 
conventon was instrumental in 
increasing AEPs wholesale sales in 
1996 

RNANClAl PROFILE 
Finmnciel policl: Aggressive. 
Management's commitment to 
credit quality is overshadowed by 
eff o m  to enhance shareholder 
value. as endenced by high debt 
leverage and a relatmly high 
common divldend payout 

With limited domesac growth in 
AEP's core regulated domestc 
electnc business. management will 
be more aggressive in nonregulated 
endeavors for example. AEP 
management believes that future 
growth opportunities in various 
foreign markets, such as China. are 
more attractwe than the mature 
domestic market 

earnings increased 35% to $9 1 
million compared with year-earlier 
earnings of $6 8 million Higher 
earnings largely reflected a 
decrease in fuel and maintenance 
expense Revenues were flat as 
lower retail revenues were offset 
by increased wholesale sales to 
the AEP System Power Pool 

In 1996. KPCo's earnings 
decreased by $8 2 million because 
of wanner-than-normal weather 
conditions that reduced demand 
and higher operations and 
maintenance and purchased power 
expenses due to the maintenance 
outage at 8ig Sandy Plant Unit 2 
Going forward. earnings will be 
heavily dependent on retail sales 
growth. and management's ability 
to control costs Forecast retail 
sales growth of about 1 4% 
annually should pennit modest 
earnings nnprwcmrent However, 
heavy external funding 
requirements mll result in higher 
interest expense levels. which will 
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lace downward pressure on 
earnings protection measures 
Adjusted pretax interest coverage 
i s  prolected to be in the 2 15 times 
1x1 to 2 45x range during the next 
five years. compared to the current 
level of 2 37x The company's 1995 
issue 01 $40 million lunior 
subordinated deferrable interest 
debentures was gven preferred 
equity treatment. which will help 
maintain adlusted interest coverage 

Cash /low protection. Cash 
construction expenditures for 1997 
to 2001 are budgeted at about $275 
million. which is a relatively high 
level given no new major plant 
construction Depreciation and 
amortization over the same period 
IS forecast at about $147 million 
Over the next live years. captal 
spending will average 9 7% of total 
capitaliza tion 

Pruspectively. net cash flow will 
cover onfy a relatively small 45% of 
planned capital spending through 
?W1 Funds from operations 
.iterest coverage will be undec 
downward pressure as a 
consequence of heavy external 
funding needs and higher pmlected 

-.. e 

debt levels with resulting greater 
interest expense. Thus. projected 
adiusted funds from operations 
interest coverage is expected to 
range from 2.75~ to 3x. compared 
Io the current level of 3.16~ at 
March 31. 1997. In addition. funds 
from operations to average 
adjusted debt should stay weak 
ranging from 13% to 15% during 
the next live years. compared to 
the current level of 13.7%. 

C r p i t r / ~ d v r s .  Credit ratings 
are predicated on maintenance of 
the current capital structure. which 
will require meaningful equity 
infusions fran parent. AEP, during 
the next fve yean. Standard & 
Poor's believes that KPCo will not 
be able to materially reduce 
adiusred debt leverage ow lhe 
.next five yean given extemal 
funding needs. However. preferred 
equity treannent for the April 1995 
junior subordinated deferrable 
interest debenture issue has 
resulted in lower h a g e  levels 
for analvtKal purposes. 

Asset quality is adequate. 
flegulatary assets at yearend 1996 
were a modest $4.5 million. 

excluding $84 2 million due from 
customers for future federal 
income taxes: Regulatory assets 
are expected to be recovered in 
future periods through the 
ratemaking process 

financial flexibiMy. KPCo has 
adequate financing flexibility given 
its membership in the AEP family 
At Dec. 31.1996. unused 
short-term lines of credit were 
shared with AEP srtem 
companies. of whnh $409 million 
was available: however. provisions 
of PUMA limit short-tern 
how ings  to $150 million. At 
yearend 1996. KPCo's outstanding 
short-term borrowings totaled 
about $52 million. In addition, the 
utility has guaranteed $10.3 million 
of loans related to customer 
purchase of efficient electrical 
equipment. Periodic reductions of 
outstanding short-term debt are 
made through issuance of 
long-term debt. and equity capital 
conmbutions bv AEP. In 1996. AEP 
made a cash capital conmbution of 
$30 million. 
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STANDARD Be POOR 3 

Utilities Rat in9 Service 

e.: 

KENTUCKY POWER CO. 

Analyst: Steve Zimmermun. New York (2) 212-208-1658; C a p n y  contact: lohn S. Eilacic (614) 223-2847 

DuTsfAllOlNG RATINGS DEBT RATING HISTORY 

Senior secured debt BBB* SENIOR DEBl Nov. 15.1988 BBB+ 
Subordinated 888 Jan. 23,1985 BBB 

May 16.1983 BBB* 
OUnaOlr: STMU Oct. 22.1976 A 
ELECTRIC IWIWES3 POElmOW: Somewhat a b o ~  avenge (2) Jan. 7,1972 BBB 

RATIONALE 
Kentucky Power Co.'s (IBco) creditworthiness is 
arhanced by its membership in the American Electric 
Power Co. (AEP) system. The company's ratings 
largely refkt AEIys somewhat above average busi- 
ness position evaluation and consolidated finandal 
profile. system intemd funds generation and cash 
interest coverage are expected to remain adecpte, 
although debt leverage continues to be a-ve. 
AEP challenges include in- wholesale profit- 
ability, a cyclical industrial load, strict state rate mgu- 
lation, and acid rain exposurr. In late 1988, the 
Kentucky Power %mice Commissiar 0 a p  
proved a settlement agreement providing for full 
recovery of costs associated with Rockport unit 
power purdraser and transmrssl * 'onequalizationpay- 
ments. Rwiously, the Ka\turL;y canmhhn had 
Limited m v e r y  to the less expensive AEP power 
pool anbedded cost rate rather than the mom costly 
Rodcport unit power agreanart Still, Kpco's inter- 
est coverage and capitalizatim ratios after adjusting 
for capaaty payments associated with l q - t e n n  
contracted Rodrport power p- are weak but 
are supported by the system's stronger finandal cun- 
dition For the next five years, prqeapd KPCo spmd- 
ing will require sipficant external funding, which 
will presuxe financials. Common equity infusions 
from parent AEP will be needed to maintaina bal- 
anced capital structure. 

OUTLOOK 
Strong consolidated AEP operations provide ratings 
stability and support for maintenance of KPCo's 
a d i t  quality. S i c a n t  capital spcndrng relative to 
KFco's size and cash flow generation capability will 
mshincredit improvement for this AEP subsidiary. 
Addrainspendkrgpurehasedpower,andladduster 
propcbed retail salep growth add risk but are largely 
Rflected in ratings. 
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RECENT DEVELOPMENTS /uly 1996. A new corporation, AEP Power Marketing, mea an apprlcanun W L U I  UIC 

Federal Energy Regulatory Commission (FERC) seeking power marketing status. 
The new corporation is a subsidiary of AEP. Power marketing status will allow 
AEP Power Marketing to purchase electricity and resell it to utilities and other 
wholesale energy users at market-based rates. 

/uly 1996. AEP reported secondquarter 19% eamings of 9112.7 million, a 16.8% 
increase from the 5%.5 million eamed in 1995. Earnings per share for the quarter 
were 60 cents, M increase of 15.4% from the 52 cenk reported for the same period 
in 1995. For the 12 months ended June w), 1996, eamings increased 18.6% to S78.3 
million hom -7.6 million in the year earlier period. on the same bask, earnings 
per share rose to $3.10 from 52.63. 

/uly 1996. AEP announced that a number of rural electric cooperatives and 
municipal groups have j o d  the Midwest independent system operator 0) 
and regional power exchange. Some of the new mernbem include Big Rivers 
Electric Corp., East Kentucky Power Cooperatives, Hoosier Energy, The Indiana 
Municipal Power Agency, and Michigan public Power. 

lune 19%. Andrew P. Varley was named senior vice president of energy pricing 
and regulatory services for AEP. Mr. Varley was vice president of rates, and he 
chairs AEP's Public Policy Task Force. This restructuring of AEP's rates depart- 
ment as energy pricing and regulatory sewices retlects the transition - is 
makang from a regulated to a competitive marketplace. 

Apn'l19%. The FERC issued final rulings reg- open access transrmss * ionand 
stranded cost recovery in the wholesale market. Ihe company adopted an open 
accesshansrmse * ion tariff in 1995 under the provisions of a proposed FERC rule. 
These final FERC d e s  are not arpeaed to impact adversely the company's credit 

Fdmwy 1996. S i  Midwestem utilities have agreed to pursue the development of 
an independent ogMization tesponsible for bulk power transmrse * ioninthe 
Midwest. The utilities signing the memorandum of understanding are AEP, 
Centerior Energy COT., Cinergy Corp., DTE Energy Co., MPSCO Industries Inc., 

quality. 

and Wisconsin Energy COT. 

W R  S T R E " 8  AND RISKS Major strengths: 

AEPfamilyrnembershi P. 
Lowcost producer with low rates. 

0 Nonuclearexposure. 

Major nsks: 

Below-average sales growth prospects compared to AEP consolidated. 
0 S p k m  settknenk will be less favorable given Ohio Power co.'s (0x0) 

investment in ssrubbers for the Gavin plant. 
Although Kentucky rate regulation has been favorable for most electrics, AEE' 
has not been treated as well. 
Industrialized service territory with above-average unemployment. 

KPCo is the smallest of the five major operating subsidiaries of the AEP system. 
AEP is a regstered public utility holding company that owns directly or indirectly 
all of the cornmon stock of its operating electric utility subsidiaries. The m c e  
area of AEP's electric subsidiaries contains almost seven million people and covers 

CORPORATE STRUCTURE 

i 2 0 KE"cKYPowERc0. 
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quddpng cogeneration facilities, and other power projects. currently, AU m- 
sources has no interest in any power projects. However, a subsidiary of AEP 
Resources is in preliminary development of a number of projects, hcluding the 
development of two 1,300 megawatt (MW) generating stations in China. In 
addition, this subsidiary is negotiating a joint venture with two Chinese partnen 
to develop and own two 125MW coal-fired units in Henan Province, China. AEP 
Resources has entered into a strategic alliance with Cogentrix Energy Inc. and 
Zum Industries Inc. to develop, own, and operate, industrial power projects in the 
US. and Canada. AEP Resources also is studying investment oppoltunities in new 
and existing generation equipment in Australia, Mexico, and India. 

AEP has received approval from the SEC under Public Utility Holding Company 
Act of 1935 (PUHCA) to finance up to 5300 million for investment in exempt 
wholesale generators and foreign utility companies. AEP also has requested 
approval to finance up to 50% of its consolidated retained eamings (over $700 
million) in exempt wholesale generators and foreign utility companies. In addi- 
tion, AEP has requested authority from the SEC under the PUHCA to invest up 
to $100 million in subsidiaries engaged in the mar- of energy commodities, 
including electricity and gas. 

SERVICE AREA 

e- 

Kpco accounts for about 6% of AEP's intemal e l d c  sales. This AEP subsidiary 
serves about 163,OOO retail customers in eastern Kentucky. The &ce territory's 
industrial base indudes coal mining, primary metals, industrial chermcals, and 
petroleum refining. These industries are mature, slow-growing businesses, which 
are expeaed to result in s l u e  electric d e s  growth Over the long tenn. 

e 
4 
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portions of Indiana, Kentucky, Michigan, Ohio, Tennessee, Virginia, and West 
Virpia .  The total AEP service territory covers 45,400 square miles. The generat- 
ing and transmission facilities of AEP's subsidiaries are interconnected, and their 
operations are coordinated as a single integrated electric utility system. Substan- 
tially all of the operating revenue of the AEP system are derived from providing 
electric service. 

In June 1995, AEP realigned its organization structure to create a distinct power 
generation group and an energy transmission and distribution group. At this h e ,  
however, there are no changes in asset ownership or formal legal entities. h 
addition, AEP plans to offer an extensive array of services outside its traditional 
service territory and regulated business Lines. Performance improvements also are 
planned, such as increasing the availability of AEP genera- units, reducing fuel 
costs, increasing efficiencies in purchasing and materials management, imple- 
menting an Activity Based Management System, and investing in new technology 
and employee development. Furthermore, AEP plans to gradually phase out 
operating company identification. Management intends to enhance brand loyalty 
to the AEP name becaw of increasing competition and deregulation. 

On a consolidated basis, AEP's overall creditworthiness is viewed as a weak 'A-', 
strong 'BBB+', given a somewhat above average business position evaluation. 
Thus, the senior secured debt of the operating subsidiaries will tend to be in the 
'BBB+' to 'A-' range. 

AEP continues to study norueguiated business opportunities, particularly those 
that relate to the company's electric expertise. Such endea.:ors are conducted 
through AEP Energy Services Inc. and AEP Resoumes Inc. AEP Energy offers 
various consuiting sgyices, both domestically and internationally, that relate to 
the company's electric expertise. AEP Resourcg' primary business is develop- 
ment and investment in exempt wholesale generators, foreign utility companies, 
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The projected average annual rate of employment gruwrn ror me LU'UI wrvice 
area is 2.2% between 1995 and 1998. somewhat above the 1.406 foreseen for the 
nation as a whole. Yet, this largely reflects commercial sector development during 
this period. The underlymg long-tern growth path of the eastern Kentucky region 
is, almost certainly, slower than that of the L.S. in total. The regional core 
industries are petroleum refining, steel, industrial chemicals, and coal mining, all 
of which are stable or slow-growing in terms of employment changes, and this 
implies rather slow reponal growth over the long term. It is worth noting h i t  the 
chemicals, petroleum, and steel industries are expected to see sigruficant increases 
in electric energy consumption over the near term; however, these expansions are 
not expected to have sigruhcant effects on the employment outlook 

The short-term economic outlook for the entire AEP service area is relatively good. 
The number of residential and commercial customers-important measures of the 
regional economy-are both growing steadily. The April 1995 to April 1996 
percent changes in the number of AEP customexs are: 
1994-19953 1.3"/0 residential, 2.2Y0 commercial 
19951996: 1.1% residential, 2.2"/0 commercial 

Still, last year at this time, growth in both categories was accelerating, while the 
information above shows an even pace in commercial growth and a slight decel- 
eration in residential. This suggests that the recent upswing in the regional 
economy may have reached its crest. 

The year-ahead outlook is for industrial sales growth of 15Y0 to 2.00/0 per year. 
This is up from last year's industrial outlook, partly due to recently demonstrated 
stRngth in the qional manufacturing economy, and partly due to a rapid 
expansion at a new steel mill b e i i  served in Indiana. The corresponding rates of 
increase in residential and commercial sales will k l y  be more brisk, at around 
2.0% and 3.w0, respectively. 

Of the regions sewed by AEP, the most rapidly growing is Columbus, Ohio and 
its satellite towns. Columbus, a banking, insurance, distribution and govemmmt 
center, is one of the most rapidly growing cities in the northeastern US. AEP's 
Indiana and westem Ohio seMce areas axe hugely dependent on the automotive 
industry, and, in recent years, this has implied fairly robust growth in that area as 
well. Another growth center is western Virginia, including Roanoke and 
Lynchburg, where the manufacturing base is diverse and the labor market is 
favorable to investment. AEP's service repon in the Ohio and Kanawha River 

leston, W.V.; Ashland, Ky.; and Porkmouth, Ohi-is heavily specralized in the 
production of primary metals and industrial chemicals. This implies a stable, or 
perhaps stagnant, long-term outlook 

The balance of the AEP service area encompassg the central AppaLachian coal 
fields of southern West V i  and southeastern Kentucky. The economy of this 
region is almost totally dependent on coal industry developments. The key in 
recent years has been productivity increases (for example, in longwall mining), 
which have reduced the local demand for labor and, consequently, have tended 
to reduce the gmwth of regional employment and income. On the other hand. 
there have been recent expansions in the number of mines. Bath the mechanization 
of the mines and the expanding number of mines have contributed to the growth 
of AEP mine power sales. 

v a l l e p 4 d u d i n g  StRlben~ille, Ohio; Wheeling, W.V.; H~ntington, W.V.; Qlzu- 
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KPCo's long-term average annual growth rate for sales to retail customers is 
projected at 2.0"/0 compared with the consolidated AEP sales growth rate of 1.8%. 
KPCo's long-term growth rate for residential sales is forecasted at 1.n0, commer- 
cial 2.0'10, and industrial 2.3%. For the first six months of 1996, retail energy sales 
increased 5.7"10 compared with the year-ago period. Sales to indus-1 customers 
expanded 2.00/0, reflecting s m g t h  in local industrial output, while favorable 
weather increased residential sales by 10.1%. Wholesale energy sales increased 
17.6% because of higher energy sales to unaffiliated utilities by the AEP system 
power pool. 

For the year ended Dec. 31, 1995, #pco's retail electric sales increased by 5.7?/0, 
compared with the yearsariier period, while wholesale sales i n d  by about 
21.8%. Retail sales were helped in 1995 by favorable weather and stronger indus- 
trial demand. For example, E o ' s  1995 residential sales increased about 8.2%, 
while commercial volume gained 5.8% and industrial sales expanded 3.870 com- 
pared to 1994 sales. Wholesale energy sales advanced almost 22%, reflecting 
increased availability of generating equipment and increased weather related 
demand to affiliated AEP system power pool members. KPCo's intemal load 
factor is estimated to continue in the 5m0 to 5990 range. 

AEP, via its five main operating subsidiaries, controls the largest electric utility 
system in the Midwest. AEP is among the lowestsost producem in the w o n ,  
and, unlike the +on's other low-cost producers, AEP actually has power to sell. 
If AEP wanted to add some peaking units and operate with a thinner reserve 
margin, it might have as much as 4,000Mw to sell plus another 8OOMW if Ohio's 
aluminum industry dosed. 
With low electric raks, low production costs, available capacity for sale, and the 
most extensive transmission system in thecountry, the system is a formidable 
competitor. AEP's operating subsidiaries are expeckd td benefit if retail wheeling 
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is adopted. h a fully competitive environment, M I J  will probably tocus on the 
high-cost northern Ohio utilities Centerior Energy Co. and Ohio Edison Co.', 
Michgan electrics Dekoit Edison Co. and Consumers Power Co., as well as 
eastern markets, whch offer excellent opportunity in a competitive market. AEP 
also may have more costiutting opportunity than other regional electrics due to 
its sue  and corporate realignment, which creates a distinct generation group and 
an energy transmission and distribution group. Acquisition of weaker regional 
electrics at favorable prices also may be possible. 
In July 1995, AEP began a Severance plan that eliminated about 1,200 jobs at 16 
fossil-fuel power plants in five states. This is another sigruficant step in MP's 
comprehensive restructuring phn to improve performance and ensure competi- 
tiveness. The plan is one part of an overall restructuring program across AEP's 
seven-state service area to realign functionally into separate power generation and 
energy delivery groups. Job reductions began in early October 1995 and continued 
into 1996. Reductions affected power generation plants in West Virginia, Virguua, 
Ohio, Kentucky, and Indiana. AEP's fossil-fuel p h k  had employed about 5300 
workers before the reductions. 

fossil-fuel plants are now staffed to perform running maintenance; that is, 
maintenance performed while the generating units are producing energy, rather 
than be- staffed for both running maintenance and ssheduled outages. 

AEP derives about 8570 of its electric generation from coal-fired units and about 
12% from nuclear units, with variations largely related to nudear refueling out- 
ages. A small  amount of generation comes from hydroelectric generation and 
other sources. About 7570 of A.EP's coal requirements are obtained through 
long-term contracts, 11% from spot or short-te-m purd\ases, and 149/0 from coal 
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reserves, which are owned or mined by AEP sumiumnes. I ne average cosr or c(w 
consumed during 1995 for AEP was 532.52 per ton, while KPCo paid $26.91 per 
ton. The total average pnce per million British thermal units (mmBhr) of coal 
burned in 1994 was 51.45 per mmBtu for AEP and $1.15 per mmBtu for E o .  

The AEP system's all-time internal electric peak load was 19,918MW. which 
occurred on Feb. 9.1996. The net capacity to serve the AEP system load, including 
contractual arrangements, was 23,060MW at the time of the Feb. 5,1996 internal 
peak demand for a reserve margin of 15.870. Generating capability, including 
purchases of 1,450MW for KPCo, compared with a 1996 winter peak demand of 
l,441MW(KPCo isa winter-peaking company). TheresultingO.670 reservemargin 
is not a major concern due to access to AEP system generation 

At the present time, there are no plans for capacity additions on the AEP system 
until after the year 2000. Such equipment is likely to be short lead, simple cycle, 
gas-fired combustion turbines. K O ' s  reserve generating margins are projected 
at adequate levels for the next five y e a ~  based on the Rockport unit power 
purchase contract. Appalachian-Power Co.. along with Columbus Southern Power 
Co., are likely to be the next AEP subsidiaries to build peaking capacity sometime 
after the year 2000. 

AEP's current resource plan indicates that the need for new coal-fired base load 
generation will not occur untii sometime after the year 2005. The size of any new 
coal-fired generation will most likely be slgnrficantly SOIlluer than the l$oOMw 
units previously added to the AEF' system in order to better match projected 
modest load growth 

KPCopartiapateswith26othereledricutilitiePoperatinginninestatesintheEast 
Central Reliability Coordination Agreement @CAR), which was established to 
further the reliability of bulk power supply in the *,on through coordination of 
the planning and operation of ECAR membem of their bulk power supply facili- 
ties. The ECAR members have established principles and procedures regarding 
matters affecting the reliability of the bulk power supply within the ECAR region 

The five major AEP operating subsidiaries partidpate in various contractual 
agreements, which define how each subsdiaty shares in the cost and benefits 
associatedwiththesystan's~tingplants,transrmss ' ion capacity, and whole 
sale sale to nonaffiliated electric utilities. This sharing is based on each operating 
company's member load ratio, which is calculated monthly on the basis of each 
company's maximum peak demand in relation to the s u m  of the maximum peak 
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REGULATION Retail rates are regulated by the WSC, while wholesale rates are reguldtea DY me 
FERC. For the next few years, absent a major construction program, the company's 
rate relief requirements should be manageable. The bulk of base rate needs center 
on recovery of AEP system power pool charges. 

e;, 
w- 

MANAGEMENT AEP is one of the best-managed companies from an operating performance basis. 
High levels of efficiency and productivity have helped to keep energy prices 
competitive. The company is well known for its expertise in building and operat- 
ing large coal-fired units. With low electric rates, power to sell, and the most 
extensive transmission system in the counky, AEP is a formidable competitor. 
Management has become more aggressive as evidenced by the 1995 fiveyear 
5OMw sale to Cleveland Public Power beginnrng later this year and a 200MW sale 
over 15 years to the North Carolina Electric Membership Corp., which began in 
early 1996. Further competitive gains are expected. 

In December 1995, AEP began offering a difkrent kind of system sales transaction 
called coal conversion. Under this concept, AEP contracts with a third party 
(usually a power marketer) to supply energy based on this new service from AEP 
power plants, generally in off-peak periods. The power marketer supplies the coal 
to the company's power plants. AEP converts the coal into electricity for the 
marketer, which then sells it to the ultimate buyer. This coal conversion was 
instrumental in increasing AEP's wholesale sales in the first half of 1996. 

while operations have been superior, management's regulatozy rehtions have 
been codrontational, sometimes to the detriment of investors. Yet, under the 
leademhip of tinn Draper, regulatory relations m expeded to be less adversarial. 

hance shareholder value, as evidenced by high debt leverage and a relatively high 
common dividend payout 

With limited dmestic growth in AEIys core regulated domestic electric business, 
management will be more aggRssive in nonregulated endeavors. For example, 
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demands of all major operating units during the preceding 12 months. In 1995, 
KPCo received from the AEP system 523 million for generating capacity, 53. j 
million for transmission, and S5.0 million for off-system AEP sales. 
The AEP system is one of the strongest transmission systems in the world, with 
almost 22,ooO circuit miles of transmission and 101,OOO miles of distribution lines, 
which connect customers with AEI"s 39 power plants. The AEP transmission 
system, with 119 high-voltage intercomtections to 29 other utilities, provides an 
important link between the East Coast and the Midwest and Canada and the 
Mid-South. 

In addition to the AEP system, KPCo is directly interconnected with unaffiliated 
Kentucky Utilities Co., East Kentucky Power Cooperative, and the Federal gov- 
emment's Tennessee Valley Authority. 

AEP's compliance strategy for the Clean Air Act centers on the 1995 installation 
of scrubbers at the two-unit 2,600MW Cavin Plant owned by affiliate, OPCo. 
KPCo's clean air capital cost for Phase 2, ending Jan. 1, ZOOO, will require an 
additional $6 million of spending. 

One of the important strengths of the AEP system is the performance of its electric 
generating equipment. In 1994, total energy costs of the five major operating 
subsidiaries on an unweighkd basis averaged 3.92 cents per kilowatt-hour (kWh) 
compared with the region's average of 4.83 cents per kWh. AEP is strongly 
committed to achieving superior operational Pcrfonnanre. For example, in 1995, 
A E P s  system heat rate, which measures the amount of energy it takes to produce 
one kilowatt of electricity, was 9,818 Btu per kWh-ubstantially better than the 
1995 estimated industry average of 10394 Btu per kwh. 

The company's largest investment is its 1,lMOMW coal-fired Big Sandy plant with 
a net book value of $1062 million, which repreSented 48.1% of KPCo's year-end 
1995 common equity and 19.2% of capitalization. The Big Sandy plant represents 
10040 of Kpco's generating capability. 

~~ 
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exploring investing in China. AEP may ada aeor a1 me parenr level to suppon Lts 
potential China investment. 

In addition, management may be biding its time while waiting for the region's 
frail electtics to crater. Regardless, a strong operational base gives AEP manage- 
ment a lot of flexibility and options in this rapidly changing business environment. 

For the first six m o n k  of 1996, E o ' s  earnings declined 12.506 to S9.1 million, 
compared with the year earLer earnings of $10.4 million. Lower earnings largely 
refleaed an increw in operating and maintenance expense, a write-down of 
certain demand-side management equipment to market value, and higher interest 
expense, which more than offset increased sales resulting from favorable weather 
and an expanding economy. 

EARNINGS ANALYSIS 

h 1995, me's earnings decreased by $0.1 million because of Severance pay and 
increased interest expense. Going forward, earnings will be heavily dependent on 
retail sales growth, and management's ability to control costs. Forecasted retail 
sales growth of about 1.4% annually should permit modest eamings improve- 
ment. However, heavy external funding requirements will result in higher interest 
expense levels, which will place downward pressure on eamings protection 
measures. Adjusted pretax interest coverage is projected to be in the 2.25 times (x) 
to 25Ox range during the next five years, compared with the current level of 2.56~ 
as of March 31,1996. The company's 1995 issue of $40 million junior subordinated 
deferrable interest debenhues was given preferred equity treatment, which will 
help maintain adjusted interest coverages and debt leverage. 

Cash construction e x p e d m m  for 1996 to 2000 are budgeted at about $309 
million, which is a relatively high level given no new major plant construction. 
Depreciation and amortization over the same period is forecasted at about $140 
million. Over the next five years, capital spending kill average a relatively high 
9.5% of total capitalization. 

Prospechvely, net cash flow will cover only a relatively small 40% of planned 
capital spending through 2ooo. Funds from operations interest coverage will be 
d e r  downward pressure as a consequence of heavy sctemal funding needs and 
higher projected debt levels with resulting greater interest expense. Thus, pro- 

CASH FLOW ANALYSIS 

SEPTEMBER 1996 11 



Attachment 
Page 40 of 141 

KPSC Case No. 99-149 
KESl's (2nd Set) 

BAUWCE SHLn ANALYSIS 

jeded adjusted funds from operations interest coverage is expected to range horn 
3 . 0 ~  to 3.5x, compared with the current level of 3.64~ as of March 31, 1996. In 
addition, funds from operations to average adjusted debt should range from 13% 
to 15% during the next five years, compared with the current level of l6.P/0. 

At .March 31,1996, adjusted debt leverage was 53.5%. In April 1995, KPCo issued 
940 million of 8.R% junior subordinated deferrable interest debentures due 2025. 
The proceeds from this offering were used to pay downshort-term debt. This issue 
was given preferred equity treatment for analytical purposes by Standard & 
Poor's. Such treatment and planned equity infusions by AEP should result in an 
adequate capital structure. 

Credit ratings are predicated on mainkMn~e of a balanced capital structure, 
which will require! meaningful equity infusions from parent, AEP, during the next 
five years. Standard & Poor's believes that W c o  will not be able to reduce 
materially adjusted debt leverage over the next five years given external funding 
needs. However, preferred equity treatment for the April 1995 junior subordi- 
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nated deferrable interest debenture issue has resulted in lower leverage le*.& for 
analytical purposes. 

Regulatory assets at yearend 1995 were d modest 51.8 million, excluding 577.6 
million due from customers for future federal income taxes. Regulatory assets are 
expected to be recovered in future periods-through the ratemaking process. 

Kpco received from its parent, AEP, a cash capital contribution of $10 mlllion m 
March 1996, which was credited to paid-in capital. In A p d  1996, KPCo refinanced 
$45 million of 7 7/8% first mortgage bonds due in 2002 with the proceeds of two 
S25 million term loan agreements due in 1999 and 2000 at 6.C!% and 6.57% annual 
interest rates, respectively. The redemption of this series of first mortgage bonds 
removed the restriction on the use of retained earnings for common stock divi- 
dends. 

KPCo has adequate financing flexibility given its membeahip in the AEP family. 
At Dec. 31, 1995, unused short-term Lines of d i t  shared with AEP system 
companies of $372 million were available; however, provisions of PUHCA limit 
short-term borrowing to $150 million. At year end 1995, KPCo’s outstanding 
short-term borrowings totaled about $27.1 million. In addition, the utility has 
guaranteed $10.3 million of loam related to customer purchase of efficient electri- 
cal equipment. Periodic reductions of outstanding short-term debt are made 
through issuance of long-tenn debt, and equity capital contributions by Am. In 
1995, AEP made a cash capital contribution of $10 million. 

In April 1995, KPCo issued $40 million of 8.7270 junior subordinated deferrable 
interest debentures due 2025 and used the proceeds to reduce short-term debt. 
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Utilities Rating Service 
KENTUCKY POWER CO. BBB+ 

(AMERICAN ELECTRIC POWER CO. 
INC. UNIT) 

I 
STABLE 

Analyst: Stme Zimmmnan (212) 208-1658; Company contact: john S. B i h c  (614) 223-2847 

OUTSTAWOIMG RAnnGs O E M  RATING HISTORY 

Senior secured debt Beet SENIOR OED1 eeet 1995 
Junior subordinated debentures eee Beet 1994 

Beet 1993 
o m o I 1 :  STMLE eeet 1992 
ELECTRIC BUSINESS POSITION: Somewhat above average (2) BEE+ 1991 

Beet 1990 

RATIONALE 
Kentucky Power Co.'s creditworthiness is enhanced 
by its membership in the American Electric Power 
70. Inc. (AEP) system. The company's ratings largely 
eflect AEP's somewhat above average b u s h e s  p e  

sition evaluation and consolidated financial profile. 
System intemal funds generation and cash interest 
coverage are expected to remain adequate, although 
debt leverage continues to be aggressive. A E Y s  W- 
lenges include increasing wholesale profitability, a 
cyclical industrial load, strict state rate regulation, 
and add rain exposure. 

In late 1988, the Kentucky Power Senrice Commis- 
sion (E) approved a settlement agreement provid- 
ing for full recovery of costs associated with 
Rockport unit power p'ud\ases and transmiss ion 
equalization payments. Previously, the Kentucky 
commission had limited recovery to the less expen- 
sive AEP power pool embedded cost rate rather thm 
the more costly Rodrport unit power agreement. Still, 
Kentucky Power's intezest coverage and capitalla- 
tion ratios after adjusting for capacity payments = 
sociated with long-term contra& Rockport power 
purchases are weak, but supported by the system's 
stronger finanaal condition. For the foreseeable fu- 
ture, projected Kentucky Power spending wil l  re 
quire significant external funding, which will 
pressure financials. Common equity infusions from 
parent AEP will be needed to maintain a balanced 

. 

; 

L ,spital structure. 

OUTLOOK 
Strong consolidated AEP operations provide ratings 
stability and support for maintenance of Kentucky 
Poweis &it quaiity. Sipficant capital spending 
relative to Kentucky Power's size and cash flow gen- 
eration capability will restrain credit improvement 
for this AEP subsidmy. Acid rain spending, pur- 
chased power, and lackluster p r o m  retail sales 
growth add risk but are largely reflected in ratings. 
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RECENT OEVELOPMENTS luIy 1995. AEP announced a Severance plan to elimrnate about 1200 jobs at 16 tossd 
fuel power piants in five states. llus is another signhcant step in AEP's comprehen- 
sive restructuring plan to improve performanceandensurecompetitiveness The plan 
is one part of an overall restructuring program across AEPs sevenstate service area 
to d g n  functionally into separate power generation and energy delivery groups. 

Staff reductions are expected to begin sometime in early October and continue 
into 1996. Downsizing will affect power generation plants in West Virginia, 
Virginia, Ohio, Kentucky, and Indiana. AEP's fossil fuel plants currentlv employ 
about 5,200 workers. 

In the future, AEP fossil-fuel phnts d b e  staffed to perform maintenan- 
that is, maintenance performed while the genemting units are producing enerw- 
rather than berng staffed for both running maintenance and scheduled outages. 

luly 1995. AEP reported secondquarter 1995 earnings of $%.5 million, a 7010 
decrease from the $103.8 million earned in 1994. Eamings per share for the quarter 
were 52 cents, a decrease from 56 cents reported for the same period in 1994. 

For the 12 monh.ended June 30,1995, earnings increased 24.6% to $487.6 million 
from $391.2 million. Per share eamings rose from $2.12 to $2.63. The increase in 
earnings and eamings per share was predominantly due to a $144.5 million 
after-tax writeoff recognized in thirdquarter 1993, stemming from a disallow- 
ance by the Public Utilities Commission of Ohio of a portion of the company's 

Exclusive of the disallowance, eamings and eamings per share for the 12 months 
ended June 30,1994 would have been $535.8 million and $290, respectively. On 
this basis, there would have been a 9.0% deaease in 1995 12-month earnings 
compared with 1994 12-month earnings. 

Operating revenues for the second quarter were $1.31 billibn. a 3.296 decrease from 
revenue of $1.45 billion in 1994. For the June 30,1995 12-month period, menues 
of $5.39 billion we* down 3.3% from revenue of $5.57 billion in 1994. AEP 
attributed the deaease in revmues, eamings. and eamings per h for the 
12-month period, exclusive of the Zimmer disallowance, to reduced sales because 
of milder weather in the current period. Earnings also were affected by an increase 
in operating expenses. The year-byeax decline in secondquarter revenues and 
earnings resulted from a return to normal temperatures compared with u s a s o n -  
ably warm weather in 1994. 

lune 1995. AEP realigned its organization s t r u m  to create a distinct power 
generation group and an energy transmission and dishibution p u p .  At this time, 
there are no changes in asset ownership or formal legal entities. In addition, AEP 
plans to offer an extensive array of services outside of its traditional service 
temtory and regulated business lines. Performance improvements also are 
planned, such as increasing the availability of AEP generating units, reducing fuel 
costs, irraeasing efficiemies inpurd\aungand materials n\i(nagema\t implementing 
an activity based management system (ABMS), and investing in new technology and 
employee development Furhrmore, AEP p h  to gradually phase out opaating 
company identification Management in- to enhance brand loyalty tu the AEP 
m e  as a result of increasing competition and deregulation 

Apnl 1995. Columbus Southem Power Co. submitted a proposal to acquire the 
city of Columbus' trash-burning power plant and the electric system of the ~t)' of 

invesment in the zimmer generating station. 

2 0 KENTucKYPowERco. 
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MAJOR STRENGTHS AND RISKS 

Columbus The trash-burmng facility would be idled until possible repowermg 
with gas-fired combustion turbmes The city's electric system has about 11,OOO 
customers and annual revenues of about $32 million. 

April 1995 AEP reached tentative agreement with most of the parties involved UI 
hearmgs before the U S  Federal Energy Regulatory Commlssion (FERC) on the 
company's proposed wholesale transmssion open-access tanff. 

Apnll995. AEP won a 15year contract to supply 200 megawatts (W) of electnc 
power to the North Carolina Electric Membership C o p ,  beginning in 1996. The 
company also has completed contracts with PECO Energy Co. for 2 7 5 W  dunng 
1995 and a five-year agreement to supply up to 5oMW of power to Cleveland 
Public Power beginning in 19%. 

AEP also has signed an agreement with Steel Dynamics Inc. to locate a 5500 million 
steel minimill in Indiana, making it the largest customer of Indiana .Michigan 
Power Co., an AEP operating company. 

Major strengths: 

0 A m  family membership. 
0 Low-cost producer with low rates. 
0 No nuclear exposure. 

Major risks: 

Below-average sales growth prospects compared with AEP consolidated. 
Less favorable system settlements, given Ohio Power's recent investment in 
scrubbers for the Gavin plant. 
Kentucky rate regulation has been favorable for most electria, but not for AEP. 

0 Industrialized service territory with above-average unemployment. 

KENTUCKY POWER CO. 

Neighboring UtilitJ 
1. Appabchian Power Co. 
2. Kentucky Mliics Co. 
3. Old Dominion Power Co 
4. Ohio Power Co. 
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CORPORATE STRUCTURE Kentucky Power is the smallest of the five major operahng subsidranes ot the AEP 
system. AEP is a regmered public utility holding company that owns directly or 
indirectly a l l  of the common stock of its operating electnc utility subsidiaries. The 
service area of AR"s eledric subsidiaries contains seven million people and coven 
podons of Indiana, Ken-, Michigan, Ohio, Termesee, V i ,  and West Vir- 
-. The total AEP service temtoly coven 45,400 square d e s .  The generating and 
transmission facilities of A E P s  subsidiaries are interconnected, and their operations 
are coodinated as a single integrated electric utility system. Substantially all of the 
operating revenues of the AEP system are derived from providing electric service. 

AEP continues to study nonregulated business opportunities, particularly those 
that relate to the company's electric expertise. Such endeavors are conducted 
through AEP Energy Services Inc. and AEP Resources Inc. 

AEP Electric Services offers various consulting seervices domestically and intema- 
tionally that relate to the company's electric expertise. AEP Resources' primary 
business is development and investment in exempt wholesale generators, foreign 
utility companies, sualirylng cogeneration facilities, and other power projects. 
Currently, AEP Resources has no interest in any power projects. However, the 
company is in prehmary development of a number of projects, including the 
development of two 1XlOMW generating stations in China. AEP and AEP Re- 
sources have received approval from the SEC under the Public Utilities Holding 
Company Act of 1935 (PUHCA) to finance up to $300 million for investment in 
exempt wholesale generators and foreign utility companies. 

On a consolidated basis, AEp's overall creditworthiness is viewed as a weak 'A-', 
strong 'BBb' ,  given a m e w h a t  above average business position evaluation. 
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SERVICE AREA 

SALES 

Markst wgmmb 

rhus. the senior secured debt of the operating subsidiaries will tend to be in the 
'BEE-' to 'A-' range. 

Kentucky Power accounts for about 6% of U P ' S  internal electric sales. This AEP 
subsidiary serves about 163,000 retail customers in eastern Kentucky. The service 
territory's industrial base includes coal mining, primary metals, industrial chemi- 
cals, and petroleum refining. These industries are mature, slow growing busi- 
nesses, which are expected to result in sluggish electric sales growth over the long 
term. 

At March 31,1995, the unemployment rate in Kentucky Power's senpice temtory 
was a very high 8.0% compared with only 5.00/0 for the entire state of Kentucky 
and 5.7% for the nation. The closing of a significant portion of a local steel mill, 
combined with stagnant employment in area core industries, largely account for 
high unemployment levels. 

Kentucky Power's long-term average annual growth rate for sales to retail w- 
tomes is projected at 1.4% compared with the consolidated AEP sales growth rate 
of 1.8%. Kentucky Powefs long-term growth rate for residential sales is forecasted 
at 1.2%. commercial 2.3'10, and industrial 1.2%. 

For the first six months of 1995, retail energy sales increased about 2.1% compared 
with the year-ago period. sales to industnal customers expanded 6.570, reflecting 
strength in local industrial output, while mdd weather reduced residential sales 
about 2.8%. Wholesale energy d e s  decreased 9.60/0 as a result of lower energy 
sales to unaffiliated utilities by the AEP system power pool. 

For the year ended Dec. 31,1994, Kentucky Power's retail electric sales kreased 
3.0"/0 compared with the year-earlier period, while wholesale sales increased about 
11.1%. Retail sales were helped in 1994 by favorable weather and stronger indus- 
trial demand. For example, Kentucky Power's 1994 residential sales increased 
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about 2.710. while commercial volume gained 3.710 and industrial sales expanded 
3.0% compared with 1993 sales. Wholesale energy sales advanced 6.1'10, reflecting 
increqed availability of generating equipment and a new wholesale supply 
agreement. Kentucky Power's internal load factor is estimated to continue in the 
37/0-59% range. 

AEP, via its five main operating subsidiaries, controls the largest electric utility 
system in the Midwest. AEP is among the lowest-cost producers in the region- 
and, unlike the region's other low-cost producers, AEP actually has power to sell. 
If AEP wanted to add some peakmg units and operate with a thinner reserve 
margin, it might have as much as 4,OOOMW to sell, plus another 8OOMW if Ohio's 
aluminum industry doses. 
With low electric rates, low production costs, available capacity for sale, and the 
most extensive transmission syskm in the country, the AEP system is a formidable 
cornvtor .  The operating subsidiaries of AEP are expected to benefit if retail 
wheeling is adopted. In a fully competitive environment, AEP will probably focus 
on the highxost northern Ohio utilities, Centerior Energy Corp. and Ohio Edison 
Co., as well as eastern markets that offer excellent opportunity in a competitive 
market. AEP also may have more costcutting opportunities going forward than 
other regional electria due to AEP's size and its corporate realignment, which 
creates a distinct generation group and an energy banmuss ' ion and distribution 
group. Acquisition of weaker regional electrics at favorable prices ais0 may be 
possible. 
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FUEL AND POWER SUPPLY 
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Furl and pmrr rupplv 

AEP derives about 85% of its electric generation from coal-fired units and about 
12% from nuclear, with variations largely related to nuclear refueling outages. A 
small amount of generation comes from hydroelectric generation and other 
sources. About 65% of AEP's coal requirements are obtained through long-term 
conwacts. 20% from spot or short-term purchases, and 15% from coal reserves that 
are owned or mined by subsidiaries of AEP. The average cost of coal consumed 
during 1994 for AEP was 933.95 per ton, and Kentucky Power paid $26.83 per ton. 
The total average price per million British thermal units (mmbtu) of coal burned 
in 1994 was $1.52 per mmbtu for AEP and $1.13 per mmbtu for Kentucky Power. 

The AEP system's all-time internal electric peak load was 19,236MW, which 
occurred on Jan. 19,1994. The net capacity to serve the AEP system load including 
contractual arrangements was 23,995MW at the time of the January 1994 internal 
peak demand for a reserve margin of 24.V0. Generating capability, including 
purchases of 1,450MW for Kentucky Power, compared with a 1995 winter peak 
demand of 1,3RMW (Kentucky Power is a winter peaking company). The result- 
ing 5.7% c a r v e  margin is not a major concern due to access to AEP system 
generation. 

Currently, there are no plans for capacity additions on the AEP system until after 
the year 2000. Such equipment is likely to be short-lead, simple cycle, gas-fired 
combustion turbines. Kentucky Power's reserve generating margins are projected 
at adequate levels for the foreseeable future based on the Rockport unit power 
purchase contract. Appalachian Power Co., along withColumbus Southern Power 
Co., are likely to be the next AEP subsidiaries to build peakmg capacity sometime 
after the year 2000. 
AEP's current resource plan indicates that the need for new coal-fired base load 
generation will not occur until sometime after the year 2005. The size of any new 
coal-fired generation will most likely be sigruficantly smaller than the 1,300MW 
units recently added to the AEP system to better match prqected modst load 
growth. 

Kentucky Power participates with 26 other electric utilities operating in nine states 
in the East Central Reliability Coordination Agreement (ECAR), which was estab- 
lished for the purpose of furthering the reliability of bulk power supply in the 
region through coordination of the pLanning and operation of ECAR members of 
their bulk power supply facilities. The ECAR members have established principles 
and procedures regarding matters affecting the reliability of the bulk power 
supply in the ECAR region. 

' 
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The five major AEP operating subsidiaries participate in various contram1 
agreements that define how each subsidiary shares in the cost and benefits 
associated with the system's generating plants, transmission capacity, and whole- 
sale sale~ to nonaffiliated electnc utilities. This ~hanng is based on each ope ra tq  
company's "member load ratio," which is Calculated monthly on the basis of each 
company's maximum peak demand in relation to the sum of the maximum peak 
demands of all major operating units during the preceding 12 months. In 1994, 
Kentucky Power received from the AEP system $12 million for generating capac- 
ity, S4.3 million for transmission, and $0.8 million for off system AEP sales. 

The AEP system is one of the strongest transmission systems in the world, with 
almost 22,OOO circuit miles of transmission and lOlW miles of distribution lines 
that connect customers with MP's 39 power plants. The AEP transmission 
system, with 119 high voltage interconnections to 29 other utilities, provides an 
important link between the East Coast and the Midwest, and Canada and the 

In addition to the AEP system, Kentucky Power is directly interconnected with 
unaffiliated Kentucky Utilities Co., East Kentucky Power Cooperative, and the 
federal government's Tennessee Valley Authority. 

AEP's compliance strategy for the Clean Air Act centers on the recent installation 
of scrubbers at the two-unit 2,600MW Cavin plant owned by affiliate, Ohio Power 
Co. As a system member, acid rain spending by other AEP affiliates will decrease 
Kentucky Power's capacity equalization payments from the AEP system. These 
decreased payments will have to be recovered from the company's ratepayers or 
absorbed. Kentucky Powefs clean air capital cost for Phase 2 ending Jan. 1,2000 
will require an additional 56 million of spending. 
One of the important stzength,9 of the AEP S y s t e m  is the performance of its electric 
generating equipment. kr 1993, total vanable production costs of the five major 
operating subsidiaries on an unweighted basis averaged 3.87 cents per kilowatt 
hour (kWh) compared with the won's  average of 4.69 cents per k w h  AEP is 
strongly committed to achieving superior operational performance!. For example, 
in 1994, AEP's syskm heat r a e w h i c h  measures the amount of energy it takes 
to produce one kilowatt of electricity-was 9,817btu per k w h  substantially better 
than the 1993 industry average of 10,568btu per k W  

Mid-South. 
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REGUUTION 

Regulrtlon 

Asset concmtrutia risk. The company's largest investment is its 1,060,W coal- 
fired Big Sandv plant, with a net book value of $102.3 million. The plant represents 
49.1% of Kentucky Power's yearend 1994 Common equity and 19.3% of capitali- 
zation. The Big Sandy plant represents 100% of Kentucky Power's generating 
capability. 

Retail rates are regulated by the Kentucky PSC and wholesale rates are regulated 
by the FERC. For the foreseeable future, absent a major construction program, 
Kentucky Power's rate relief requirementsshould be manageable. The bulk of base 
rate needs centers on recovery of AEP system power pool charges. 

AEP is one of the best-managed companies from an operating performance basis. 
High levels of efficiency and productivity have helped to keep energy prices 
competitive. The company is well known for its expertise in building and operat- 
ing large coal-fired units. With low electric rates, power to sell, and the most 
extensive transmission system in the country, AEP is a formidable competitor. 
Management has become more aggressive as evidenced by the recent five-vear 
5OMW sale to Cleveland Public Power beginning in 1996 and a 200MW sale over 
15 years to the North Carolina Electric Membership Corp., also beginning in 1996. 
Further competitive gains are expected. 

W e  operations have been superior, management's regulatory relations have 
been confrontational in the past, sometimes to the detriment of investon. How- 
ever, under the leadership of Linn Draper, regulatory relations are expected to be 
less advexsad. Management's commihnent to d t  quality is overshadowed by 
efforts to enhance shareholder value, as evidenced by high debt leverage and a 
relatively high common dividend payout. 

With limited domestic growth in AEP's core regulateddomestic electric business, 
management will be more aggressive in nonregulakd endeavors. For example, 
AEP management believes that f u t u ~  growth opportunities in various emerging 
markets are more attractive than the mature domestic market. The utility is 
exploring investing in China with the proposed building of two 1,300MW coal- 
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fired units at an estimated cost of 42 billion. AEP may aaa aeot at me pdWII1 tcvcI 

to support its potential China investment. 

In addition, management may be biding its time while waiting for the region's 
frail electrics to crater. Regardless, a strong operational base gives AEP manage 
ment flexibility and options in this rapidly changing business environment. 

For the first six months of 1995, eamings decreased 17.5% to $10.4 million com- 
pared with year-earlier earnings of $12.6 million. Lower earnings largely reflected 
reduced sales as a result of milder weather and an increase in interest expense 
because of additional debt. 

In 1994, Kentucky Power's earnings increased 40.2% or $7.2 million because of 
favorable weather in the first half of 1994 and reduced AEP system power pool 
capacity charges. Going forward, earnings will heavily depend on retail sales 
growth and management's ability to control costs. Forecasted retail sales growth 
of about 1.4% annually should permit modest earnings improvement. However, 
heavy extemal funding requirements will result in higher debt and interest 
expense levels, which will place downward pressure on eamings protection 
measures. P A  interest coverage is projected to be in the 2.0 times (x) to 2 . h  
range during the next five years compared with the current level of 2.03~ as of 
June 30, 1995. The company's recent issue of junior subordinated deferrable 
interest debentures was given partial preferred equity treatment, which will help 
maintain adjusted interest coverages. 

Cash construction expenditures for 19951999 are budgeted at approximately 5273 
million, which is a relatively high level given no new major plant construction. 
Depreciation and amortization over the same period is forecasted at about $136 
million. Over the next five years, capital spending will average a relatively high 
8 5 %  of total capitalization. 

Net cash flow will cover only a relatively small 25Y0 of planned capital spending 
through 1999. Fun& from operations interest coverage will be under downward 
pressure as a consequence of heavy extemal funding needs and higher projected 
debt levels with resulting greater interest expense. Thus, projected adjusted funds 
from operations interest coverage is expected to range from 2.60~ to 2.- com- 
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pared with the current level of 2.62~ as of June 30. 1995. In addition, funds from 
operations to average adjusted debt should range from 12% to 14’/0 during the 
next five years compared with the current level of 11.7%. 

BALANCE SHEETAWALYSIS At June 30, 1995, adjusted debt leverage was at a liberal 60.8%, which was 
relatively high compared with other AEP operating units. However, Kentucky 
Power had no preferred stock. In April 1995, the company issued UO million of 
8.72% junior subordinated deferrable interest debentures due 2025. Proceeds from 
this offering were used to pay down short-term debt. This issue was given partial 
preferred equity treatment for analytical purposes by Standard & Poor’s. Such 
treatment and planned equity infusions by AEP should result in an adequate 
capital structure. 

Credit ratings are predicated on maintenance of a balanced capital structure, 
which will require meaningful equity infusions from parent AEP during the next 
five years. Standard & Poor’s believes that Kentucky Power will not be able to 
reduce debt leverage materially over the next five years given external funding 
needs. 
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Regulatory assets at yearend 1994 were a modest 85.3 million excluding 415.2 
million due from customers for future federal income taxes. Regulatory assets are 
expected to be recovered in future periods through the ratemaking process. 

FINANCIAL FL#ILITY Kentucky Power has adequate financing flexibility given its membership in the 
AEP family. At k. 31,1994, unused short-term hes of credit shared with AEP 
system companies of $558 million were available. However, PLWCA provisions 
limit short-term borrowing to $100 million. At yearend 1994, Kentucky Power’s 
outstanding short-term borrowings amounted to about 938.2 million. Periodic 
reductions of outstanding short-term debt are made through issuance of long- 
term debt and equity capital contributions by parent AEP. 
In April 1995, Kentucky Power issued $40 million of B.R”/o junior subordinated 
deferrable interest debentures due 2025 and used the proceeds to reduce short- 
term debt. 
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Business Fundamentals and Competitive Position 
American Electric Power Company (AEP) is one of 11 registered utility holdmg companies regulated 
by the Securities and Exchange Conmission under &e Public Utility Hold~ng Company A a  of 1935. 
AEP is a system of five large electric utilities, Appalachian Power Company, Columbua Southern 
Power Company, Indiana Michigan Power Company, Kentucky Power Company, and Ohio Power 
Companny; wo small, unrated utilities; and one wholesale electric generating company, AEP 
Generating Company. In 1996 the entice AEP system began serving im customers under the brand 
name 'American Elecpic Power,' although the utilities retain their separate legal existence and inden- 
tures. Table 1 details the size and market chvPcccns ' ria of the five rated utilities. 

Tabk 1: 1995 UllUTY WERVIOW 
AP CSP I k M  KP OP 

1,072 

38 
39 
20 
16 
OH 

599,000 

1,283 

32 
27 
41 
48 

w MI 
537,000 
APcrrIp 

328 

35 
18 
47 
39 

KY 
165,000 

Abine Ava 

1,823 

21 
1s 
64 
31 
OH 

668,000 
Abwt A m  

* S w =  
The five large udit ia  (the 'member dtia") benefit from their mcmbarhip in the AEP rynrm pool 

debc at &e tmlding comppllfr I d  and 00 date very moden irwermtcnt p b  in non-rrgulotcd burinrr- 
a, can llro m m g e  rhc capid saucmce of 8 rubridipy to a modendqcrre hughcapitmlcontribu- 
 OM md upnrrurasd &vi* lhcK advantages of &uncial and operating flexibility N m m l y  have 
a smal l  poaitive impact on radngs relative m what the racinga of each individual udity on a sand- 

cost -and the d e h d  of conoau&on of new capaciy. The parent, which bu little 

alonc bash might be. 

AEP operatea the lllcmbQ dtia'  23,759 megawatts of generating capauy Y a powa pool 
under an economic &paoh ryncm, 85.6% coal-fueled, 10.9% nuclcar-fuclsd, and less thnrr 1% 
h y d q o w d  Amcmkrchud la  morepowaeo ita d customers than it baaupcity to pro- 
duct beowvr a M purrhua h thc p L  Net purcbpsar (Appalachim Powa and Columbur 
Southcrn)~compeautc the d e n  (0,b Power, lndilnn Michigan, and, 00 a s d  extent, Kemudcy 
Power) for the seller's cmbcddcd char, includiq apaay, opcratiory mointcnnrrc, and fucL Table 2 
illurpota the mcnueand cost apMg raultiag h m  the &e mcmbas' participation in inm~ancc- 
ion, transmission, and ryrmn wholaale powa d e r  agrtcmcnm. 

. 

. .  
. '. .. 

.. . . .  * 
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Table 2: 1995 SHARED COSTS AND C R E M n  ($OOO) 

Trpnnaiuioa for 
syatcm wholeaale Power P o d  NOUl-Affilirnd 

SI&* carcntioo Power spica Trmamiaaioa comp.aia 
AP (252,000) 24,100 (5,400) 6 , m  

KP 23,000 5,000 3,500 1 JOO 

CSP (143,000) lSo00 (31,100) 4,200 
IhtM 118,OOO 34,700 46,700 4,800 

OP 2 17,000 20,200 (13,700) 17,800 

Although the sellen earn no return on sllu to the pool, the system benefits from the power pool 
arrangeaunt as it allows the membcn to defer consmaion of additional generating apaacy beyond 
what otherwise might have been needed 

Under current pmjeciionr, AEP will not need new capacity until after 2000. The aumma peak 
zrs~w mpgir! fcll h22.3% in 1994 to 15.8% in 1995 due togowtb in peak demandand the firm 
sale of capacity to Don-affiliated uditks. The c o m p y  catimam a llpzrowc~ w c a t h c r - n o ~  
mavemngiaof ll%onthe1999-2000horironduetoatimPoaipcPSI&m~ndgrowrhof 1 . 1 % ~  
year over the next five yepn compared to 2.7% over che past five years. The company atimam thrt 

Aa cornpaition incream, many rndurpy pprrkippum vicw PI appmpriaec a lower atandad than the 15- 

That cbnging anAnrd b another reason AEP u ab& to porcporrc ammuaha of additional apacity. 

Moody'a estimates tbat only Columbw Southan and Indiana Mifhi(pn face pornrial stranded 
eoau, which arc dctpilcd Mow. Moopy'a vim these two utilitia' rarndcd costa u manageable and 
a& rnitigaad by &.coot advantaga pmvided by the other thee member utiIitia. 

Wholaple des to non-&liatcd utilities comprised 18% of cokrolidaad dca in 1995. AEP, 
inmanrneftcd with 29 n+boriag utilities at 142 ai- haa puraucd new markets outside ia service 
territory. The company won a 15-]nu CO~~POC~ to aupply 200 megawatta of powa to rhc N o d  
Carolinn E l k c  Membership Corporation bcgbhg in 1996 and added a SO mclpwus &-year 
contraa which begmu in scpamba 1996 to aupply power to Cleveland Public Powtz. htraeu 
prucndy total 1320 -warn. We expea &at chc ayatcmk wholeaale power d e s  will pow to the 
uctcot that it can (OIVQ coat-cffcuivc w h o W  power and utilitc h exrcluivc t109Mit(iOll network. 
While total wholaplc rcvcnuca Prw primarily from &e more volptile shon-ctrm dea, refking 
weather patterns, the AEP ayatcm i a  building a d, but growing atream of rcvcnuu from long-ann 
antrpcp, 

We believe that AEP'a g d o n  d uansmimaion syatcma will k among the most competitive in 
the daceulprine industry. Ddining fuel cor0 have offset alighdy higher non-fuel opetoting aad main- 
tenance costs over the paat fcsrr yeam, resulting in totad pmduccion coaa in the 2.0-2.1 cam per kile 
wadour range. The production cost advantage dowa the company to offer competitive rata. For 
1995, the company3s rata in the f i d y  competitive industrial accmr averaged 3.62 cmn p a  kilo- 
watthour compared to &e ~ t i o p p l  average of 4.86 cents. The utilitia individdy have competitive 
positions of average to above-average, as diacusd below md as duMJnspprrd in Table 3. 

mail d u  will grow 1.9% over the nm five yc9n, dowa th.nche 3.1% pace of the pur b e  yeM. 

20% ~ n n g C C O ~ ~ p c a p a c d  U ~ h C 8 ~ ~ r a O t r t h C  M n O a  -- 

. '.. 

e 
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a The Subsidiaries 
APPALACHIAN POWER COMPANY (AP) - AP contributes 26% of AEP's operating revenues. AP 
u s a  its 5,853 mcgawans (mw) of mostly coal-fired, highly compcticive generating capacity and pur- 
chased power to serve customers in Viginia and Wen V i .  The company ertirmta retoil da 
growth of 2.2% over the next five years, a somewhat slower pace than the 3.1% growth rate of the 
past five years. The economy in the Virginia portion of the service area is expaced to be stronger than 
chat of the West V i  xMce area. I n d d  customers, which represent 38% of rhe company's 
r d  der, include primary metals, chemicals, textiles, paper, and cod mining compania. AP's 1995 
i n d d  rate of 3.68 cents was well below the M U O ~  average of 4.86 cents. 

AP'r wholesale sales, which represent 26% of total sales, are to other non-affiliated utiliau, and to 
an affiliated non-pool-member, Kingsport Power. Reflecting the impact of the Federal Energy 
Rcgdamry Commitsion's open accesr Order 888, customen have given notice of termination for near- 
ly rhne-q~nrmr of total demand on contracu manuing in up to four years. We antidpate that AP 
will k able to mnin romc of this load and dmt thc loa of some of these contram will hnve Ltde 
impact on the company's margins aa it is a net purchaur of power from the AEP system. 

COLUMBUS S O W "  POWER COMPANY (CSP) - CSP contributes 20% of AEPs total opcr- 
atin# revenues. UP'# d e r  to the robust Columbus commrcid sator account for 39% of CSP's d 
des. Industrial da account for only 20% of d da and arc spread across a number of indw- 
cria Ik company's i a d d  rata arc about qual to the ~ t i ~ ~ l  average. The coolpony atimrca 
tbrt d d e r  will grow 2.6% per yew over the next five yean, slightly above the ~tionnl average 
and at ~ s l o w a  mte dum the 3.8% over the past five years. R@od uncmploymcnt u uparcd to 

c ~ q r  5 5 9 5 - m  generating upacity is complatly &-tired. n e  n d - d  coavarion of 

&bdOW MdOd ICV& 

6 the 

ed QOID eqUrl70% of equity, primarily attributable to thc 6xcd cosm amochtd with thc 2j,,, 

rmn.9ahle given their magnitude and the otha competitive advanraga of thc AEP eystcm. 

INDIANA M I a C A N  POWER COMPANY (rstM) - IQM conaibutu 19% of the AEP 
menuu. Indiana aaouna for 82% of thcutilitfs retailsales, withthe ocher 18% inMichig.a 
I n d d  da account for 41% of d d da, with conccnuationr in primprlr m e t 4  damiad 
machhay, crPluportneion quipmcnq ehaaid, and fabriatcd metah. RefiectLas a h d t h y  local 
economy, the compauy ucpenr d da to grow 2.9% per year over the next five yeam, only &ht- 
ly slower than thc 3.3% annual groMh of the previous fimycpr period. 

I W ' r  competitive position is average d m  to ita generating cat and rate suucnuu. Ira industrial 
ram equal the zegiorrpl average. The two Cook nudear units repcaent 47% of I&M'a 4,434 
megawarn of generating capociry, and d y  d of the balance is coal-fired. B a d  upon 1995 data, 
Moody's estimate8 I M ' r  stranded costs at a managable 41% of equity, substandly improved from 
rhc prior year due to lowu operating cam at thC Cook units. Rclbcbg outage d u d o n  hu dalincd 
in recent years from 106 daya to the moat neem outage duration of 48 daya. AEP has taken further 
w- to lowe operating costa by consolidating nudear autnagancnt at thc nuclear phnt site. 

plant, which ir joindy owned with two unaffhted utili- w11 c~mpkccd in 1991. 
WhilCCh p h t  i8 m m  thC mOrc&&tth h f&O& -8 dl#MmdUtaP% nnnd- 

inrenmcnt. Zimma'scosaorrrrfldincurrcntroca. Moody%expccathacrarndcda#atok 
r 

Off-?ystcm,salcs, which comp+d 48% of total solrtr in 1995 &d which include wholesale sala 
& ' k d e  rg Gib @I, arc important to I&M's hancial health. I&h4and AEP Generating Company each 

have a SO% interest in both Rockport units, whose r o d  capacity is 2600 mw. (Rockport 2, which 
'p . went into commercial operation in 1989, is financed through an operating lease.) I&M pur~haJcd an 

. additional 455 mw of Rockport capacity from AEG. 18cM has sold 250 mw of its total Rockpart 

5 

capacity to an unaffiliated utility under a long-term contract expiring in 1999. I&A4 uses the 
150s mw to m e t  its retail and power pool demand. I&Ms highly volatile off-system salts account for 
a shrinking percentage of total revenues, offset by the increase in more profitable retail sales. 
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KENTUCKY POWER COWANY (KP) - KP is the smallest of the member utilities, contributing 
5% of revenues. It has one generating source, the 1,060-mw Big Sandy plant. Although it is a net XU- 
er to the power pool, purchased power cosa todcd 37% of the utility's opt ing  and maintenance 
costs in 1995, includq purchuer from AEP Gcocrating. Srill, the utility's competitive position is 
above both regional and ~ t i o r u l  averages as a mult  of its low generating cost structure and reason- 
able rater. As a result, we expect the company to retain iu industrid customer base, which is  concm- 
uated in petroleum, primary metals, and chemiah, aod whicb accounts for 47% of total retail sales. 
The company aoticipatea r d  sales growth of 2.1% per year over the next five ye- down only 
slightly from the 2.7% per year of the past five y c u ~ .  

OHIO POWER COWANY (OP) - OP accounts for 27% of AEP's revenues, the highest share among 
the system's mcmbcr utilitiu. The utility is also the largest net seller of power to the sysam power pool. 
I a  8,464-mw generation capacity smes not only its own L'cpil customers in Ohio, but a h  wholesale 
customers, which, induding the AEP power pl, amp& 31% of rrla. R d  ula, which have grown 
an average of 3.0% per year over the Iys five  ye^, wil l  slow to the very modat me of 0.7% per year, 
the lowat growth raa of the five utilities. I n d d  cumomg which coambuoc 64% of remil sales, arc 
heavily concentrated io primprv meads, but dm include ruch induraia as pcpoleum, rubber, plastics, 
stow day, glass, chemic4  uampomticm quipmcnz and elecrricPl machinay. Although compedtion 
is fierce in the i n d d  sector, OF'S low industrial ram, whicb average 3.19 cents p a  Lilowadour 
compared 00 ttte M U O ~  average of 4.86 ccn- provide a smog comperitive cdp.  

Expiration of two major industrial contracts, 0- Corporation in 1997 and Ravenrwood 
Aluminum in 1998, which togc&cr account for 890 mw of dnnmd, is cause for ody modat concan 
despia OPs low growth rare and higb m e  margins. The O m  conma waa uandcd though 
1999, at which h e  an dtaaatc supplier may repkc Ohio Power. The coatnut with Ravmrwood 
was extended through 2003. Both CO~PPQI curready eLIEpil low m. Moody's 
ala growtb within the AEP system, growing synan wholesale contracts, and retention of associated 
aoaMiarion m u a  to offset potcnripl loa of thir danaad. 

d 

0 

.' ' 
Tabk 3t 1995 RATE COMPARISONS 

Ill- 
3.68 
4.79 
4.s3 
3.24 
3.19 
3.62 
4.66 
4.86 

c o m m a  
5.14 
6.41 
5.96 
5.16 
5.46 
5.70 
6.90 
7.85 

RUidCUtiP1 
5.68 
7.88 
6.76 
4.91 
6.48 
6.38 
7.87 
8.83 

AEP CPTERATING COMPANY - AEP Generating Company generam and KUS power at whole- 
sale from R d p o r t  Units 1 and 2, in which AEP Generating aad IbrM each have a SO% inarcst. Unit 
1 is owned, andunit 2 u l d  KP purchpla 30%. or 390 mw,of AEPGamating's share of the 
power generated by each Rockport unit under a con- uphing at the end of 1999. An unaffiliated 
utility p u r h  70%, or 455 mw, of AEP Generating's share of powa available lrom Rackport Unit 
1 through the end of 1999. The rcmahhg portion of AEP Generating's share t$ Unit 2 is sold to 

.I&M. 1-V' Corporation (the parent) provides financial suppcrt to A\! Genu. i:g under,t.ppital 
-funds agreement, ensunng that it WU be able to meet any financial cLgatiom.# :=.'. * 

c 
d (h' 
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e OTHER SUBSIDIARIES - AEP established AEP Resources to invest in non-regulated power projeco 
around the globe and in foreign unliry companies. No invenmena in the US. have been made so far 
under a strategic alliance among AEP, Cogenaix Energy, and Zurn Industries to develop, own, and 
operate indusnirl projects in the US. and GM&. Relourcu' first international project is a joint vca- 
ture to build a $172 million, coal-fired elecoic generating plant in China. Other countries tqd by 
AEP for consideration arc Australia, Mexico, and India. AEP also established a subsidiary offuing 
energy consulting and management services as well as a power markcring subridiaty which hna FERC 
approval to market wholesale power at marker-based rates to customers bcyond AEP's r d  service 
territory and the service territories of those utilities directly connected to the AEP system. 

Management Strategy 
AEP management's opptcey derives from the company's luge, lowcost operatiom within the US. 
Although the company is pursuing intanrtiod inveoaDcnt in the energy arena, its incmaoond &fora 
arc amlest in relaion to its sire. It focuacs mainly on the US. energy mark- both within and beyond 
the present service territory. Management supports full consumer choice of energy suppliers, as fitst 
publkly announced in October of 1995. They also support rccovey of stranded casts, a limited issue 
for AEP, but a sigui6cant one in the larger mtc jurisdiccionr within rhtir lcIvicc arriooly. AEP haa Plso 
speruheoded the creation of the Midwest Independent System Opapror (SO), an organization ina?ndcd 
to d y  auapere an uttcnded multi-state (nnsmirsion grid with major goah of tcliPbility and quai 
accat at comparable prices as dircacd by the Fedcnl Energy RcSulnoorg Commua ' 'on's (FERC) Orda 
888,iuucdinAprilof &year. A rcgiodpawauehnnse, which baa notcxisttdwirhinthe ECAR 
4 0 -  t bebgdi5ms&dbythe MidwcnIso prurkipvla A E P i s a J s o d u a ~ d ~ ~  in che 
~ m u k e a t o b r o a d c n i a p r o d u c r ~  A l t h o t & h c o ~ t r c a d m ~ a h o k l i a g ~ -  0 nym#acrcdunda PUHCA,~nll;nnmorcposlibkdPUHCAtrrpcohd. --' 

s m n t t o  its oaokr 1995 -0- mc)mnnedthe its utilitia 
providcdpowatotbcrcrrriccmotL'Amarcolr - E l c c p i c P o w a : A m a i e r ' s ~ ~ " .  creating 
branda.wprrnesr for ooomntodity-like product such ascnagyt vimd by many m a r k c t ~ a s a  

taken for granted in thc past, but & v i q  inacasiag scrutinyutk numkrand typesf rnmkct partic- 
ipanta dramatially changa. The brand llpmc will also scmcrhceffofi of AEP's t w o p o o ~ c r ~  
subridipries, one dirrcrcd at w h o l d  markets and the &at t e d  mpckco, both of whkh have 
FERCappioopltolcll powa at market-basatratw pndckrcby&w AEPtorctainpmfim fromckse 
smla The powa tnurkehg subsidinria tp%ercunomcn bcpndthe &of therrnditionnl FERC 
reguhd wholeuale markca within AEP'r h n c h d  * r a v i c t ~ ~ a n d a n d b c y o n d ~ u t i l i -  
ties. A E p w i l l c o n t i n u t t o ~ e t h o r c p o d i r i o r r p l ~ ~ ~ i 9 r o t c - b u c d p ~ ~ o p I L c i t l r  
and purchnrcd power, with profits retuned to ratepayerr, untilfull tctail choice is a tcality. 

Tbc SEC has approved the hncing of several broad types of aon-tcgdad invertmcna. AEP can 
invert up to 50% of remined camings (approximately $700 million) in exempt wholaale generatom 
and fomgn utility companies. 'Iht company is focusing on China, Ausdia, Mexico, and India. AEP 
can .ko invest $100 million in its powa brokcring and marketing subsidiaries. AEP filed an applica- 
tion in September to issue up to $150 million in short-mm debt to finance invesmpcnts in QFs, c o o k  
or heating companies, and otha domestic energy-related budnesscr. Moody's has observed that AEJ 
pursuts a very d e l i h a v e  approad in i a  non-rgulnd investments. We therefore expect the compa- 
ny tr w ' 

mtpluto mhnnv VdUC, to ~ h c u r r o W t  lOY&y, d t o  hSpkconfidcrWc h -,M k U e  

%csc approvals gradually. 
.-. * r  + - 
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Regulation and Rates 
AEP - AEP owns and operates one of the most extensive uansmiuion systems in the U.S. and as such 
hu investment in arumision capaaty aa a perantag of utility plant among the highest in the US. 
FERCs Order 888, issued in April 1996, requires anrmirsion owncn subject to FERC regulation to 
open thcir mamission symms to dl uun at prices &e utility charges itself. The intent of the order is 00 
facilitoDc wholeaale compeition for elcceric energy. The utiliy's own rmil load maha priority of usage. 
The orda also required urilitia and power pooh to seck FERC approval of the comparable pricing tar- 
iffs. AEP's tariff filings have becn iargdy approved, with some non-pricing terms s d  under FERC con- 
sideration. The or& baa little effect on AEP's ansmiuian revenues as tanffs are cost-based, but it doer 
expose AEP's utilities to competition for their non-&te wholesale customen as conmas e x p k .  

As a regincrrd holding company, AEP is subjca to the requirements and limiations of PUHCA. 
While PUHCA baa uad an uneven 'playiq field" becwccn registered and exempt holding companies, 
it has PLO sewed to teatria the amounts of non-tgrlpted investment by r e p t a d  holdmg companies. 
However, in AEP's case Moody's doa not expat ttK evennul repeal of WHCA to gready alter the ruk 
profile of A E P s  invcrrmcnt activities baause of the company's coruavarive invarmcnt strategies. 

AP- AP aavu cuttomen in both the V i  and Wen V i  jurisdictions. The V i  S a t e  
Corporation Coaunisaion hued a final or& on M a y  24,1996, den- a requested $15.7 million 
rate inaeruc. AP had filed for the incrrue in October of 1994, and the SCC had grand the compaay 
authority to collect the inatpK subject to refund rirscc November 1994. The finrl order therefore 
requires a $26.8 million refund, which AP hata provided for and c o m p l d  by scptcmba 1994. 'Ihe 
o r d a h  rffscrcd AP'r m q i m  near- by requiring it to amortize nearly $24 million of atom 
daauga over five yearm inscad of three i d 0 0  uac a fiveyear row average member load ratio 
immd of a pro forma cnlculncioa AP pya fort& costa of power purdrprcd &om the AEP syram 
pool based on ia share of system loadcompnrcd LO b &mapring capacity dcdicptd to serving rhesys- 
ocm pool. Aa thc omwllt of power AP purrhued frwr the pool baa inerrpK4 ita costa have also 
lacrud.  The orda'r mcrhodforolculpriae~will cawcom togrow E0rCcrth.n moucc 

AP filed for a net $6.9 million rae inCrrare, comprircd of a $34 million base rate hike, a 12.75% 
ROE, and a 327 d o n  fuel dnuoc reduction, in ita Wen V i  jurMicdoa in June 1996. AP has 
negotiated a dement agmmmt amoq all @a d t i q  in a $5 million base rate reduction and a 
527 million fucl duction. A final o& oo the recdcmcnt agrument ia utpecrcd shordy. 

V i  u conducting to invcatigate the need for ratrucnuing the el& energy 
indurtry. West V i  whac ram arc b d y  about 2J% below the ~ t i o d  average, baa so far 
puraucd no injtiativa to introduce competition, 

CSP - The moa recent rate order for CSP was the Janw 1994 order resolving the conversion of 
the Zimmer plant from nuclear 20 coal. CSP was granted a $57 million incterwc with a 12.46% ROE. 
Ofthe 7.11% hereme, 3.39% r e p d  m temporpry surcharge until mid-1997. The order also 
dirrcad U P  00 mite off an additional 51M.S million after-tax in disallowed costs. 

The Ohio commission haa 0opd;Crcd roundepble metiup to investigate the effut of gram 

* 

petidon on the state since late 1994. In response to initiatives oriring out of the roundtabla, CSP 
introduced . .. new regulated rate des- in the form of interruptible buy-through contracts and rad-* 
v-c' i n d d  cuatom~s. 

" .  ;&n&sr Ron A m s k .  reintroduced a bill prop ing  retail wheeling in Ohio by Jay  
1,1992. action was t a k a  on the bill in tb past legislative session. Moody's believes that h F  
tion of I . wheeling within the state is likely to be delayed until the legislature ad&- the thomy 
issue 0: I . evcnues. Utilities have been major tax collectors through the state grosa rcccipm 
local propcrcy taxes, particularly in counria where high-cost nuclear plants are sited. The* tax luua 
arc not likely to be addressed unul after 1998 elections. 

I 

. . '  ,. .: 
' 
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0 I&M - I&M server customers in two state junsdictions: Indiana and Midugan. A November 1993 

Indiana commission decision granted the utility a $35 mdlion rate increase, with a 12.0% ROE and 
increased nuclear decommiuioning cost recovery. The Michigan commission ordered a $10.4 million 
increase wth a 13.0% ROE in February 1991. 

in din^ has taken no initianves to promote competition due to the competitive rates already preva- 
lent in the state. Michigan’s commission approved a s d ,  five-yeor retail wheeling pilot in June 1995 
involving the two largest utiliacs in the state, Consumen Power and Detroit Edison. The governor has 
endorsed a Michigan Jobr Commission proposal to permit commercial and indusaial customers to 
choose energy suppliers by 1997, to establish a wholesale power pool by 1998, and to eliminate fran- 
chise territories by 2001. 

KP - KP’s Ian rate action was an April 1991 $1 1.5 million rate reduction. The Kentucky commis- 
sion is not inmesrrd in greater competition within the state out of c o m  that rata m y  rise in 
rupom. The state’s utilitia provide elecPic energy at very competitive prim as thcit generating 
plana arc typically sited by the coal mines, avoiding nuupamation costs. If competition were brought 
to the stote, the commission is concerned that ownen of pow- generated within the stare mght reek 
to sell that power in higher cost area outside the state. 

OP - A March 1995 Ohio commission order approved a sctdemmt providing a $66 million, 5.8% 
rate hike to recover costs associated with construction of the Gavin plant scrubbar. 7 % ~  scrubbar ate 
the primprv componenr of Qean Air Act compliance a- the AEP r~ffnn. The amplipace p h  wu 
approved by the Ohio commission. ‘Ibe dement  may alm allow OP to cc~lver COIP PUOCiPtCd with 
cloaing ia W a d  cool mina as part of the CAA compliance plan if actual fuel coao arc lower than 
fixed o m ~ u l l p  atipulatai ia the settlement agrement. The shutdown c ~ m  could be rubapmipl. 

[Sec the diuusaion under ‘CSP” above rgprdine commissioa and legislative competitive initham 
0 :  - 9 wiCbpObio.] 

RisksWea Rnesses 
The company’s l e v a g e  is higha than the industry average, dtho~& this ir ofkt by the go0d-m 

Bccow of the le& of strong regulatory suppon in V i  and W a t  V i  as well as the 
cxccllent competitive positioaa of its membet utilities. 

absmce of rate C?KI in other jurisdictions, thc utilities must rely upon cast CU- to improve 
financial ratios as business risks incruse. 
Only average cconomic growrh is upcncd across the system. 

Opportunities/Strmgtbs 
Lowiost, cd-€ired generating upacity provides a wmpedtivc advanage. 
Completed coartiunion cycles &ow lower capid  upmdim and r e d d  Wtoq risk. 
Geogrppkc re& a d  a brlpncc bmmcn competitive iniriatives and a contcrvativc investment 
strategy position AEP to benefit horn coming dcqulation. 
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CONSOWAT€D - Conrolidared cash flow coverage measures have improved over recent years 
while debt-to-todapial  ratios have remained fairly consrant at S2%. Pre-tax interest coverage rose 
from 2.32 timer in 1992 to 3.1 1 times in 1995. Decl i~ng fuel corn have offsa rising non-fuel expens- 
es, causing r o d  opera- urpelues to remain generally flat, at 83% of rcvenua. Reinvament of 
inemally-generated a s h  will be r u p p o d  by management's pursuit of a long-term payout ratio goal 
of 75% compared to the actual dividend payout of 84% in 1995. 

AEP punues a systemwidc environmental compliance program. Requirements of Phases I and 11 of 
the Clean Air Act have been largely rnct through construction of the Gavin scrubbers at Ohio Power 
and through fuel switching. Environmental costs for the system over the nexr five years arc modest. 
totaling an estinUtcd $144 million. 90% of this amount is targeted at rnoddymg boilers to reduce 
nitrogen oxide emissions. 

AP - L i m i t e d  +tory supporc, the largest shve of c0lWtlllCdon expendituca in the AEP s y l t m q  
and divided in ex- of camings have prrosuted leverage and covmge CIEUULZI, resulting in a rating 
downgrade in 1996. The company upccp a&on to average $200 d o n  pcr ytar over the next 
five yam, thrccquprtm of which should be met through i n d  ash. AEP phnr to provide quity 
conmburions to allow a tnodcrau decline in lcvccage and improvement in coverage over the next five 
years. Interest covengc in 1995 was 2.63 times, a modat impmvement kom 1994, but still under lev- 
els of the early 1990's. Lang-term debt represents 47% of teal apical. AP rcdmncd S25 million of 
prcfarcd stock in 1996 using procteds from irsuolwc of junior subordinated debennuts and inrends to 
rrdcan an additional $50 million in early 1997. Thc debcnnva arc debt, bur provide some additiod 
&uncial Bexibility in allowing AP to defa irmrrst paymans for up to five yean. Tool debt at the end 
of 199s including short-tam debt and t6e junior subordinad debt was 55% of total u p i d .  

Actual tOPPPUCtion upendicura may vary subatantially from prior focaxsm. The company has 
attempted to c o m  a hi&-voltage mnsmhsion ILK across western V i  and touchan West 
V i a  to serve growing d load. The V i  commission supports chc colUhUCLioa The U.S. 
Forest Service has opposcd the ColUtllEcLion based on io possible environmental impact. AP is ncgoti- 
ating with the appropriate parties to balance mvironmcnul concccus with needed ammisaion capaci- 
cy. A swift resolution may not be forthcoming. Technologid advancer in transmission capacity may 
at the same time d u c c  rrquirrmclro and thcrrforc estimated coNINCcion expcndinua. 

CSP- GP*s inaannl cuh flow ia expactdm remain raong and more rban vnple to mea modest 
consauction expenditures averaging $98 million per yeat ova the nuct five years. Both coverage and 
lcvcrage measures should continue to improve. Pre-ruc inarrrt coverage w u  3.5 times in 1995 com- 
pared to 2.0 tima in 1992. CSP decmed $72 million of preferred s d  through issuance of junior 
subordinated dcbcntura in 1995. Long-mm debt excluding the debenwcr was 51% of total capid 
at year end. Total debt indudmg &on-arm debt and the junior subordinated debentures was 57%. 
Dividend payout in 1995 was 73%. 

I k M  - S m n q  cash flow will continue to allow &e company to meet its capital cxpcnditura, d- 
mated at $104 million per year over the next five yean, out of i n d y - g m = t d  funds. Pre-epx 
interest coverage of 3.8 times in 1994, compared to 2.8 rimCr in 1992, is expectcd to condaue to 
improve. I W s  balance she .  i- ,. 
the Rockport p.lant, Unadjwg 
amount of iuxiior . .  subordinatec - , . 

kom $634 million to 5988 million 
end of the range. 

. vhat leveqgcd by lux payments associatdwith io share of 
year ~ ~ - 2 9 9 5  u r f  :9Y.- f tal capital. - 1 W a d e d  a s l i m  
n im7- .:'ref& .lg #re md stock and ioc+m debt. 

The most recent estimates in 1.;. .. ,f decommissioning COSP for the Cook nucle&$its ranged 
lese cosrs are being recovered in rates up to ai least the lower 

?,:I . ' 

O Ol? 

L 



__ . - .  

SI :ntal 

KPSC 

Reque! 

0 KP - KP added 540 million of junior subordinated debcnnues to its balaie sheet in 1995, refinanc- 
ing shodccrm debt. Total debt, at 59% of total capital in 1995, represents leverage higher than is 
rypical for iu rating category. KP's very compmtivc costs and r a m  plu, its s ize  within the AEP sys- 
tem o f k  the greater leverage. Both coverage and leverage measures arc expected ro remain sable 
over the intermediate term. Interest coverage in 1995 was 2.2 rimes. The company expects to m m  
only one-third of construction expendirurcs, expected to average $62 million over the next five years, 
through internal cash. Parent equiy contributions are intended to support the consuuction program 

OP - The Gavin scrubber rate scnlcment in 1995 supports continued strong cash flow. The scrub 
bcr lease adds leverage to the balance sheet, however total adjured debt remains in the mid-50% 
range and is expetxed to decline over the intermediate term. Unadjusted pretax intemt coverage was 
a strong 4.0 times in 1995, substantially improved from 3.0 times in 1992, and is expected to continue 
to_laengrhen. 
.p' 

OP owns three high-sulfur coal mines, two of which arc likely to be c l o d  ro comply with Phase II 
of the CAA. OP may nor be able to recover all of the estim?rcd S195 million after-rax, non-Ohio- 
jurisdictional shutdown costs. However, the current raring oudook assumes OP has the abiliy to 
substantially recover thtse cos0 through the Gavin d c r n c n t  agreement terms and to manage the 
financial impact of any unrecovered amounts. 
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BUSINW FUNDAMEMU AND W N  
Amuian Electric Power Company (AEP) is one of 13 rrgrrmcd utility holding aunpdes rcgPLted b 
the Sccuritia and E.chpnee &&on uadcr the Public Utility Holding Company Act of 1935. AEP 
is a system of h e  large electric utilities (the mmopbQ utifitia3; Apppkchinn Power Comppny, CoIumh 
Southan Power Company, Indinor Michigpn Power Company, Ken- Power Company, and Ohio 
Power Company, nvo d distribution utiliaes; one wholesale elecuic genua* company, AEP 
Generating CompanE and a non-regulated development and investment o~bbiw, AEP RrJoumr. 
Although the utilities retain their separate legal existence and indenturu, thcp have been KNing cus- 
tomers under the brand name “American Electric P d ,  since 1996. Table I d& the size and mvktr 
h - a  ofthe &e member utiliacs. 
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CSP'o 2,595-mar generating capacity is completely d-6rcd. 'Ihe nudear-toall conVCRion of the 
zimma plant, which is jointly owned with two un?ffilirecd utilities, was completed in 1991. While the 
limmaplnnt is among the mosteffiacnt in ia rrgion, it i s a h  the saura of most of CSP'r stranded COR 
exposwe due to ia 6xcd COSR Moody's estimates of d e d  cost erposurr dedincd bum 70% of equity 
in 1995 to 49% of equity in 1996 due to an increase in thc equity base and a decrrvc in the absolute level 
ofstnnded coots. Zimmeiscoso arc efld inaurrntnm. Moody's expccothese suanded ow0 to 
be mna?ge?ble given their decrr?dng magnitude and tbr other ampetitkc admnagu of the AEP systan 

INDIANA mCHIGAN POWER COMPANY 0 - I&M Contrihta 23% of the AEP system's 
revenues. The state of Indium atxouna br over 80% of the utilitfr d sales, with Michigan making 
up the balance. In- da acanmt for 43% of top1 d s?lts, with concmaauolu in primpry met- 
4 elemid machinery, transportation equipmcns chemiCpL, and fabriatcd m& Reflecting a healthy 
local economy, the company expeca read da growth to slow to 2.1% pa year over the next 6ve years, 
after growing at an annual pace of 4.3% over the previous h e  years. 

I W s  compdtive position is avenge dtle to ia paat iug cost and nte sauctures. IO indusuial 
ntU equal the regional average. The two Cook nudtu unia rcpraau 47% of I W s  4,434 megawarn 

m a t ~  I W s  saradcd c o s ~ ~  at a cmmgcdc 40% of-, mbsaddy im@ hnn the prior year 
due to lower opmting cosa at the Cook& Although ptrtonnuux at the (wo nudmrunia has 
improved in recent years, both unia w m  shot clown in early sepocmbu of 1997. The shutdowns were 
due to omccm~ about plant system functionality in tk meat of an &t, not because of any equip 
mcntmrlfuoaiow Them r y r t c m h p I ~ a ~ r r s c ~ c m r c p h a t k  lost poncrduingthc shutdcnm, 

to replace the fourstarn generaton in Cookunit 1, withmapcad apiml costthat could d S175 
million. The .eptccmcnt aiu take place during a rrgrrlupp scheduled rehehq outage in thc spring of 

of genuoring c~prcity, urd ..srtp dl of thc is c 0 P i - M  Bpsed UP 1996 Am, Moody's &- 

but will miss the O ~ ~ t o  sell CDQSS power in the w!lolallc market I&M has also PluuIPllced p h  

2000 and the unitb arpec&d to be out of& k a b a a t  100 days Thc amprny~tonzcec  thc 
a J 6 n ~ t t u o u $ l ~ C n s h .  

Ofi-rysmnspla, artricharmpriocd 53% ofooplsriain 1996 dahichincfirdcwholesledama& 

'd opsnticm in 1989, is 6lmuxd ~ r r r q m t i n g l e r r c )  I&M plfihngd a0 r d d i t i d  455 

.I 

to the pool are impomatto I W s  6nantidhairh. I&M md AEp W t i q  Gmpmyach have a 
50% interat in both Roc+tnniO, atrme mcrl &is 2,600 mw. 2, which wmt into 

mw of Rockprc appdtg hzn AEG. I&M hrr rdd 250 mofia Oosri Roclrportapdcityto anunnffilint- 
ed utility unda a long-term contru* spiring in 1999. I&M usa  the pem+inine 1,505 mw to meet ia 
retail and powerpooldannnd I W s b i g h t g o d i c i l e o f f ~ s P l e s a ~ f o r r  hinkingpenxntnge 

KEMUCKYPOWER coMpANym--18 is t h e d a t o f  the manbautilitia, conmbuting 
only 6% of rcvcm~es It has one the 1 , W - m ~  ad-6rcd Big Sandy p h t .  Although it 
is a net seller 00 the powerpooS pxchncd paaacaso ODPlcd 39% ofthc u t i l i q s  opemtingand mainte- 
nance COJP in 1996, induding puchpwr 6mn AEP Generating. Still, thc utilitfr compctitk position is 
a h  both regional and a r t i d  avenges u a d t  of its loa generating castmuclun and rtlsolllble 
n- As a dt, we apatthe annpmaytn retain ia krduspipl cnrmmer bue, which is concarpltcd in 

annapam d rnles gruwth of2.0% per par ~ l i ~  the neb 6VC ycm, down Slighttp &om the 3.0% p a  

OHIO POWER COMPANY (OP) - OP aQxlllllb for aczrfy 33% of AEP'r reocnua, the hi* 
ohnrr am- &e systan's m a n b u d r i a  Ikmi l i t pu  also the Iargutnct sella of pawcrto the 
power pooL Its 8,464-mw generation cppocitg SCRCI not only ia own red amomen in Ohio, but h 

40% of Srler Reail des, which 
have grown a n  avenge of 2.3% per year over the krc h e  yean, arc expected to have a -2.1% growth ntc 
over the next h e  years reflecting the IOJS of thc ormet Corpontion conmct in 2000. Indurainl CUO- 
tomus, which contribute 64% of d des, am heavily concentsad in primvy rnepls, but llso 
such industries 1s petroleum, rubber,  plastic^, stone, clay, gllps chemials, mnsponation @pat, and 
electrid machmug. Although competition is fiace in the i n d d  sector, OP'o low i n d u s d  mw, 
which avenge 3.18 cena per kilowatthour compared to the national avenge of 4.64 cents, p m d e  a 
spong competitive edge. 

o f d  ICPtPUCS, o&tbytkipcrruc inmorrpmfidlkreailspkr 

pcpdeum, p r i m a r y 4  and chcmicrl, dahichpcoormrr for#% of top1rrPil des. The cotQp=y 

- y e p r o f ~ p n s c ~ y c y s .  

. - whoIesPle curmmcn, which, including thc AEP power poOl 
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xldudml G l a a m d  
3.64 5.07 5.S8 
4.81 6.46 7.83 
429 5.86 6.69 
3.m 5.08 4.86 
3.18 5.54 6.64 
3.57 5.69 6.3 5 
452 7.10 7.73 
4.64 7.63 8.64 

. I ,  I ,  I . 
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AEP - AEP owns and openas one of the most crOtnsioC mtumbsh 5ystam in the U.S. and as such 

FERC's order 888, imred in April 1996, rrqrrirrs mnsmision ownen Jubiectto FERC re+tia to 
bps imamwntinprnsmLsion ~pac iyas  a perrmoecofutifitpplant.mongtk hi@cin the U.S. 

open t hc i r tmnsmkionm to allusem at prices the.uulitychargu i d  The intent of the order is to 

:der PLO requid utilitia and power pooh to s(xJLFERC approval ofthe comparable pricing arifh 
~~rtarifffillnahavebeena~mvcdandremrincost-based. WhileOrda888doeserposeAEP'sutili- 
ties competition for their non-&te whoIcSalc custornen as contraca expire, it hp, Iko dtd  in 
in&scd utilization ofthe -on systcm with a comsponding incrrpsc in -on m u a  

h a registered holding company, AEP is subject to the rquiremenm and limioti~ns of PUHCA 
While PUHCA hu crated an uneven "playing field" berween registurd and armpt h o l w  companies, 
it has also Derptd to d c t  the amounts of non-regulated investmat by re@ h o l w  companies. 
The evenutal repeal of PUHcll. in Moody's opinion, will not greatly alter the risk profile of AEP's 

W s A n a h i s  7 

& -" IXC w h ~ l ~ l e  b el& Q I ~ ~ ~ J T .  The urility'r o ~ l l  d l a d  rrpin, @+ of WOF. 

. , 

d 
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the non-rephtcd investments p w  in size and number, the company's 

four stata in which AEP openta for Ni- chide reduction of 40% or 
Kmrucky, Ohio, and West V I  must have pollution conpols in pkcc by 2002 and 

d-&baDctioarc to be atniacdby2OOS. I ~ P  wootc~sc Xrnnrio AEP management CXPCCIS ~ # l l  for 
the prognm to amount to $1.6 billion in capid expcaditura and approhatdy $400 d o n  PlllluPyT in 
O M  ~pauez AEP believes the EPA reductiom arc e x c a s k  Si@ant politid hurdles stmd in the 
way of i m p h r i n g  the new rpnduds, so 2002 may be a much too aggmsivc deadline. Moody's has not 
f i c c ~ d  the  potential new environmental cum+ oms into ratings beam of the uncertainties sur- 
roundingnuimpactandtiming. 

AP - AP scma customem in both the V i  and West V i  jurisdictions. On June 13,1997, AP 
fled an appliation with the V i  State Corporation Commir~ce ( V i i  SCC) for appromi of an 
dmtive regulatory plan and an incrrose in annual base ram of $30.5 million, e&crivc July 13,1997. 
On July 10,1992 the Vigiair SCC hued an order nupending implementation of new mtrs until 
November 11,1997 and a public hem+ &a bccn scheduled for May of 1998 to d d c r  AP's pm@ 
On Decanber 20,1996 AP 6lcd an applicption with the V i  SCC to in- its annual fucl haor  
revenues by $17 million. Thc V i  SCC a p p d  the r#lucss e&uh F e M  1,1997. 

On Deaemkr 27,1996 thc Wut V i  P X  approved a setdement lgecancet dut would reduce 
AP's base rota by SS million and Expaded Net hagycoSr :  0 byS28 million. Under the tams 
of the ogrranenq AP's raasworrldmtcbnnge prior to January 1,2000 md an ENEC rrcopery balance 
would be hp. Rcgudb of the xuawuy balance u of Deccmbu 31,1999, ratepayen would not be 

AP 6hd appl icn t icnr rar i th tkVi  SCCand PSC of War V i  drping 1997 for data  to 
built4 a 132 milc 7 6 5 - W t d a  line kcween thc twolp ta  The n#d for the new Lirpc wu 
identified in 1990, but replatory dekyr have postponed the project. The most recent appliation, 
ddm& as yctunnpprrrrred, hpr b e a r d  to rccolmt farchnngcr by the U.S. Forest 
serrricc and environmental apao that would re-rolltc the line to avoid-d wildlifc amas in 
v i  The p r a j e r t c u r r a d y h u ~  appnnima~ 00scof$263 d o n .  

Since Septemat 1995 ,Vihprcnnducd  pn#cdingr to iavdgaa the need for r c s m c d q  
the e l e d c  energy industry. On November 7,1997, the staff of the mrgi9iO State Corporation 

mry selective and deliberative in their pace of groarth. 

me w p ~  

~ b l C c O r ~ r m d a r r a R a y a n d d ~ ~ h . I l y a p r m a r r r r r p .  

cc#nmirsioa*mrrpm 

The htphrw, -the paiod 1998-2001, bail- paiod in WhiChdty 
ram in &e smoc am t&ama&#rmminrrl. p i l o t ~ d c s i g n c d  md - and new me&- 
n i s n r u  * to manage a more tnm nurknruchuur indepaadent sysmn opemorn of the ams- 
minianryrammdancrregbdparrr4daaqe. In the Kawdphuc, b 2 0 0 0  to 2002, thc &on 
whethertopmacdaith' fall chokwouldbe made usingthc d c i  of the study phase and 
implcmmtation utilieies, filed iu own Plarition 

West V i  ahtre ma are a l r u d y d  Beloltk natiarulsvcmgc, hpr only rccendy initiated a 
gcnmi invutiption iam the raawmiq ofthe el& QCQBP indumy pnda the direction of the 

fora arhok repartau dehred to the aunmhbn 011 ocbober 15,1997, o d h b g  areas of conunsus, 

L - The most recent rate order for CSP m s  the January 1994 order rrsobing the conversion of 
ana plant from n u d m  to cool CSP OSPJ pntd  a $57 million incrr~e with a 12.46% ROE. 

Of L~S? 7.11% increase, 3.39% represented a temporary sIIlch?rgc which ceased in June of 1997 and 
res\.' d in the recovery of $93.9 million. T h e  order also directed CSP to write off an additional 
$144.; million after-tax in 1993. 

The Ohio commission has conducted roundtable meetings to i n d g a a c  thc e&ct of p w  competi- 
tion on the stltc sin- late 1994. In 't~ponsc to initiatives arising out of the roundabler, CSP has in- 
duced new regulated rate designs in the form of intcnuptible buy-through ammcu and real-time pndne 
to its mdustrid cwtoaxm. 

* 

if=*, dong with 4 other 
rate as (dacrikd rbapc) PI rrqpated by the v i  scc 

Public SeRicc Canuusn . ' a o f W a t V i  O n M n y 8 , t h c ~ ~ ~ ~ h i o n ~  * l lninvutiga~psk 

but making no Ranmnc&tio= 
---i &! 

. 
/ 

I 
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Low-a#t, ooal-6red generating apaaty provides a competitive advantage. 
completed construction +CY dour lower a p i d  expendihvcs and reduced regulatory rkk 
Geographic rad and a balance between competitive initiarivcs and a co-tivc investment sua- 
gy position AEP to benefit firom coming deregulath. 

: .- ,  . , . ... 

CONSOLIDATED - Consolidated a s h  Bow coverage masura have improved over rcccnt yan wlule 
debt-to-tod-capid ratios have remaid fairly constant at 5 1%. Rc-ar interat mnge rose horn 2.32 

farad saxk tDollling appmimatcly $430 million duvugb inrunnccS of junior su-ted and long f e r n  

dowing AEP subsidkia to defcrintezesc paymcao for up to heycars DediDingfuel caas have ottjet 
rising non-fucl apensa, awiq tod opanting expama to remain g e n d y  Brit, at 83% of revenues 
Rcinrrstmcnt of intunally-gcnerated ash wil l  k suppomed by m;mylanent's purnrit of a long-mm pay- 
out d o  god of 75%. Aaurl dividend payout for 1996 PRI 76.4% down 

of Phases I and II of 
the Clean Air Act have bearlar&mctthroughcormnmia of& Gavinsaubben at Ohio Power and 
thmqJhfrrelswicchmg. lzmknmm d a m  forthe system between 1997 and 2001 arc modest, totaling 
an esciautcd SlW million, Newlyall of thir amount is w g c d  at modifylne boilax to reduce oinogen 
ddcemissionr 

AP- L h i d  ~ g u l r ~ ~ ~ l p p o ~  the t.gestsbnrr 0f-m erpmditurrs in the AEP ry3temt and 
dividmdr in e31ocs1 of arninfF have prrsrar#i lcomge d amexage amsum, resultingin a ntingdown- 

yeprs, ~ o f v h i c h s h o u l d  be m c t ~ i n a c n u l c u h .  AEPplplu to provide equityconm- 
butions to allow a moderate dedinc in 1- and imppoRma~in ~ l s e f y ~  ova tk nut  6vc yean. e 
he-tax ineerrrC a~crpge in 1996 was 2.87 times, an hpmanau h 1995 and appropchine levck of 
the early 1990's. L o n g - m m d e h t ~  51% oftotal capid AP rrdecllplcd ptdcmd d a m o u n t -  
ing to nearlyS184millionthmughthe tknsix months of 1997 using pmcc& trorn the issuance of junior 
s u b o b d  debmtws Md 6nt mortgage bonds Total debt at tk end of 1996 includiq short-term 
debt and tk junior subodi~ad debt was 54% of total apid 

Actual constmction erpenditums uuy vary mbspntinlly from prior forecasts. The company has 
attempted to c o n s ~ ~ c t  a high-voltage tnnrmission line a m  w u t a n  V i a  and southern West 

Forut Service hpr opposed the amuuaian bued on io possible amimmental inpet. AP is negotiat- 
ing with the a- @a t~ balance aminnmend concam with needed mnsdssion apaaty. A 

CTP - CSP's M arh daw is "pcacd to ranainnrong and more than ample to meet modest con- 

age amsores SharJd omgiauc to impmve. Re-tp. inmest covaylc was 3.6 dmes in 1996 compvtd to 
2.0 timer in 1992. CSP redeemed SSO million of prcfarrd stock in the 6rst half of 1997 pnaudy 
t h r ~ ~ g h  the issuance of junior subordinated deknarrrr. Adjusd long-bcnn debt w a ~  57% of tod a p i d  
at yar end 1996. Dividend payout in 1996 WPI 75%. 
I&M- Strow ash Bawd ccL:nue to Luaw the compnyto meet iaapid apcudinxcs, c h u t e d  
at Sll2 million peryear ova the tm h e  yeus, out of intmdty-gencratedfrmdr. h - r u  interest mer-  
age of 4.6 tima in 1994, comprcd-to 2.8 tima in 1992, hpr continued to improve. I W ' s  balana sheet 
is somewhat leveraged by le payscnts associated with i a  share of the Roclrpor~ pLnt T h e  ad@ 
debt level, reflecting lusu  md pu+ch?sed powvr con--, was 59% of total a p i d  at ycy-end 1996. 
Through the lirst six months of 1997 IBrM has redeemed 774,069 shares of preftmd StOcL at a cast of 

times in 1992 to 3.55 &CY in 1996. Through the h hnlf Of 1997 AEP ~ ~ b s i d i v i ~  ham redcaned PR- 

debt Thc dcbentun~ pre debt, but o ~ e r  the short ocrm pronde o ~ m c  a d d i t i d  bnlnlill auibility UI 

842% in 1995. 
AEP puma a syrcmrwide CnvirOMlenpl compliance progrun. Req ' 

gndc in 1996. The amrplny erpeca co- to average $215 d m  p a p  ova the IIu[o h e  

V i t o ~ l p o r i n g d l o r d  T h e v ~ ~ r u p p o r r r t h e c o n s a u a i o a  Theus. 

d d u t i a n m 8 y n a c b e  fodmmbg. 

nruction eqxdturrcr 8vemghg SllS millian per 'pat mer the nrrt fm yeam Both aYvcrage and levu- 

a p p r o d t d y  E78 million funded primarily b u g h  a s h  on hand / 
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The most recent estimates in 1994 of decommissioning c a a  for the Cook nudar unip ran& 
from 6634 d o n  to $988 d o n .  These cosu are being recovered in rata up to at l e o s  & 
end of the range. 
E(p - Total debt, at 59% of total capid in 1996, rcprcscna Imngc high- than is typical br ia rating 
angory. KP's my competitive costs and rates plus itp size within the AEP system ofkt the greater 

lnacrrrt ancrrge in 1996 wm 2.0 times ?bc oompnny erpeca to meet only one-third of consaucdon 
~ d i ~ , e x p e a c d t o m ~ $ 5 6 m i l l i o n o p c r e h e n c a  hcyepn, through i n d d  Parent equi- 
ty contributions uc inmrdad to support the a m ~ ~ c t i o n  program. 

OP - The Gavin scrubber rate setdement in 1995  support^ amMucd smmg d Bow. "he scrubber 
lase addg leverage to the balance shea, however total adjjdebtrrmniru in the mid-50% nnge and is 
apened mdedine over the intcrmedirtc mm. UnadFd p m a x  interat amrage was a strong 5.0 
tima in 1% subsmuaUy i m p d  &an 3.0 rima in 1992, md u apccted to continue to strengt&cn. 
'Thmugh June 30,1007 OP had rrAranrA nearly $120 d o n  in p r e k d  stock fundcd by a c~rnbinntion 
of short-tam debc and juaiar subordinad debenaues 

the CAA. OP may not be able to rumu d of the estimnpd $195 d o n  after-tax, non-Ohio-juriJdic- 
t i d  shutdown corn. Huwcva, the axrent nting outlook loumes OP hu thc ability m subsm&& 
reomrthaecosa tbughthe Gavinxadancnt agrrcmmtarms and to manage the h c i a l  impact of 

lcvcngc. Bothcavaigemd lmrrgc meuMs arcexpeaedt~ remainstable overthe intamedrp *UtQm. 

OP owlu thrrc hl(lh-suu\Il copl mina, ofwhich M likely to be c l o d  to comply with PhpK IIof 

myllmrmedrmauna. 
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Moody's Investors Senice 
Global W/t R n u r r h  

A m e r i c a n  Electric Power Company, 
Inc. 
Industry Group: 
h l l u c t s  

Emily J. Eiscnlohr 
Susan D. Abbott 

Rdng Category 
kmrican E k W k  Pomr -pay, Inc. 

Commcrdal Paper 

Sr. Secured 415 Shelf Rcgisuadon 
Commacia Paper 
LT Counterparry Rating 
Fmt Mortgage Bonds 
JL Sub. Deferrable In- Debentws 
Preferred/Prdcrmce Stock 
Secured MTN Program 

Appakchwn - bmpanY 

St SCC. M e d i ~ m - T ~ ~ m  Nom 
Cdumbur Sohorn Pemr Comparqr 

Commerda Paper 
LT Counterparry Rating 
F i m  Mortgage Bonds 
JL Sub. Deferrable Interest Debentws 
MTN Program 
Medium Term Nom 
P r e k ~ ~ c e  S d  
Securedmprogram 
SL k. M e d i ~ ~ m - T m  NO= 

Indiina Michigan Pamr Company 
415 Shelf R w a t i o n  
Commercial Papa 

First Mortgage Bonds 
Jt Sub. Deferrable Intast  Debentures 
PreferredPrcference Stock 
S.F. Debenture 
Secured MTN Program 

Countcrparry Rating 

SC SCC. M ~ d l u m - T t ~ i ~ ~  NO= 
~ k y P o w s r c o m ~  

Sr. Secured 4 15 Shelf Regstradon 
SL Unsecured 415 Shelf Reghation 

.-' Commerad Paper 
LT Counterparry Rating 
F l m  Mortgage Bonds 
JL Sub. Deferrable Interest Debenrures 

ELECTRIC HOLDING CO. 

(212) 553-1653 New York 
(212) 553-1653 NCW Y d  

Moody's Rdng 

p-2* 

(P)A3' 
P-2 
Baal 
A3* 
Baa2* 

A3* 
A3* 

"baa1 .I 

P-2 
Baal 

Baa2* 
Baal 
Baal 

A3* 
A3* 

A3 * 

Ybaal"* 

(P)Baal* 
P-2. 
Baaz* 
Baal 
Baa3* 

Baaz* 
Baal. 
Baal 

'baa2"* 
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m p r o g r a m  
MTN Program 
Medium Turn Nota 
Secured MTN Program 

Ohio P o m r  Company 
Preferred 415 Shelf Regismuon 
Commercial Paper 
LT Countaparry Rating 
Sr. Secured Fim Mortgage Bonds 
JL Sub. Deferrable Interest Debentures 

Medium Term Notcs 
PrefcrrtdPrefcrence Stock 
S.F. Debmn~rc 
Sewed MTN Program 

m p r o g r a m  

ROS (-0) Funding c0rpoml.a 
Gtd. SL Scc.415 Shelf Registradon 
Gtd. SL Sac. Lease Oblig. Bond 

ROS (UM) Funding h p o r a l h  
Gtd. SL Sec. 415 Shelf Rcgimation 
Gtd SL Scc. Lease Oblig. Bond 
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(P) baa1 

Baal 
A3 

P-2 

Baa2* 
Baal 
Baal 

Baal 
Ybaaln* 

A3 

(P)Baa2* 
Baa2* 

MOODY'S CONFIRMS AMERICAN ELECTRIC FWER AND CENTRAL AND SOLOTH 
WEST WlNB UPON MERGER ANNOUNCEMENT -- 

' . I  Moody's Invcsron Service confirmed the ratings of American Elecuic Power Company, G n d  
/ 

and South West Corporation, and all their operating subsidiaries, except Public Service of 
Oklahoma, h e r  the two holdmg companies announced their inrention to merge. They will 
form a new holding company, to be d c d  American Elecpic Power Company, to serve 4.6 mil- 
lion cusromers in 11 sfarcs and four million cusromers in the UK. Aftcr the stock-for-mxk 
m u g q  the combined companies are expected to have approximately $1 1.6 billion in debt and 
preferred stock outstanding. The companies share similar business and f inand profiles, and 
their largest d u e s  carry identical ratings. 
The combination's benefits arisc more from longer-term strategic considerations than from 
near-ram savings potential as their scrvicc territories arc not contiguous. The companies have 
identified a relatively modest $2 billion in non-fuel operating savings to be achieved over 10 
years. While the near-rem cash flow impact is therefore modestly positive, the new American 
E l d c  Power will enjoy ~ t i o n a l  scope, expanded customer bases and tradmg breadth, and a 
larger and more diversified generating bay. Moody's noes that both companies have dcmon- 
snared suni lar  visions for the hrure of the elecaic energy industry for several ycars. 
The merger WI.U require a number of regulatory approvals, but the companies antidpate obtain- 
ing h a c  approvals over the next 12 to 18 months as they lack market power in the wholesale 
mark= Current market suucturc in the UK may require the regulator to refer the com.bination, 
whch will own rwo regional clecuicity companies (REG), SEEBOARD and Yorhhm 
Elecnicity, to the Monopolies and Mergers Commission for review. Moody's anticipates a 
favorable outcome should that occur as most market participants and observers believe the 
UK's 12 REG d need to consolidate to ach~cvc further cost reductions. 
Public Service Company of Oklahoma and its &ate, PSO Capid  I, were already under a at- 
ing review commenced when the u d t y  reached a settlement agreement, later approved by the 
Oklahoma commission, to lower base rates $36 million annually. Moody's expects to complete 
that review in January. 3 
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Amaican Eltfaic Power mein@ confinned ptc 

Amaican Elccuic Power Commercial Paper P-2 
Appllachmn Power Smor sccuml A3 

Junior Subordinated Debt Baa2 
Preferred Srock 'baal" 
Columbus Southern Power Senior securtd A3 
Sr U d  and LT Countcrpany Baal 
Junior Subordinated Debt Baa2 
Refarcd Srock 'baa1 " 
Indiana Michgan Power Scnior Secured Baal 
Sr U d  and LT Guntcrpany Baa2 
Junior Subordinated Debt Baa3 
Refared Stock 'baa2" 
Kcnnuky PowerScnior Secured Baal 
Sr U d  and LT Counrrrparty Baa2 
Junior Subordinated Debt Baa3 
Ohio PowaSenior securrd A3 
Sr U d  and LT C0un~rpa . r~~ Baal 
Junior Subordinated Debt Baa2 
Prcfcrred S d  'baal" 
RGS (AEGCO) Fundmg Corp Secured Leasc Obhgation Bonds Baa2 
RGS ( I W )  Funding Corp Secured Lease Obligation Bonds Baa2 
Yorkshire Elccuiaty Group plc Senior Unsecured Baal 
Commeraal Paper P-2 

Central and South Wcsf Corp Commercial Paper P-2 
Central Power and Light *or sayed A3 
Long-Tenn Counurparcy Baal 
Preferred Srock " baal " 
B L  Capital Hybrid Prrfarrd"baa1" 
Southwesrrrn Elecuic Power Senior Secured Aa3 
Long-Term Counterparty A1 
Rdared Stock "al" 
SWEPCO Capid I Hybrid Prefcmd 'aa3" 
War Tucas Utilities Scnior Saurcd A2 
Long-Term Countqarty A3 
Referred Srock 'a3" 
CSW Credit Commercial Papcr P-1 
CSW Inverancnts Senior Secured Bank Facility Baa2 
Senior Unsecured Baa2 
SEEBOARD pk Senior Unsecured Baal 
Commcraal Paper P-2 
CSW Energy Backed Senior Unsecured Baa2 
Orange Cogen Funding Corp Backed Senior Secured Baa3 
Remaining under review for possible downep.de = 
Public Service Co of Oklahoma Senior h d  Aa3 
Long-Turn Counrcrparcy A1 
Preferred Stodc 'a1 " 
BO Capid I Hybrid Preferred *aa3" 

Long-Term Co~ntupar~y  Baal 

ca ld  and south Westratiags confinncd: 

http://downep.de
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BN 1 7 ~ 5 0  (MDY)-AXERICAN ELECTRIC POWER RATINGS CONFIRMED BY MOODY'S 

he following is provided by Moody's Investors Service.) 

New York 
Susan D. Abbott 
Managing Director 

Energy, Communications, and 
Spec 
Moody's Investors Service 
JOURNALISTS: (212) 553-0376 
SUBSCRIBERS: (212) 553-1653 

New York 
Edly J. Eisenlohr 
Vice President - Senior 
Analyst 
Energy, Communications, and 
spec 
Moody's Investors Service 
JOURNALISTS: (212) 553-0376 
SUBSCRIBERS: (212) 553-1653 

MOODY'S CONFIRMS AMERICAN ELECTRIC POWER AND CENTRAL AND SOUTH 
WEST RATINGS UPON MERGER ANNOUNCEMENT 

Continues Review of Public Service Company of Oklahoma and PSO 
Capital I 

New York, December 22, 1997 -- Moody's Investors Service 
confirmed the ratings of American Electric Power Company, 
Central and South West Corporation, and all their operating 
subsidiaries, except Public Service of Oklahoma, after the two 
holding companies announced their intention to merge. They will 
form a new holding company, to be called American Electric 
Power Company, to serve 4.6 million customers in 11 states and 

IL~ million customers in the UR. After the stock-for-stock 

approxhtely $11.6 billion in debt and preferred stock 
outstanding. The companies share similar business and financial 
profiles, and their largest utilities carry identical ratings. 
The combination's benefits arise more from longer-term 
strategic considerations than from near-term savings potential 
as their sentice territories are not contiguous. The companies 
have identified a relatively modest $2 billion in non-fuel 
operating savings to be achieved over 10 years. While the near- 
term cash flow impact is therefore modestly positive, the new 
American Electric Power will enjoy national scope, expanded 
customer bases and trading breadth, and a larger and more 
diversified generating base. Moody's notes that both companies 
have demonstrated similar visions for the future of the 
electric energy industry for several years. 
The merger will require a number of regulatory approvals, but 
the companies anticipate obtaining these approvals over the 
next 12 to 18 months as they lack market power in the wholesale 
market. Current market structure in the UK may require the 
regulator to refer the combination, which will own two regional 
electricity companies (FtECs), SEEBOARD and Yorkshire 
Electricity, to the Monopolies and Mergers Commission for 

.pergar, the combined companies are expected to have 

Copyright (C) 1997 Bloomberg, L.P. 
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view. Moody's anticipates a favorable outcome should that 
Cur as most market participants and observers believe the 

a ' s  12 RECs will need to consolidate to achieve further cost 
reductions. 
Public Service Company of Oklahoma and its affiliate, PSO 
Capital I, were already under a rating review commenced when 
the utility reached a settlement agreement, later approved by 
the Oklahoma commission, to lower base rates $36 million 
annually. Moody's expects to complete that review in January. 

American Electric Power ratings confirmed are: 
American Electric Power Commercial Paper -- P-2 
Appalachian Power Senior Secured -- A3 
Long-Term Counterparty -- Baal 
Junior Subordinated Debt -- Baa2 
Preferred Stock -- abaala 
Columbus Southern Power Senior Secured -- A3 
Sr. Unsecured and LT Counterparty -- Baal 
Junior Subordinated Debt -- Baa2 
Preferred Stock -- "baala 
Indiana Michigan Power Senior Secured -- Baal 
Sr. Unsecured and LT Counterparty -- Baa2 
Junior Subordinated Debt -- Baa3 
Preferred Stock -- "baa2" 
Kentucky Power Senior Secured -- Baal 
V. Unsecured and LT Counterparty -- Baa2 
mior Subordinated Debt -- Baa3 

Sr. Unsecured and LT Counterparty -- Baal 
Junior Subordinated Debt -- Baa2 
Preferred Stock -- "baala 
RGS (AEGCO) Funding Corp. Secured Lease Obligation Bonds -- 
RGS (IU) Funding Cow.  Secured Lease Obligation Bonds -- Baa2 
Yorkshire Electricity Group plc Senior Unsecured -- Baal 
Commercial Paper -- P-2 
Central and South West Corp. Commercial Paper -- P-2 
Central Power and Light Senior Secured -- A3 
Long-Term Counterparty -- Baal 
Preferred Stock -- "baal" 
CPL Capital Hybrid Preferred -- "baal" 
Southwestern Electric Power Senior Secured -- Aa3 
Long-Term Counterparty -- A1 
Preferred Stock -- "alN 
SWEPCO Capital I Hybrid Preferred -- "aa3" 
West Texas Utilities Senior Secured -- A2 
Long-Term Counterparty -- A3 
Preferred Stock -- "a3" 

-. Ohio Power Senior Secured -- A3 

Baa2 

Central and South West ratings confirmed: 
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CSW Credit Conmercial Paper -- P-1 
:SW Investments Senior Secured Bank Facility -- Baa2 
Senior Unsecured -- Baa2 
SEEBOARD plc Senior Unsecured -- Baal 
Commercial Paper -- P-2 
CSW Energy Backed Semior Unsecured -0 Baa2 
Orange Cogen Funding C o r p .  Backed Senior Secured -- Baa3 
Public Service Co. of Oklahoma Senior Secured -0 Aa3 
Long-Term Counterparty 0- Al 
Preferred Stock -- aaia 
PSO Capital I Hybrid Preferred -0 maa3a 

Remaining under review for possible downgrade are: 

end 

-0- (BN ) Dec/22/ 97 17:50 
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PRN DCR R E A F F m  A D ,  CSW AND SUBSIDIARIES F O U W I N G  MERGER AGREEME 
D e c  22 1997 15:33 

t 
1 

CHICAGO, Dec. 22 /PFtNewswke/ -- Duff & Phelps Qedit Rating Co. (DCR) has 
reaffirmed the credit ratings of American Electric Power Company, Inc. (AEP) 
and Central and South West Cow. (CSW) (NYSE: CSR) and their 
subsidiaries/affiliates following the announcement that AEP and CSW would 
merge under a definitive merger agreement. The transaction is structured as a 
tax-free, stock-for-stock transaction that will be accounted for as a pooling 
of interests. Under the terms of the agreement, each share of CSW common 
stock will be converted into 0.6 common shares of AEP; AEP will issue 
approximately $6.6 billion in common stock to CSW shareholders in connection 
with the merger. 

The merger is both strategic and 
synergistic, as it greatly expands the size and reach of the proposed company. 
The combination is expected to result in cost savings of approximately 
$2.0 billion over a 10-year period through the elimination of duplicate 
corporate and administration functions, and improved operating productivity. 
Through these cost savings, coupled with expected revenue enhancements, the 
combined entity should enjoy stronger operating cash flaw. Free cash flow is 
also expected to be healthier primarily as a result of the combined campany's 
expected dividend policy. 

- 

DCR views the m e r g e r  as positive. 

The merger will create a diversified electric 
Btocllkrp-alt rfghtr reserved. Frankfurt:69-920410 nong KO~Q:~-SZ~-SOOO ~ondm:171-330-7500 Y e w  York:212-318-2000 
Pri~etm:609-279-3000 Singapore:Ub-UUlO Q~hey:2-9m-8600 lokyo:S-S201-8900 Sa0 Paulo:ll-SOC8-C500 

C206-CS7-1 22-Dee-97 17:20:16 
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utility holding company with combined revenue of approximately $11.0 billion 
and a total market capitalization of approximately $28.1 billion, and will 
Serve more than 4.6 million customers in 11 states in the United States and 
4 million customers outside of the United States. 
require severdl state and federal regulatory approvals, which management 

The transaction will 

will take between 12 and 18 months. 
DCR reaffirms the credit ratings of AEP and CSW and their subsidiaries 

American Electric power company Inc. 
Commercial Paper 'D-2' (D-TWO) 
Implied Senior Debt 'BBB+ (Triple-B-Plus) 

. .  as follows. 

Appalachian Power company 
FMBs/sec. m s  
Jr. Sub. Debs. 
Pfd. Stk. 
Cammercial Paper 

'A' (Single-A) 
'A-'(Sbgle-A-Mhus) 
'BBB+'(Triple-B-Plus) 
ID-1' (D-One) 

C o l ~  southern Power company 
FMBs/sec. MTNS 'A' (Single-A) 
Notes/Debs. 'A-'(Shgle-A-Mhus) 
Jr. Sub Debs. 'A-'(Single-A-Minus) 

Sloatmrg-a l l  riMtr reserved. Frlrfurt:69-920410 Hm Kong:2-521-3000 L ~ : 1 7 1 - 3 3 0 - 7 S W  Y c u  Yort:Zl2-318-2000 
Prhcetrn:609-279-30~ Singapore:226-3000 Sy&ey:2-9m-M00 Tokyo:3-3201-8900 S ~ ) P a u 1 0 : 1 1 - 3 ~ - C 5 0 0  

tzO6-437-1 22-OM-97 17:20:16 
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Pfd. Stk. 
Ccrmrmercial paper 

'BBB-t' (Triple-B-Plus) 
# D - l @  (D-one) 

W + a C H  
Page 3 of 7 

Ohio Power campany 
FMBS 
Notes/Debs. 
Jr. Sub. Debs. 
Pfd. S t k .  
Commercial paper 

'A@ (Single-A) 
'A- I (Single-A-Minus) 

'BBB' (Triple-B) 
BBB+ * (Tr iple-B-Plus) 
D-1 I (D-One) 

Yorkshire Electricity Group, plc 
Eurobonds 'BBB+'(Triple-B-Plus) 

Yorkshire Pawer Group Ltd. 
Implied Senior Unsecured 'BBB+' (Triple-B-Plus) 
Cammercial paper 'D-2' (D-TWO) 

Central and south west Corporation 
Commercial Paper D-2 ' (D-WO) 

Central Power and Light Campany 
FMBs/coll. PCRBS 'A* (Single-A) 
Non-Coll. PcREs cA-'(Single-A-Minus) 

Bloolkrg-all r ights reserved. FruJrfurt:69-9t0llO Hong lCong:2-521-3000 1 ~ : 1 7 1 - 3 5 0 - 7 5 0 0  hu York:Z12-318-2000 
Princotm:609-2TP-3000 Singapore:226-UKH1 -:2-9m-8600 Tokyo:S-3201-~0 0.0 Pluto: 11 -3048-600 

GtO6-437-1 22-Om-97 17:ZO: 17 
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PCRBS-MBIA 'AAA'(Trip1e-A) 
Pfd.  =./Trust Pfd.  tBBB+t(Riple-B-Plus) 

Public service Co. of Oklahoma 
FMBS tAA-t(Double-A-Minus) 
Non-Coll. PCRBS 'A+' (Single-A-Plus) 
PCRBS-MBIA 'AAA' (Triple-A) 
Pfd.  Stk./Trust Pfd.  'A+'(Single-A-Plus) 

Southwestern Electric Power Co. 
FMBS I AA' (Double-A) 
Non-Coll. PcaBs 'AA-'(Double-A-Minus) 
Pfd. =./Trust Pfd.  @AA-'(Double-A-Minus) 

West Texas Utilities 
FMBS 
PCRBS-MBIA 
Pfd.  Stk./Trust Pfd.  

oA+t(Single-A-Plus) 
'AAA' (Riple-A) 
'A' (Single-A) 

SEEBOARD, plc 
Eurobonds 
Implied Short+enn 

QA-t(Shgle-A-Minus) 
gD-l-t (D-One-Minus) 



Story 10 / 20: 99 <GO> for list of story options. 

CSWIme!s.tments, Inc. 
EUrObOIldS 
Yankee Bonds 
Implied Short-Term 

CSWEnergy, Inc. 
Secured N o t e s  
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'A- ' (Single-A-Kinus) 
'A-'(Single-A-Minus) 
ID-1-' (me-Minus) 

'BBB+'(Triple-B-Plus) 

Orange cogen rUnaing mrp. 
Sr.Sec. Bonds 'BBB' (Triple-B) 

CSW Credit, Inc. 
Commercial Paper 'D-l+' (me-Plus) 

American Electric Power is a public utility holding cmpany for seven 
electric utility companies senring nearly 3 million retail customers in seven 
states, and a Mlriety of nonregulated businesses involved in the energy 
industry. Major nonregulated investments include its 50 percent ownership of 
Yorkshire, a fast-growing power marketing subsidiary and interests in various 
domestic and international power generation projects. 

Central and South W e s t  Corporation is an electric utility holding company 
for four U.S.  electric utilities and a regional electricity company in the 
United Kingdom. CSW's other non-regulated businesses include: CSW Energy and 

O l e r g - a L l  rights reserved. Frffurt:69-92%10 Wong Kang:2-521-3000 Ladar:171-330-7500 Wen lork:Zl2-318-2000 
Princotm:609-279-3000 Singqorc:226-3000 -:2-Qm-M00 Tokyo:3-3201-8900 t.0 Paulo: 11-3O48-CSOO 

Gz06-C37-1 22-0%-97 17:20:18 
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CSW International, two companies that invest in independent power projects, 
electric distribution businesses and other energy-related projects both 
damstically and internationally and CSW Credit, a factoring campany that 
purchases account receivables from CSW's U.S.  electric utilities and other 
non-affiliates on a non-recourse basis. 

W W C H  
Page 6 of 7 

SOURCE Duff & Phelps Credit Rating Co. 
-0- 12/22/97 
/CONTACT: Daniel R. Xastholm, CFA, 312-368-2070, kaStholm@dcrco.com, 

Jason T. Todd, 312-368-3217, todd@dcrco.cam, Brian M. Youngberg, 
312-368-3332, youngberg@dcrco.com, John W. O'Connor, 312-368-2059, or 
oconnor@dcrco.com all of Duff & Phelps/ 

(c=) 
CO: 
ST: Texas 
IN: OIL 
su: RIG 

American Electric Power Company, Inc.; Central and South West C o r p .  

-0- (PRN) Dec/22/97 15:18 
EOS (PRN) Dec/22/97 15:18 ** 

B l o a b r p - a l l  rights reserved. Frntfurt:69-920410 n o q  Kong:2-521-3000 L ~ : 1 7 1 - 3 3 0 - 7 5 0 0  lieu Yark:212-318-2000 
P r  i ncaton:609- 2Ip-SOoO 5 i ngaparr : 226- 3000 Sychey: 2-9m-MOO T0~0:3-3201-8900 ko Pw lo: f 1 - 3 M - 4 5 0 0  

C206-437-1 22-DOC-97 17:20:19 
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PRN 12/24 S&P RATINGS U N C G E D  ON AEP C CENTRAL AND SOUTHWEST C O W  

NEW YORK, Dec. 24 /PRNewswire/ -- Standard & Poor's is not taking any 
rating action at this time on the ratings and stable outlooks (see list 
below) on the operating units of American Electric Power Co. Inc. (AEP) and 
related entities, and on Central and South West Corp. units (CSR) and related 
entities, following the proposed merger of the two companies. However, this 
is pending a full review with both management teams in early January 1998 
regarding their financial and operating strategies and objectives. 

revisions or even Creditwatch listings. Furthermore, Standard & Poor's will 
evaluate management's approach to insulate the individual utilities from the 
activities of the corporate parent. This is important because, given the wide 
spread of ratings on entities in both companies, Standard & Poor's would 
usually be inclined to have the operating units rated closer to the combined 
consolidated credit assessment, especially when operating and financing 
functions are centralized, Standard & Poor's said. -- Creditwire 

After this meeting, possible rating actions would include outlook 

CENTRAL AND SOUTH WEST COW. 

Commercial paper A-2 

CENTRAL POWER & LIGHT CO. 

Corporate credit rating A 

Senior secured. debt A 

Senior unsecured debt A- 2' 

Preferred stock A- 

PUBLIC SERVICE CO. OF OKLAHOMA 

Corporate credit rating A+ 

Senior secured. debt AA- 

Senior unsecd. debt A 

Preferred stock A 

SOUTHWESTERN ELECTRIC POWER CO. 

Corporate credit rating A+ 

Senior secured debt AA- 

Senior unsecured debt A 
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Preferred stock 

WEST TEXAS UTILITIES CO. 

Corporate credit rating 

Senior secured. debt 

Senior unsecured debt 

Preferred stock 

csw INVESTMENTS 
Corporate credit rating 

Senior unsecured debt 

SEEBOARD PLC 

Corporate credit rating 

Senior unsecured debt 

CSW ENERGY INC. 

Corporate credit rating 

Senior unsecured debt 

CSW CREDIT INC. 

Commercial Paper 

American Electric Power 

APPALACHIAN POWER CO. 

Corporate credit rating 

Senior secured debt 

Senior unsecured debt 

Junior Subordinated 

Preferred stock 

INDIANA MICHIGAN POWER CO. 

Page 2 of 4 

A 

A 

A 

A- 

A- 

A- 

A- 

A- 

A- 

BBB+ 

BBB+ 

A-l+ 

A- 

A 

BBB+ 

BBB+ 

BBB+ 
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Corporate credit rating 

Senior secured debt 

Senior unsecured debt 

Page 3 of 4 

BBB+ 

A- 

BBB 

Subordinated 

Junior Subordinated 

Preferred stock 

RGS (I&M) FUNDING C O W  

Corporate credit rating 

Senior unsecured debt 

KENTUCKY POWER CO. 

Corporate credit rating 

Senior secured debt 

Senior unsecured debt 

Subordinated 
i 

OHIO POWER CO. 

Corporate credit rating 

Senior secured debt 

Senior unsecured debt 

Subordinated 

Preferred stock 

RGS (EAGCO) FUNDING C O W .  

Corporate credit rating 

Senior unsecured debt 

BBB 

BBB 

BBB 

BBB 

BBB 

BBB+ 

A 

BBB 

BBB 

A- 

A- 

BBB+ 

BBB+ 

BBB+ 

BBB 

BBB 

COLUMBUS SOUTHERN POWER CO. 
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Corporate credit rating A- 

Senior secured debt A- 

Senior unsecured debt BBB+ 

Subordinated BBB+ 

Preferred stock BBB+ 

COLUMBUS & SOUTHERN OHIO ELECTRIC CO. 

Corporate credit rating A- 

Senior secured debt A- 

Senior unsecured debt BBB+ 

SOURCE Standard & Poor's Creditwire 

Todd A Shipman, CFA, 212-208-8704 all of Standard h Poor's/ 

-0- 12 /24 /97 
/CONTACT: Steve Zimmennan, 212-208-1658 or Judith Waite, 212-208-1663 or 

/Web site: www.ratings.standardpoor.com/ 

CO: American Electric Power Co. Inc.; Central and South West Corp. 
ST: New York 

:: FIN 
A U :  RTG 
-0- (PRN) Dec/24/97 14:22 
EOS (PRN) Dec/ 2 4 / 97 14 : 22 t* 

-0- (PRN) Dec/24/97 14:37 
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PRN 01/06 SLWUTLOOK ON -CAN ELECTRIC POWER UNITS NOW POSITIVE; 

central C South West Negative 

NEW YORK, Jan. 6 /PRNewswke/ -- Standard C Poor's today revised its 
rating outlooks on the operating units of American Electric Power Inc. (AEP) 
(NYSE: AEP) to positive from stable and affirmed its ratings on these 
entities. 

COrp.'s (CSR) (NYSE: CSR) regulated U . S .  units to negative from stable and 
affirmed its ratings on these utilities. 
investments are affirmed (see list of all ratings below). 

The outlook revisions reflect the proposed acquisition of CSR by AEP. 
Under the proposed organizational structure, whereby AEP would become the 

parent of CSR's operating units, Standard C Poor's preliminary expectation is 
that the credit ratings at the individual utilities would be clustered around 
the low single-'AL' category. 
elements of insulation, such as regulatory oversight, which protect the cash 
and financial profile of individual utilities. 
between the existing ratings of the two companies, the outlook revisions 
reflect the possibility of rating changes, if the acquisition receives the 
required regulatory approvals. 

Standard C Poor's analysis upon the transaction's completion will 
incorporate the positive attributes created by the merger, including the vast 
domestic service territory and expanded regulatory and fuel diversity. 
combination's substantial critical mass of customers, low-cost power 
generation, and transmission capacity also will help the creation of a 
national energy trading operation. The high business risk and thin profit 
margins associated with energy trading could challenge management and will 
necessitate an appropriate level of financial performance and capitalization. 
In addition, increasing investments in overseas energy projects may heighten 
the consolidated credit risk profile. 

CENTRAL h SOlJTH WEST CORP. UNITS: 
OUTSTANDING RATINGS AFFIRMED; OUTLOOK -SED TO NEGATIVE 

Central Power & Light Co. 

Standard C Poor's also revised its rating outlooks on Central & South West 

The ratings on AEP8s and CSR's other 

Some rating distinctions could occur recognizing 

Thus, given the wide spread 

The 

. 

Rating 

Corporate credit rating A 
Senior secured debt A 
Senior unsecured debt A- 
Preferred stock A- 

Corporate credit rating A+ 
Senior secured debt AA- 
Senior unsecured debt A 
Preferred stock A 

Public Service Co. of Oklahoma 

Southwestern Electric Power Co. 
Corporate credit rating A+ 
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Senior secured debt 
Senior unsecured debt 

AA- 
A 

A Preferred stock 

West Texas Utilities Co. 
Corporate credit rating 
Senior secured debt 
Senior unsecured debt 
Preferred stock 

A 
A 
A- 
A- 

OUTSTANDING RATMGS AFFIRMED; OUTLOOK STABLE 

Central C South West Corp.* 
Commercial paper 

CSW Investments 
Corporate credit rating 
Senior unsecured debt 

Seeboard PLC 
Corporate credit rating 
Senior unsecured debt 

CSW Energy Inc. 
Corporate credit rating 
Senior unsecured debt 

CSW Credit Inc. 
Commercial paper 

Page 2 of 4 
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A-2 

A- 
A- 

A- 
A- 

BBB+ 
BBB+ 

A-l+ 

AMERICAN ELECTRIC POWER C O W .  UNITS: 
OUTSTANDING RATINGS AFPIRMEO; OUTIOOKS REVISED TO POSITIVE 

Appalachian Powerr Co. 
Corporate credit rating 
Senior secured debt 
Senior unsecured debt 
Junior subordinated debt 
Preferred stock 

Indiana Michigan Power Co. 
Corporate credit rating 
Senior secured debt 
Senior unsecured debt 
Subordinated debt 
Junior subordinated debt 

A- 
A 
BBB+ 
BBB+ 
BBB+ 

BBB+ 
A- 
BBB 
BBB 
BBB 



Preferred s tock 

RGS (I=) -ding Corp. 
Corporate credit rating 
Senior unsecured debt 

Corporate credit rating 
Senior secured debt 
Senior unsecured debt 
Subordinated debt 

Corporate credit rating 
Senior secured debt 
Senior unsecured debt 
Subordinated debt 
Preferred stodc 

Kentucky Pover co. 

Ohio Power Co. 

RGS (AEGCO) Funding Corp .  
Corporate credit rating 
Senior unsecured debt 

Columbus southern Power co. 
Corporate c red i t  ra t ing  
Senior secured debt 
Senior unsecured debt 
Subordinated debt 
Preferred stock 

Columbus & Southern Ohio Electric Co. .- Corporate c r e d i t  rating 
Senior secured debt 
Senior unsecured debt 

BBB 

BBB 
EBB 

BBB+ 
A 
BBB 
BBB 

A- 
A- 
BBB+ 
BBB+ 
BBB+ 

BBB 
BBB 

A- 
A- 
BBB+ 
BBB+ 
BBB+ 

A- 
A- 
BBB+ 
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AMERICAN ELECTRIC POWER CORP. RELATED ENTITY: 
OUTSTANDING RATINGS AFFIRMED; OUTLOOK STABLE 

Yorkshire E lec t r i c i ty  Group PLC 
Corporate c r e d i t  rating BBB+ 
Senior unsecured debt BBB+ 
Commercial paper A-2 

*Outlook revision not  applicable t o  short-term debt. 

SOURCE Standard & Poor's Creditwire 
-0- 01/06/98 
/CONTACT: John J Bilardello,  212-208-1525, or  Judi th  Waite, 212-208-1663, 

o r  Steve Zimmerman, 212-208-1658, or Todd A Shipman, CFA, 212-208-8704, a l l  of 
Standard h Poor's/ 
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/Web site: http://wrw.ratings.standardpoor.com/ 
-1 

CO: 
ST: Nev York 
IN: PIN 
su: #rc 

American Electric Power Inc. ; Central L South West C o r p .  

-0- (PRN) Jan/06/98 18:17 
EOS (PRN) Jan/06/98 18: 17 

-0- (PRN) Jan/06/98 18:32 

t+ 

Page 4 of 4 

http://wrw.ratings.standardpoor.com
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Page 1 of 3 
SPC 15:15 S&P Revises Ratings of Utility First Mortgage Bonds 

NY - -  Standard & Poor's Creditwire 10/14/97 - -  Standard & Poor's has 
incorporated into its ratings of corporate issues a more vigorous analysis of 
ultimate recovery potential to supplement the analysis of default risk. This 
is consistent with the policies recently established for all secured debt. The 
incorporation of ultimate recovery risk is particularly important for ratings 
of electric, gas, and water utility first mortgage bonds, general and 
refunding bonds, or otherwise-desi nated senior secured debt. If, in Standard 

in a post-default scenario - -  albeit delayed - -  an issue's rating may be 
enhanced one or two notches above the corporate credit rating (CCR) or default 
rating. (Please refer to the attached list.) Until now, a utility's first 
mortgage bond ratings have been determined by the CCR. 

relevance 09 post-default recovery and, consequently, its weighting in the 
analysis are relatively small. In these cases, it would be unusual to find 
first mortgage bonds enhanced by a rating of more than one notch above the CCR.  

First mort age bondholders benefit from a first position priority lien on 
substantially a91 of the utility's property and franchises owned or thereafter 
acquired. Besides the asset protection, the mortgage indenture contains a 
fairly restrictive covenant package, including a limitation on the issuance of 
additional secured bonds based on both interest coverage and debt level tests. 

depends on collateral values relative to the maximum amount of first mortgage 
bonds that may be outstanding at any one time under the terms of the indenture 
(more specifically, the bonding ratio and retired bond credit mechanisms). 
Because the outcome for'creditors going into the workout process is ultimately 
a function of the value of their collateral, developing a sense of this value 
acts as an a propriate proxy for just how well the creditors are secured. 

outcome of any bankruptcy roceeding. Rather, the recovery risk profile is 

assets used as collateral: electric generation, transmission, distribution, 
4. _:' as transmission and distribution, water, etc. Higher collateral coverage 

qevels increase confidence that asset values will cover the secured debt. 
Utility assets are vested with a particular value because of the 

fundamental role that they perform in the health of all phases of the economy, 
especially the transmission and distribution delivery system infrastructure. 
There is an inherent value in these assets that is largely independent of the 
owner's financial condition. 

Therefore, in stressing asset values, Standard & Poor's is more liberal 
in its attribution of collateral value to the electric, gas, and water 
delivery assets than to production assets. Furthermore, distinctions are made 
to differentiate companies on the basis of the relative efficiency of their 
non-nuclear generating plants, as measured by total variable producEion costs. 
Nuclear assets are given zero collateral value. 

Standard & Poor's will address the appropriateness of an upgrade for any 
company whose first mortgage bond rating is on Creditwatch with negacive 
implications at the time that the Creditwatch listing is resolved. A l s o ,  there 
may be companies that are excluded from the list because of indenture and 

& Poor's analytical conclusion, fu 9 1 recovery of principal can be anticipated 

For hi hly rated issuers, the probability of default is low, so the 

The extent of any enhancement of a utility's first mortgage bond rating 

The anayysis does not attempt to specifically predict the ultimate 

established by assessing t :: e characteristics of various types of utility 
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collateral information that is insufficient to make an ultimate recovery 
decision. 

All CCRs and outlooks of the following companies are affirmed. Standard h 
Poor's will maintain ongoing surveillance with regard to the issue ratings. - -  
Creditwire 
ELECTRIC UTILITY SENIOR SECURED DEBT 

Appalachian Power Co. 
Arlzona Public Setvice Co. 
Baltimore Gas & Electric Co. 
B l a c k  Hills Cow. 
Central Louisiana Electric Co. 
Central Vermont Public Service Corp. 
Consumers Energy Co. 
Detroit Edison Co. 
Duke Ener 
Entergy Ar ansas Inc. 
Entergy Mississippi Inc. 
Green Mountain Power Corp. 
Gulf Power Co. 
Hawaiian Electric Co. 
Idaho Power Co. 
IES Utilities Inc. 
Indiana Michi an Power Co. 
Jersey Centra? Power & Light Co. 
Kentucky Power Co. 
Kentuck Utilities Co. 
Long Isfland Lighting Co 
Massachusetts Electric Co. 
Metropolitan Edison Co. 
Midwest Power Systems Inc. 

(MidAmerican Energy Co. 1 
Minnesota Power & Light Co. 
Montana Power Co. 
Narragansett Electric Co. 
Nevada Power Co. 
Niagara Mohawk Power C o r p .  
Northern Indiana Public Service Co. 
Northern States Power MiMeSOta 
Ohio Edison Co. 
Oklahoma Gas & Electric Co. 
Pacific Gas & Electric Co. 
Pennsylvania Electric Co. 
Public Service Co. of Colorado 
Public Service Co. of Oklahoma 
Savannah Electric & Power Co. 
Southwestern Electric Power Co. 
St. Joseph Light & Power Co. 
Texas-New Mexico Power Co. 
Tucson Electric Power Co. 

gtl c O *  

To 
A 
A- 
AA- 
A+ 
A+ 
A- 
BBB+ 
A- 
m- 
BBB+ 
BBB+ 
A- 
Ah- 
A- 
AA- 
A+ 
A- 
A- 
A 
AA 
BBB 
AA- 
A- 

AA- 
A 
A- 
AA- 
A- 
BB+ 
A+ 
AA 
BBB - 
AA 

A 
A 
AA- 
AA- 
AA- 
A 
BBB 
BB + 

Ah- 

From 
A- 
BBB+ 
A+ 
A 
A 
BBB 
BBB - 
BBB+ 
A+ 
BBB 
BBB 
BBB+ 
A+ 
BBB+ 
A+ 
A 
BBB+ 
BBB+ 
BBB+ 
AA- 
BBB - 
A+ 
BBB+ 

A+ 
BBB+ 
BBB+ 
A+ 
BBB 
BB 
A 
AA- 
BB+ 
AA- 
A+ 
A- 
A- 
A+ 
A+ 
A +  
A- 
B B t  
BB - 



c 

Western Resources Inc. 
GAS UTILITY 
Colonial Gas Ca. 
Commonwealth Gas Co. 
New Jersey Natural Gas Co. 
PG Energy Co. 
Providence Gas co. 
South Jersey Gas Co. 
Southern Connecticut Gas Co. 
Valley Gas Co. 
WATER UTILITY 
Indianapolis Water Co. 
Middlesex Water Co. 
New Jersey-American Water Co. 
Pennsylvania-American Water Co. 
Philadelphia Suburban Water Co. 
St. Louis County Water Co. 
United Water New Jersey 
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A- BBB+ 
A 
.A 
A+ 
A- 
A 
A 
A 
A 

A+ 
A+ 
A+ 
A 
AA- 
A 
A+ 

A- 
A- 
A 
BBB 
BBB+ 
BBB+ 
A- 
BBB + 

A 
A 
A 
A- 
A+ 
A- 
A 

Contact: Richard W Cortright, Jr., New York (1) 212-208-1657 
Ronald M Barone, New York (1) 212-208-1929 
John J Bilardello, New York (1) 212-208-1525 

Copyright 1997, Standard & Poor's Rating Services 
-0- (SPC) Oct/14/ 97 15:15 
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I 

PJke 
Sanlor Socurrd Debt/ First Mor- 80 n u  

AP 
CSP 
I &MI 
KP 
OP 

A 3  A A 
A3  A- A- 
Baa 1 A- 880 + 
Baa 1 A 860 + 
A3 A- A- 

Senlor lJ nsocured DebtJOabentu rep 

AEG 
RGS (AEG) Baa2 888 600 

AP Baa 1 888 + A- 
I&hA Baa2 888 880 

RGS (I&M) Baa2 688 880 
OP Baa 1 888 + 880 + 

Gavin Oper- 
atlng Cease nla nla nla 

Junior S u e  Dofonrblo I-at Doh- 

AP 
CSP 
I &EA 
KP 
oe 

Preferred S t o a  

AP 
CSP 
I &M 
OP 

AEP 
AP 
CSP 
I &M 
KP 
O P  

Baa2 
Baa2 
Baa3 
Baa3 
Baa2 

'baal a 

'baal a 

'baa2' 
'baa 1 

P- 2 
P- 2 
e- 2 
P- 2 
P - 2  
P- 2 

888 + 
888 + 
BBB 
888 
668 + 

688) + 
EBB + 
BBB 
688 + 

nia 
nla 
nia 
nia 
nla 
nla 

n/a 
880 + 
n/a 
868- 
nla 

A- 
BB0 + 
688 
BB8 + 

F- 2 
F- 1 
F- 1 
F- 2 
F-2  
F- 2 

A 
A 
nla 
nla 
A 

808 
A- 
n/a 
nla 
BE8 + 
A- 

Nota chanq.: SLP r i a d  APCo'a oomor rowrod drbt r d n g  to A from A-: dd I&Wa 
armor aocurd drbt rating to A- fmm 88s + : d r r i . d  -'a aociOr 
recurd d&t radng to A I r a  81u + . 

A- 
A- 
nla 
nla 
BE8 + 

BBB + 
BBB + 
nia 
BBB 

0-2 
0- 1 
0- 1 
nla 
nla 
0- 1 

9 



Attachment 

Po? Secured Debt lFlrmt Hortaaau4 Bonds 
AP A2 A- A 

CSP Baa l  A- BBB+ 

IILW Baal  BBB+ EBB+ 

KP Baal  BBB+ BOB+ 

OP A3 A- A- 

Sen1 or Unsecured Deb t l D e b e n t u r s  
AEG 

RGS (AEG) Baa2 BBB 888 

AP A3 BBE+ A- 

IW Baa2 BBB BBB 
RGS (IW) Baa2 BBB BBB 

OP Baal  BBB+ EBB+ 

a t i n g  Lease n/ a n/a n/a 
Gawin Oper- 

Junlor  Subordinated Deferrable I n m o s t  Debqnturei 
CSP Baa3 BBB+ n/a 
KP Baa3 EBB n/a 
OP* Baa2 EBB4 n/a 

Preferred St- 
AP a3 BBB+ A- 

CSP baa2 EBB+ BBB 

IM baa2 EBB EBB 

OP baa1 EBB+ EBB+ 

P-2 n/a F-2 
AP P- 1 n l a  F- 1 

- 
AEP 

CSP 
I&H 
KP 
OP 

P- 2 n j a  
P- 2 n/a 
P-2 n / r  
P- 2 n/Q 

F-2 
F-2 
F-2 
F-2 

Item No. 17 
PLe 

BBB 

A- 

888- 
BBB 

BBB+ 

A- 

0-2 
0- 1 
0- 2 
0- 2 
0- 2 
D- 1 

P r e l  iminary 11 

9 / 2 9 / 9 5  



AP 
l i te4 
A 

De? 
A 
- 

CSP Baa2 Baa+ BBB BBB 

I W  Baa 1 Baa+ BBB+ BBB 

KP Baa 1 BBB+ BBB+ BBB+ 

OP A3 A- A- A 

D.b.rrt-8 

AP A3 BBE+ A- A- 

I(rEQ Baa2 BBB 888 BBB- 

OP Baal BBB+ BBE+ A- 

Praf o r r d  StOCN 

AP a3 EBB+ A- A- 

AEP 
AP 
cs P 
I W  
KP 
OP 

P-2 
P- 1 
P-2 
P-2 
P-2 
9-2 

P-2 
P-1 
F-2 
P-2 
P-2 
P-1 

N o t .  chan;or SLP r a i r d  ColurPbus Southorn Pwor rating8 on f i r s t  
mortgago Don& and socurd medium-tom not08 to BBB+ frem BBB, 
doknturos  and unsocurod pol lut ion control  rovonuo bond. to BBB from 
BBB-, and confizmod its cumulative proforrod s tock rating of 888- 
and r-vod tho rat ing  from Crodit Watch. 

0 / 1 0 / 9 3  

13 
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AP 
nOOdy,S 
A2 

CSP Baa2 

IaM Baal 

KP Baal 

OP A2 

Debentures 

AP A3 

IM Baa2 

OP A3 

mfwdx& 
AP a3 

CSP baa2 

IaM baa2 

OP a3 

G-=i a1 PaDer 

AEP P-2 
AP P- 1 
CSP P- 2 
IM P-2 
KP P-2 
OP P- 1 

519 
A- 

BBB 

EBB+ 

EBB+ 

A- 

BBB4 

888 

EBB+ 

8884 

BBB- 

EBB 

EBB+ 

Fltch 
A 

888 

EBB+ 

BOB+ 

A 

A- 

688 

A- 

A- 

BBB- 

BBB 

A- 

F-2 
F- 1 
F-2 
F-2 
F-2 
F- 1 

A 

888 

888 

EBB+ 

A 

A- 

EBB- 

A- 

A- 

888- 

688- 

A- 

Note change: D&P - ra t i ngs  f o r  Appalachian Power lowered: 

Debt from A+ t o  A 
Debs from A+ t o  A- 

Pref. Stock from A t o  A- 
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F i r s t  Mortgaqo Bonds 
Moody @ s S L P  

AP A2 A- 
cs P Baa2 EBB 

I CM Baal BEE+ 

KP Baal BBB+ 

OP A2 A- 

Debentures 

AP A3 BBB+ 

cs P Baa3 BBB- 

I LM Baa2 BBB 

OP A3 BBB+ 

Prefer red  Stock 

AP a3 EBB+ 

- CSP baa2 (1) BBB-(2) 

I&M baa2 BBB 

OP a3 BBE+ 

(1) Preference shares:  baa3 
( 2 )  Preference shares:  BE+ 
( 3 )  Preference shares:  BB 

Commercial Paper 
AEP P-2 
AP P-1 
cs P P-2 
ILM P-2 
KP P-2 
O P  P-1 

Fitch 
A 
BBB 

BBB+ 

BBB+ 

A 

A- 

BBB- 

BBB 

A- 

A- 

BBB- ( 2 ) 

EBB 

A- 

F-2 
F-1 
F-2 
F-2 
F-2 
F-1 

Suppleniental Request for lilformation 
Item No. 17 

DCP 
A+ 

BBB 

BBB 

BBB+ 

A 

A+ 

BBB- 

BBB- 

A- 

A 

BB+ ( 3 )  

BEE- 

A- 

MCPI 
A- 
BBB- 

BBB 

BBB 

A- 

888- 

BB- 

BB 

BBB- 

3 *  
4 *  
4 *  
3 *  
3 *  

+Short-term deb t  ra t ing  

NOTE 
CHANGE: E - r a t i n g s  for Kentucky Powor F i r s t  Mortgage Bonds 

upgraded from BBB- t o  EBB and short-term debt  from 
4 t o  3 .  

8/2 /89  

17 
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a a  z z  

a a  z z  

a a  z z  

K a  z z  

a a  z z  

a a  z z  

a a  z z  

+ 
g a a a  
m 

+ 
z a a a  
m 

+ m + + +  m a a a  m 

+ m + + +  g a a a  

t t +  a a a a  

+ + +  4 a a a  

4 a ; a  

K ~ Z  z z a  
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Moody's (Continued from page 2) 
Coupon Type of Debt Maturity Rating 

Colymbus so- Power c o w  
7.600940 Sr. Sec. Medium-Term Notes 
7.450% Sr. Sec. Medium-Term Notes 
6.750% Sr. Sec. Medium-Term Notes 
6.550% Sr. Sec. Medium-Term Notes 
- Secured MTN Programs 
- MTN Program 
- MTN Program 
6.5509/0 Medium Term Notes 
6.510% Medium Term Notes 
6.850% Medium Term Notes - Issuer Rating 
7.920% 
8.375% 
- 7.875% Cum. Pfd. Stk. 
- 7% Cum. Pfd. Shs. 
- Commercial Paper 
- 41 5 Shelf Registration 

Power 
- Secured MTN Programs 
6.400% Sr. Sec. Medium-Term Notes 
- MTN Program 
- Issuer Rating 
7.600% 

- 6.25% Cum. Pfd. Stk. - 
- 4.125% Cum. Pfd. Stk. - 4.12% Cum. Pfd. Stk. 
- 7.08% Cum. Pfd. Stk. 
- 6.875% Cum. Pfd. stk. - Commercial Paper 
- 41 5 Shelf Registration 
- 41 5 Shelf Registration 

7. a7 5% First Mortgage Bonds 
.- Secured MTN Programs 
- MTN Program 
- MTN Program 
6.9100/0 Medium Term Notes 
- issuer Rating 
8.720% 
- Commercial Paper 
- 41 5 Shelf Registration 
Ohio Power 
9.87 5% First Mortgage Bonds 
7.7 50% First Mortgage Bonds 
- Secured MTN Programs 
- MTN Program 
7.375% Sr. Notes 
5.730% Medium Term Notes 
7.87 5% S.F. Debenture 

Jr. Sub. Deferrable Interest Debentures 
Jr. Sub. Deferrable Interest Debentures 

. .  

Jr. Sub. Deferrable Interest Debentures 
Jr. Sub. Deferrable Interest Debentures 
6.3% Cum. S.F. Pfd. Stk. 

5.9% Cum. S.F. Pfd. Stk. 

0 900% 
... 

- 
If .  Sub. Deferrable Interest Debentures 

2024 
2024 
2004 
2004 - 
- 
- 

200s 
200s 
2005 

2027 
2025 

- 

- - 
- 
- 

- 
2000 - 
- 

2038 
2026 
2009 
2009 
2009 - - 
- 
- 
- 
- - 

2002 - 
- - 

2007 - 
- - 
- 

2020 
2002 - 
- 

2038 
2004 
1999 

2027 
202 5 

- 

A3 
A3 
A3 
A3 
A3 

Baa 1 
Baa 1 
Baa 1 
Baa 1 
Baa 1 
Baa 1 
Baa2 
Baa2 

"baal"  
"baal"  

P-2 
(P)Baa 1 /Baa2 

Baa 1 
Baa 1 
Baa2 
Baa2 
Baa3 
Baa3 

" baa2 " 
"baa2" 
"baa2" 
" baa2 " 
" baa2 '' 
" baa2 " 
"baa2" 

P-2 
(P)Baa 1 
(PlBaa3 

Baa 1 
Baa 1 
Baa 1 
Baa2 
Baa2 
Baa2 
Baa3 

P-2 
(P)Baa VBaa2 

- Issuer Rating 
.920% 

' a 160% 
Ir .  Sub. Deferrable Interest Debentures 
Jr. Sub. Deferrable Interest Debentures 
5.9% Cum. Pfd. Stk. 2009 "baa 1 " - 

-J 

A3 
A3 
A3 

Baa 1 
Baa 1 
Baa 1 
Baa 1 
Baa 1 
Baa2 
Baa2 

Item No. 17 

' \  
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1997 1996 1995 1994 1993 
lbntpay-C=Pw ' 

2.19 
2.19 
2.19 
3.15 

82.77 
82.77 
13.64 
38.95 

8.29 
2.41 
7.31 

0.00 

886.7 

80.1 
0.7 
7.8 

11.3 

25.8 
25.8 

31.6 
36.6 
2.7 
3.3 

74.2 

67 
12.5 
3.2 

11.0 
71  

1.96 
1.96 
1.96 
2.40 

46.47 
46.47 
9.67 

41.16 

7.32 
2.1 1 
6.22 

0.00 

833.6 

79.8 
0.8 
7.4 

12.0 

26.9 
26.9 

29.2 
36.4 
2.2 
5.3 

73.1 

76 
19.9 
5.1 

14.0 

2.24 
2.26 
2.26 
2.82 

1 13.42 
1 13.42 
13.80 
42.86 

11.72 
3.38 
7.20 

1.46 

772.2 

78.9 
0.8 
8.0 

12.2 

26.2 
26.2 

29.7 
35.7 
6.0 
1.7 

73.8 

39 
6.6 
1.7 
7.4 

2.33 
2.35 
2.35 
2.88 

75.52 
75.52 
12.41 
29.55 

12.55 
3.65 
7.20 

1.91 

714.3 

82.9 
0.9 
7.6 
8.6 

26.3 
26.3 

30.3 
35.0 
6.6 
1.8 

73.7 

53 
7.2 
1.8 

10.7 
6.5 

1.97 
1.98 
1.98 
2.82 

109.69 
109.69 
12.82 
26.13 

9.16 
2.80 
6.58 

1.47 

670.4 

83.3 
1 .o 
8.1 
7.6 

26.2 
26.2 

31 .O 
34.9 
6.8 
1.2 

73.8 

35 
4.8 
1.2 
7.4 
4.5 . . .  8.6 4.6 ~~ . . , - .  
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1997 1996 1w5 1994 1993 
K#rbrlry-- 

MarklutAnalysis 

As%b(o(q#.mbmnuel 
Torol opaohng m u 0  359.5 323.3 328.1 307.4 294.3 

E k d C  100.0 100.0 100.0 100.0 100.0 

29.5 32.9 32.8 32.7 33.1 
16.3 18.1 17.9 18.2 18.3 
26.3 28.6 29.5 30.2 30.8 
0.2 0.3 0.3 0.3 0.3 

2a.8 17.7 18.5 17.5 16.4 
2.8 2.5 1.2 1.1 1.1 

12poe 10,108 10,342 9,281 8,916 

17.7 21.7 21.2 21.8 22.1 
9.4 11.4 11.0 11.6 11.6 

25.3 30.4 28.8 30.9 31.3 
0.1 0.1 0.1 0.1 0.1 

47.5 36.4 38.9 35.6 34.9 

Redalriol 4.82 4.86 4.91 4.97 4.94 
A - J P - p a M k - ~  

bmmadol 5.03 5.08 5.16 5.21 5.21 
IndUJrid 3.01 3.00 3.24 3.24 3.25 
Whdavlb 1.52 1.55 1.50 1.63 1.55 



la. . 

KemWelKy Power eo. - mlbcb 
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). ''. L . '. .. - 
GtcSDIv Moody's btiq - phaw 

Senior Secured MTN Baa 1 Emily J. Eisenlohr/New York (212) 553-1653 
Senior Unsecured Debt Baa2 Susan D. Abbon/New York 
Issuer Ratinn Baa2 
junior Sutmidinated 
Senior Secured Shelf 
Senior Unsecured Shelf 
Commercial Paper 

wllbbrl 

Baa3 ~ B d r * ~ b n p o y k  ................................................. ! ....... (P)Baal (P)Baa2 Commercial Paper 
P-2 

. . .  ... .e- 

P-2 

10191 lW92 10193 10194 10198 lW? 10/98 

. . . . . . . . . . . . . . . . . . . . .  . %  .? ..... -2 " e ' -  .. ;.\-.y ... --..-. : . . . .  . . .  I. . . . .  . . .  . . . . . . .  .< :?*,::,.- 

Kentucky Power Company (sbthtkr k bdd qpe) 
Peer Croup Median (&atistics in light type) 

[ill998 1997 1996 1995 1994 11lS-YrAq. 

R m n w  (USS bil.) 05 1.1 0.4 1.1 0.3 1.0 0.3 1.0 0.3 1315.3 1312.8 
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Op. Margin (%I 105 20.2 15.8 20.9 14.6 21.9 16.7 21.6 16.2 21.1 155 
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ROE (aw.M'lb) 6.2 11.9 8.3 12.1 7.3 12.7 11.7 11.7 125 12.1 98 

Pretax Int. Cov. (XI 1.8 3.4 2.2 3.4 2.0 3.4 2.2 3.3 2.3 3.3 21 
Fxd. Chg. Cov. (X) 1.8 2.9 2.2 3.0 2.0 2.9 2.3 2.7 2.4 2.8 2.2 
RCF % TD 5.2 15.0 7.0 16.1 3.0 15.3 6.6 14.3 5.7 14.8 5 5  
RCF % C m s  CAPEX 34.7 123.9 42.6 127.6 145 113.6 54.0 89.5 34.6 108.8 38.0 

Total Cap. (US bil.) 0.7 2.0 0.7 2.0 0.6 1.9 05 1.8 05 1313.7 1317.1 
TD % Cap. 61.1 50.3 61.1 49.9 60.0 49.5 593 50.0 60.6 50.0 60.3 
Pfd. Stk. % Cap. 0.0 6.1 Ob 5.6 0.0 5.7 0.0 6.3 0.0 6.0 0.0 
common % Cap. 38.9 44.2 38.9 44.7 40.0 45.0 406 44.3 39.4 44.5 39.7 

Electric utility oprrirh# StdSt iCl  
c-kgmntltion RaidcntLl IdlEhid wkdcnk 
Revenue (US$ mil.) 105.9 58.7 94.6 89.3 
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eKwh 
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American Electric Power Company, Inc. 
1111998 1997 1996 1995 1994 (zI5-Yr.Avg. 

Revenue iUSS bil.1 8.2 6.2 5.8 5.7 5.5 1114.1 
Assels !US$ bi1.i 17.8 16.6 15.9 15.9 15.7 1113.2 
Cum. Equity IbSS bi1.i 4.8 4.7 4.5 4.3 4.2 1112.0 
Op. M q i n  ( % I  15.9 21 .5 23.1 22.1 21.2 22.0 
ROA ldVg I l % l  3.4 3.1 3.7 3.4 3.2 3.2 
ROE iavg.ll%i 12.5 11.1 13.2 12.4 11.9 11.4 

Pretax Int. Cov. ( X I  3.2 3.4 3.5 3.1 2.9 3.2 
Fxd. Chg. Cov. 1x1 3.4 3.2 3.0 2.2 2.1 2.5 
RCF ''" T U  12.5 10.7 12.4 13.7 8.0 10.7 
KCF O n  Cross CAPEX 97.6 102.9 134.7 124.6 66.9 101.6 

Total Cap. iL'SS bil.1 12.4 12.2 11.4 10.5 10.4 1112.9 
TD " 0  Cdp. 60.3 60.2 55.0 52.5 51.6 54.3 
Pfd. Stk. 40 Cap. 12.5 1.4 5.2 6.3 7.9 5.7 
Cummon " 0  Cap. 97.6 38.4 39.7 41.2 40.5 40.1 
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term. 
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Rating Outlook 
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South lVcst to havc m m a l  near-term financial 
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American Electric Power Company, Inc. 
- Commercial Paper - P-2 

8.000% Sr. Sec. Medium-Term Notes 2025 A3 
9.875% First Mortgage Bonds 2020 A3 
6.800% First Mortgage Bonds 2006 A3 
8.000% Sr. Sec. Medium-Term Notes 2005 A3 
7.850% Sr. Sec. Medium-Term Notes 2004 A3 
7.500% First Mortgage Bonds 2002 A3 
7.625% First Mortgage Bonds 2002 A3 
6.375% First Mortgage Bonds 2001 A3 
6.710% Sr. Sec. Medium-Term Notes 2000 A3 
6.350% Sr. Sec. Medium-Term Notes 2000 A3 
7.500% First Mortgage Bonds 1998 A3 - Secured MTN Programs - A3 
7.300% Sr. Notes 2038 Baa 1 
7.200% Sr. Notes 2038 Baa 1 - Issuer Rating Baa 1 
8.000% Jr. Sub. Deferrable Interest Debentures 2027 Baa2 
8.250% Jr. Sub. Deferrable Interest Debentures 2026 Baa2 - 5.9% Cum. Pfd. Stk. 2008 "baa 1 " - 6.85% Cum. Pfd. Stk. 2004 "baa 1 " - 4.5% Cum. Pfd. Stk. - "baa 1 " - 4.5% Cum. Pfd. Stk. - "baa 1 " - 7.4% Cum. Pfd. Stk. - "baa 1 " - 5.92 % Cum. Pfd. Stk. - "baa 1 " - Commercial Paper P-2 - 41 5 Shelf Registration - (P)Baal 

(PM3 - 41 5 Shelf Registration 
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BUSINESS FUNDAMENTALS AND COMPM wsmoM 
American Electric Power Company (AEP) is one of 12 registered utility holding companies regulated by 
the Securities and Exchange Commission (SEC) under the Public Utility Holding Company Act of 1935. 
AEP is a system of five large electric utilities: Appalachian Power Company (AP), Columbus Southern 
Power Company (CSP), Indiana Michigan Power Company 0, Kentucky Power Company (KP), and 
Ohio Power Company (OP); two small, unrated utilities; and one wholesale electric generating company, 
AEP Generating Company (AEG). AEP is expanding its energy-related investments outride the US and 
the regulated electric utility sector. To date, these non-regulated investments remain relatively modest, 
accounting for only 8% of total assets. The largest non-US investment is its 50% interest in Yorkshire 
Electricity Group, a United -om regional electric dismbution and supply company. Table 1 shows 
the size and scope of the &e rated US utilities. 

Table 1: 1997 AEP System Overview 
Ap 
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34 
18 
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KY 
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1.966 
20 
15 
64 
44 
OH 

679.000 
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In December 1997, AEP and Central and South West Corporation (CSW), another regmered utility 
h o l e  company, announced their agreement to merge. The combined companies would do business as 
"American Electric Power," the brand name AEP adopted in 1996. The companies have identified $2.1 
billion in cost savings, net of implementation costs, that would result b m  the merger over ten years, 
approximately half each h m  labor and adminismation. The new American ElecPic Power would xank 
tirst in the nation in sales, generating capacity, number of customers, and size of m n t l y  regulated ser- 
vice temtory. That it would xank only fourth in revenues points to the strong competitive position of each 
company reflected in their low rates. Each of the utilities would retain its separate legal existence and 
indenture. Shareholders of both companies overwhelmingly approved the merger. The companies antia- 
pate completion of the merger in the fim half of 1999. 

The five large utilities (the member utilities) benefit from membership in the AEP system power pool 
through cost sharing and the deferral of consnudon that would otherwise have been needed. The parent, 
which has Little debt at the holdmg company level because of strong consolidated cash flow, can as0 man- 
age the capid structure of a subsidiary to a modest degree through capital contributions and upstreamed 
dividends. These advantages of financial and operating flexibility currently have a s m a l l  positive impact on 
ratings relative to what the ratings of each individual utility on a stand-alone basis might be, particularly 
for Kentucky Power. 

AEP's utilities serve regions that, for the most part, reflect the average growth rate of the nation. As 
illustrated in Table 2, only Appalachian Power, serving the vibrant western Virginia economy, and 
Columbus Southern Power, serving the robust Columbus, Ohio, area, expect to see retail sales growth 
over the next five years that approximates the rate of the last five years. 1 8 " s  growth exceeded the 
national average over that period, however, and the company expects d e s  to reflect national trends over 
the next five years. Ohio Power is losing a major industrial customer - aluminum processor Ormet - that 
will obtain power from third parties, beginning in 1999. OP will very likely offset the loss of slim profits 
from Ormet with higher profits from sales to the AEP system or external sales. 

L-4' 

Table 2 AEP Sysbm Retail Sales Growth 
AEP syrt.m AP aP I&M KP OP 

Five-Ymr Fo- Glpwrh 1 3  2 4  2.8 2 0  1 6  -1  0 
2 4  2 6  2.9 3.6 2 7  1 6  F i v b Y a r  Historial Growth 

./ 
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AEP operates the member utilities’ 23,759 megawarn (mw) of generating capacity as a power pool under 
an economic +tch system that is 87% coal-fueled (although the system was 92% coal-fired in 1997 due 
to the Cook nuclear units’ outage), 12% nuclear-heled, and less than 1% hydro-powered. (Economic dis- 
patch of a generating system utilizes the lowest-cost generating units to meet electric demand a t  any point 
in h e . )  A member that sells more power to its d customers than it has capacity to produce becomes a 
net purchaser from the pool. Net purchasers (Appalachian Power and Columbus Southern) compensate 
the sellers (Ohio Power, Indiana Michigan, and, to a small extent, Kentucky Power) for the seller’s 
embedded costs, includmg capacity, operations, maintenance, and fuel under formulas approved by the 
SEC. Similar agreements govern sharing of costs and credits for the system’s transmission and wholesale 
power sales. Table 3 illustrates revenue and cost sharing in 1997 firom the five members’ participation in 

these agreements. AEP is likely 

‘ 

Table 3 1997 Shared Cosb and cleditr (SOWs) 
to restructure its cost-sharing 
agreements with subsidiaries 

Y 

T- ta over the next few yeam to reflect 
whdrwl. m w  the impact of industry restruc- - - -* - turing and the holding compa- 

AP (237.000) 37,500 a400) 1 Roo0 ny‘s business su-ategy. 
Q) (1 38,000) 18- Q9.900) 10JW 

46.100 10,500 Moody‘s estimates dutt only 
7,700 3.900 Columbus Southern and Indiana 27,200 

2.700 
1- 67.000 
Im 20.000 

Michigan face potential genera- 
oc 288.000 ’ 30.200 (1O.SOO) 

tion-related stranded costs, 
which are detailed below. Moody‘s views these two utilities’ stnnded costs as manageable and also miti- 
gated by the cost advantages provided by their membership in the AEP system. 

* 

THE SUBSIDIARIES 
APPALACHIAN POWER COMPANY (AP) - AP contributed 28% of AEP’s retail sales in 1997. The com- 
pany uses its 5,853 mw of mostly d - t i r r d ,  highly competitive generating apaaty and purchased power 
h m  the system pool to save customers in V i a  and West V i .  AP’s service territory saaddles the 
two states, with 53% of its sales in Vi- and 47% in West V i .  The economy in the Viginia por- 
tion of the service area is expected to be stronger than the West Vigini? serpicc area. Industrial cus- 
tomers, which represent 40% of the company’s retail sales, include primary metals, chemicals, textiles, 
paper, and coal mining companies. AP’s 1997 industrial rate of 3.55 cents was well below the national 
average of 4.69 ants. 

AP’s wholesale sales, which represent 42% of total sales, are to non-afKliatcd utilities, and to an a f i -  
ated non-pool-member, Kingsport Power. Reflecting the impact of the Federal Energy Regulatory 
Commission’s (FERc) open access Order 888, a number of wholesale (municipal utility) customers have 
given noaa of tcxmination. Howcvcr we anticipate that AP will be able to retain some of this load and 
that the loss of some of these contracts wil l  have litde impact on the company’s margins as it is a net pur- 
chaser of power h m  the AEP system. AP’s wholesale sales have increased from 27% of total sales to 42% 
over the past three ytars. 

COLUMBUS SOUTHERN POWER COMPANY (OP) - CSP conmbuted 16% of AEP’s 1997 retail sales. 
CSP’s sales to the robust Columbus commercial sector account for 40% of its retail sales. (Columbus is 
the largest city in Ohio and in the AEP servia territory.) Industrial sales account for only 2 1% of retail 
sales and are spread across a number of industries. The company‘s industrial rates are about equal to the 
national average. Regional unemployment is expected to remain below national levels. 

CSP’s 2.59s-mw generating capacity is completely coal-kd. The nuclear-to-coal conversion of the 
Zimmer plant, which is jointly owned with two unaffiliated utilities, was completed in 1991 .  While the 
Zimmer plant is among the most effiaent in its region, Moody’s estimates that CSP’s stranded costs equal 
70% of equity (based on 1995 data), p d y  ahbuted  to fixed costs associated with the Zimmer invest- 
ment. h e r ’ s  costs are reflected in current rates. Moody‘s expects these stranded corn to be manage- 
able, given their magnitude and the other competitive advantages of CSP belonpg to the AEP s. stem. 
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INDIANA MICHIGAN POWER COMPANY (I&M) - I&M contributed 17.5% of AEP’s retail sales in 
1997. Indiana accounts for 84% of the utility’s retail sales, with the remaining 16% in Michigan. 
Industrial sales account for 44% of total retail sales, with concentrations in primary metals, electrical 
machinery, transporntion equipment, chemicals, and fabricated metals. I&M’s competitive position is 
average because of its generating cost and rate structure. Its industrial rates equal the regional average. 

off-system sales, which cornpried 51% of total sales in 1997, including wholesale sales to the pool, are 
important to I N S  financial health. I&M and AEP Generating Company each have a 50% interest in both 
Rockport units, whose total capacity is 2600 mw. (Rockport 2, which went into commercial operation in 
1989, is 6nanced through an operating lease.) 18~M purchased an additional 455 mw of Rockport capacity 
from AEG. I8tM has sold 250 mw of its total Rockport capacity to an unaffiliated utility under a long-term 
conmct, upiring in 1999. I&M uses the ranahhg 1,505 mw to meet its retail and power pool demand. 

The two Cook nuclear units represent 47% of I&M’s 4,434 mw of generating capacity, while nearly all 
of the balance is coal-6red. The Nuclear Regulatory Commission (NRC) has subjected the Cook units to 
an extensive review, which commenced in September 1997 during an architectural engineering design 
inspection, a new type of NRC review. This type of inspection compares the current engineering and the 
documentation of maintenance for the plant and its support systems with the o r i g d  design that formed 
the basis for the operating license a p p d .  The NRC review’s main focus in I W s  case was on the cool- 
ing system that the NRC inspectors believed might not perform as needed in the event of an accident 
The NRC gave Cook a “3” assessment (or ‘satisfactory“ - which tends to mean unsatisfactory for an 
industry that spivcs for excellence because of its perceived risk) in the Enpeering category in its review 
that ended March 1998. 

The NRC as0 sent a letter to AEP in July informing them of the NRC’s perception of declining per- 
formance at Cook. During Cook‘s lengthy outage, all issues raised by NRC inspectors are being 
addressed. AEP plans to res~ Unit 1 by the end of the first quarter of 1999, a target set in coordination 
with the NRC inspection team. Unit 2 would restart 90 days later. Moody‘s believes the Cook units arc 
likely to perform well in succeeding years because of the thoroughness of this review and the company’s 
appointment of a new chief of nuclear operations. 

The price spikcs the region experienced in June 1998 will not affect replacement power costs because 
power is obtained frmn the AEP system under a cost-shanng agreement Should regulaton d i d o w  some 
portion of the replaement costs, 1 8 ”  &urn aposure would be less than $10 million per month, rep- 
resenting the dif€erence between the Cook nuclear units’ production costs and the system’s production cos*i. 

Based on 1995 data, Moody‘s estimates I W s  suanded costs at a manageable 41% of equity, largely 
from invcsunent in and elevated non-fuel operating costs associated with COOL. The two nuclear units 
have been in operation since the mid-l970s, are more than half way through their operating license 
(expiring in 2014 and 2017 respcctively), and are substantially depreciated. AEP took steps to lower oper- 
ating costs by consolidating nuclear management a t  the nuclear plant site. 

Storage of waste fuel is a serious issue for the entire nuclear industry. I&M is among the utilities suing 
the Depamnent of Energy to force it to establish a permanent nuclear waste storage site, as it was sup 
posed to by January 3 1, 1998, under the Nuclear Waste Policy Act of 1982. Decommissioning and waste 
disposal costs were recently estimated in a range from $700 d o n  to $1.152 billion in nondiscounted 
1997 dollars. I&M is currently collecting in rates at the low end of the range and will continue to seek 
regulatory approval for adequate recovery of decommissioning costs. It has the capability to store waste 
nuclear fuel through 2009. 

KENTUCKY POWER COMPANY (KP) - KP is the d e s t  of the AEP member utilities, contributing 7% 
of retail sales. It has one generating source, the 1,060-mw Big Sandy plant Although it is a net seller to 
the power pool, purchased power costs totaled 43% of the utility‘s operating and maintenance costs in 
1997, including purchases from AFT Generating. The utility’s competitive position is above both regional 
and national averages as a d t  of its low generating costs and reasonable rates. a result, we expect the 
company to retain its indusmal customer base, which is concentrated in petroleum, p h a r y  metals, and 
chemicals, and which accounts for 48% of total retail sales. 
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OHIO POWER COMPANY (OP) - OP accounts for 3Z% of AEP's retail sales, the highest share among 
the system's member utilities. The utility is also the largest net seller of power to the system power pool. 
Its 8,464-mw generanon capacity serves not only its own retail customers in Ohio, but also wholesale cus- 
tomers, including the AEP power pool, which comprise 44% of total sales. Industrial customers con- 
aibute 64% of retail sales, and arc heady concentrated in primary metals, but also indude petroleum, 
rubber, plastics, stone, clay, glass, chemicals, transportation equipment, and electrical machinery manufac- 
turers. Although competition is fierce in the industrial sector, OP's low industrial rates, which average 
3.12 cents per kilowatt-hour, are well below the national average of 4.69 cents, and provide a strong com- 
petitive edge. 

Expiration of two major industrial contracts, Ormet Corporation in 1999 and Ravenswood Aluminum 
in 2003, which together account for 890 mw of demand, is cause for only modest concern despite OP's 
low growth rate and high reseme margins. An alternate supplier wiil replace Ohio Power to serve Orrnet 
in 1999. Both contracts are marl(ylllly profitable. Moody's expects retail sales growth within the AEP sys- 
tem, increased symm wholesale contracts, and retention of assodated transmission revenues to offset the 
loss of these twb large i n d d  custome~. 

AEP GENERATING COMPANY - AEP Generating Company, organized in 1982, generates and sells 
power at wholesale from Rockport Unim 1 and 2 (1300 mw each), in which AEP Generating and I&M 
each have a 50% interest The units burn dean western coal and enjoy competitive production costs of 
just over 1.5 cents per kilowatt-hour. Unit 1 is owned, and Unit 2 is leased. KP purchases 30%. or 390 
mw, of AEP Generacing's sharc of the power generated by each Roclcpart unit under a contract expiring 
at the end of 1999. An unaffili?ted utility purdmes 70%, or 455 mw, of AEP Generating's share of power 
available from Rockport Unit 1, through the end of 1999. The remaking portion of AEP Generating's 
share of Unit 2 is sold to 18rM. AEP Corporation (the parent) provides financial support to AEP 
Genaaling under a a p i d  funds agreement, ensuring that it wi l l  be able to meet any financial obligations. 

YORKSHIRE POWER GROUP - Yorkshire Power Group is a British holding company that owns the UK 
Regional E l d a t y  Company ( REO Yorkhirc Electricity Group PIC, which is the primary distribution 
company in Englads second largest commercial and industrial center. AEP and New Century Energies 
each have a 50% in- in Yorkhire Power Group, which acquired the REC in early 1997 for $2.88 bil- 
lion. AEP's equity contribution was $360 million. 

As a REC, Yorkphirr is both a "wires" company - distributor of electric power to end-user customers - 
and supplier arraneiDg for power production and delivery for its customers, similar to powcr marketers in 
the US. Detailed discussion of the UK electric sector can be found in h y h g  tbr REO, published by 
~ 0 0 d y ' s  in ~ a y  1998. 

OTHER SUBSIDIARIES 
AEP R e ~ o u r c #  - AEP established AEP Resources to invest in non-regulated power projects, both priva- 
tizations and g rede lds  (new construction), around the globe and in foreign utility companies. AEP's 
50% interest in Yorkbirc Power Group is ako held through Resources. AEP Resoutces' first internation- 
al power project is a 70% interest in a joint venture to build a $172 million, d - f i r e d  plant in China. 

AEP as0 acqurred a 20% inmest in Pacific Hydro Ltd., an Australian company that develops and 
operates hydroelectric plants. A joint venture formed in 1995 between Rtsouras and Cogcntrix Energy, 
called Industrial Energy P m e r s ,  is upgrading, rrpladng, owning, and operaring stcam and electrical 
power plants for energy-intensive industrial sites. However, a similarly-focused joint venture with Conoco 
was terminated in its initial stages in 195%. 

AEP Energy Senricer - AEP's power marketing subsidiary (see Management Strategy section below for 
funher discussion). 

AEP Communications - AEP's investment in telecommunications is very modest. It is leasing excess 
capacity on its own fiber optics network, a strategy of increasing profitability of assets with no additional 
risk. To add marketing clout and economies of scale, AEP is joining with Allegheny Energy to market 
their combined fiber optic networks. 
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We believe AEp's generation system will be among the most competitive in the deregulating industry. 
Declining fuel costs have offset slightly higher non-fuel operating and maintenance costs over the past few 
years, resulting in total production costs for the system of 1.79 cents per kilowatt-hour in 1997. This pro- 
duction cost advantage allows the company to offer low rates. Competitive fuel costs drive much of this 
advantage. A comparison of fuel cosm for each member utility is presented in Table 4 below. 

The difference in fuel costs reflects the distance-sensitive transportation cost of moving coal from 
mine to generating plant, the ability of a plant to burn coal of varying quality (which is related to its sulfur 
content), low nuclear fuel cosfs for I&M, and pricing under long-term contracts, which may still exceed 
currcnt spot prices. The percentage of coal acquired under long-term contract declined from a peak of 
75% in 1995 to 66% in 1997. AEP expects maturing contram to be replaced with more market-based 
coal costs, thereby further improving its pmduction cost advantages. 

The sulfur content of both CSP and OP reflect use of high sulfur coal &om regional mines, including 
mines in Ohio. Scrubbers on OP's Gavin plant also allow OP to continue to burn Ohio's high& coal, 
much of which comes from affiliated mines (see Etegulation, Rates and State Restructuring Initiatives 
below for discussion of r e d -  

coal from loksulfur Western AP CSP I&M 1 8 -  - - - 

1% 138 89 111 157 mines under contracts that CwrtrprMMbbv 

upire in 2004 and 2014. c.ntr#rUWh 1.50 1.40 0.93 1.03 1.55 
su)(ur'Dhidain W M l b r  1.3 4.7 1.4 2.1 3.5 As a largely cod-fired sys- 

tem, compliance with environ- 
mend  sandards has entailed substantial erpensc, particularly for those plants in the Midwest, and &cy 
continue to be tar- of proposed tighter environmental standards. 

The Clean Air Act Amendmenm of 1990 (CAAA) required reductions in both sulfur dioxide and nim- 
gcn oxid& m two phases. Phase I rquirancnts commenced on January 1,1995, and Phase II's will go into 
effect on January 1,2000. AEP developed a systemwide plan to meet the new standards and F e d  state 
regulatory a p p d  to ensure recovery of c a s  in affected ~ ~ ~ A c t i o n s .  Approximately $100 million will 
be spent in 1998 and 1999 to complete its compliance measures. Installing scrubbers at Ohio Power's 
Gavin plant at a cost of $6 10 million reduced AEP's sulfur dioxide emissions 2 5 % , forming a major compo- 
nent of the plan. The CAAA also m t e d  annual, tradable emission allowanas, set to limit emissions at lev- 
els below the system's historic average emission volumes. AUowanccs which could be sold to other utilities 
were available to the degree that AEP was s u d  in reducing a d  emissions below the new threshold. 

The Environmental Protection Agency proposed even more stringent standards in 1997, especially for 
nitrogen oxides, which are precursors of ozone formation, and for particulate matter. The Clinton admin- 
istration, also in 1997, committed the US to reducing greenhouse gas emissions by 7 % from 1990 levels 
by the years 2009-2012. Northeast states have applied political pressure to reduce emissions from 
Midwestern generating plants because they believe these plants are major causes of smog and other forms 
of air pollution. 

Although studies show automobile exhaust is a much larger source of air pollution, politics tends to 
limit currailing tadpipe emissions. ThC EPA set forth its final state implementation rule on September 24, 
1998, requiring an 85% reduction in nitrogen oxides by 22 states east of the Mississippi by 2003. The 
affected utilities and their state governors not only view the new standard as severe and costly, but they 
as0 fear the tight timetable will affect electrical system reliability, a concern heightened by power inter- 
ruptions and assodated price spikes during the summer of 1998. Governors of 13 affected states and a 
coalition of utilities promoted a more measured approach, reducing nitrogen oxides by 65% by 2004 or 
2005. Their computer modehg shows Northeast aties can remain within EPA's one-hour and eight- 
hour average smog h t s  with their proposed level of reduction. Using the electric utilities as a sole means 
to reduce pollution, without as0 further addressing the role of auto emissions, d no doubt give electric 
utilities ammunition in lawsuits likely to follow in the wake of EPA's tougher air pollution standards. 
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Should the AEP system incur material additional compliance costs, it would be adversely affected to 
the degree it could not pass increased costs to customers, either through regulation or through market 
pricing. Because its competitors within the ECAR (East C e n d  Area Reliability Coordination Agreement 
- a North American Elecaic Reliability Council region) are also predominately cod-based, as they are 
near to cod mines and navigable rivers to pansport it., they are likely to incur similar costs. For this rea- 
son, the governors of these states are 1ead.q the effort to soken WA's proposed air pollution standards, 
and the outcome may well determine cod's ability to compete with alternative fuels and technologies over 
the longer term. 

Moody's has not factored a potentially significant impact from new and tougher environmental stan- 
dards into the AEP ratings or outlook to date as the standards are not yet bed ,  the implementation h e  
h e  is likely to span a number of years, some of the cost is likely to be absorbed in prices, and AEP gen- 
erally enjoys competitive cost advantages compared to its peers. We wi l l  continue to monitor develop 
ments on this issue. 

Maasrslementstraaear 
AEP's stntegy for its funarc is shaped by five priorities: 
Growing the core business and base of a6sting customers; 

Becoming a toptier national energy trader and marketer, 
Building a strategic portfolio of global investments through acquisitions and development; 
E x p d i n g  products and seMoes for its d customer base; and 
Ad& smtegic incremental investments to support both its core and trading businesses. 

AEP intends to remain in all three functions of its core businesses: generation, distribution, and trans- 
mission. It alrady has critical 11l0ss to provide economies of scale in each Kctor. Its planned merger with 
Cswwill enhance these economies, expvld its CuEtOmcr base, and add diversityto the fucl mix in its port- 
folio of generating assccs. AEP lis0 owns and operate one of the most exunsive tratlsmisson systems in the 
US and its invcstmcnt in tnnsmission capacity, as a peranrage of utility plant, is among the highest in the 
US. FERC's Order 888, issued in April 1596, rrquirrs tansnission owners to open their mnsmision sys- 
tems to all uxrs at prices utilities charge thanselves. The intent of the order is to facilitate w h o l d e  elec- 
tric competition. The utility's own retail load retains usage priority. The d e r  already has created oppom- 
nities to make more efficient use of AEP's paosmisson system and to increase mnsnision revenues. 

MARKn POWER MII1GATK)N FOR MERGER APPROVAL 
The merger p a r s  identified some modest combined ability to exercise market power, but feel they can 
demonstrate their merger presents no major market power concern. The detailed calculations are indud- 
ed in their FERC merger w. 

The companies have several measures to mitigate this regulatory concern. First, AEP said it  is com- 
mitted to participate in an independent system operator (ISO), the type of independent entity the FERC 
prefers for managing the transmission grid. CSW is currently a member of the ERCOT (Electric 
Reliability Council of Texas) IS0 and Southwest Power Pool, which is preparing a FERC application for 
approval of its EO. AEP was ori@y a member of the Midwest ISO, but dropped out when a compet- 
ing ISO, the "Alliance,* was formed. The Midwest IS0 offers the broad geographic reach AEP believes is 
necessary for a successful ISO, but the consensus with regard to revenue sharing formulas was not fair to 
AEP and its shareholders. AEP participates in both the Alliance and Midwest IS0 discussions. 

The Public Utility Commission of Ohio (PUCO) opened a process to review the merger and filed as a 
FERC intervenor in the merger. Moody's expects PUCO's focus to be on AEP's joining the Midwest 
ISO, the only body of its type PUCO expects to provide the market power mitigation needed in the 
region, dominated by large utilities. Moody's believes the Midwest IS0  is likely to be the dominant IS0 
in the region. The current membership obtained FERC approvals in September 1998, and other utilities 
are likely to join because of merger approval pressures. Other market power mitigation steps are also 
transmission related with an addinonal commitment to sell 320 mw of energy daily under conhtions 
mtended both to mtigate market power and to preserve system reliabdity. 
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CSW is also a significant internation; investor with 52.68 iUion invested outside the US. Its largest is 
SEEBOARD, anoier  leading UK REC that it acquired in 1996 for $2.1 billion. The companies will align 
their investment strategies after the merger closes. They have sigxuficant overlap in the bTK, which they 
could address in a number of ways. The merger's closing and subsequent UK regulatory consideration 
will no doubt affect strategy relative to this overlap. Moody's views their non-US investments, outside the 
Vy as otherwise rather complementary as CSW already has a foothold in Latin America, a region not yet 
pursued by AEP, but within its area of interest 

CONVERGENCE INmATlVLS 
AEP announced on September 14, 1998 that it had acquired midstream natural gas assets located in 
Louisiana &om Equable Resources for $320 million. The transaction is expected to dose by year-end 
1998, pending regulatory approvals, filings for which have begun. T ~ I S  purchasc is intended to comple- 
ment AEP Energy Services' existing electric and natural gas tradmg and asset optimization capabilities. 
AEP Resources is acquiring a 2000-mile intrastate gas pipeline with multiple inter- and intrastate connec- 
tions and a cunrnt average daily throughput of 600 MMcf; four natural gas p'ocessing plants that straddle 
the pipeline, with a fifth under constnaction; a salt dome gas storage facility, with a second under con- 
mction; and more bus in^ for its energy uading and marketing office in Houston. This aquisition is a 
component of its strategy to expand products and xrvices for retail customers along converging energy 
and utility sectors. 

F l W ~ r n T E G I E s  
To gain greater financial flexibility to respond to electric industry restructuring, AEP changed its pre- 
femd stock chvter to eliminate restrictions on the amount of unsecured debt that it could issue. Four of 
the subsidiary utilities also issued dekmble interest subordinated debentures, which provide some flexi- 
bility in their apital structure. 

Regarlatiioa, Rabs, and Stata Restructurimg InitWws 

RATE COMPARISON Table 6 1997 Rate Comparisons 
1ndUrtrl.l bmmrd.1 RaWmti.1 AEP and its US utilities' rates arc competi- 

6mp.r tive in the region and lower than the nation- 
AB 3.55 5.01 5.62 

4.59 6.27 ?.W al a m p ,  as illustrated in the table at right Qp 
Appalachian Power, Ohio Power, and ILM 4.41 6.07 6.86 

3.01 5.03 4.02 
3.12 5.50 6.62 

Kentudry Power have some of the lowest 
rates in &e region because of their low-cost, ................................................................................................................. 

H S Y r a m  3.54 5.66 6.35 efficient coal-fired generating capaaty. 
4.38 6.80 7.91 

MERGER RELATED REGULATORY 
STRATHir Sarrre.R-ASUj8m&wS 
The merger parenen consulted with state 
regulators about their plans, but believe they need only state commission approvals for CSW subsidiaries 
because only those assets will change ownership. 

.......................................... - ...... - ......_..... ~ ............................................ 

.......................................................... " ........................................................ 
"IAvumgm 4.69 ?.a3 8.94 .......................................................... I-..............- - ............................. ....... 

The merger's regulatory plan contains the following benefits: 
Saves the company and ratepayers future c m  of $2 billion in non-fuel expenses Over 10 years, shared 
approximately equally between the udities and customers; 
Saves $98 million in fuel costs Over the same period, all savings passed along to ratepayers; 
Increases diversity of customers, generating resources, and service territory, all of w h d  benefits con- 
solidated earnings; 
Enhances customer service; 
Defers and amortizes merger costs over 5 years; 
Supports both electric restructuring and creation of an indepmdent system operator; and 
Freezes base rates at current levels until January 1,2002. 
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AEP has been actively involved in wholesale power marketing for a number of years through its own sys- 
tem under profit-sharing arrangements sanctioned by regulators that have minimized the need for a 
power marketing license. Moody‘s expects AEP to eventually gain its power marketer’s license, which 
would permit it to trade at market-based rates and retain all profits, as it restructures the many complex 
aspects of its current business to reflect new market demands and opportunities. The growth in wholesale 
business aver the past three years is illustrated in Table 5 below. 18”s wholesale business, while increas- 
ing nine percentage points b m  1994, was actually somewhat depressed because of outages at the Cook 
nudear facility, which comprised 53% of its total sales in 1996. 

people and their erpertise to expand 
trading operations and to indude mad- 
ing in electricity, ~hlal gas, residual AP Q P l a M  KP O P S y s m m  

AEP intends to capitalize on its 
Table 5: Growth in Utility Wholesale Sales 

AEP 

27% 32% 42% 36% 31% 19% 
products. AEP Energy Services’ staff 1997 42% 16% 51% 48% 44% 31% 
fuel, coal, and their assodated financial 

currently exceeds 100. It is headquar- 
tered in Columbus with a satellite 
office in Houston. 

The company was well-positioned to capi tak on price spikes experienced in the June 1998 regional 
wholesale power markets, although the lowest cost power is still dedicated to its =rail base. AEP was not 
affected by m d i t  problems other utilities suffered because of m n g  risk management practices, which 
Moody‘s views as typical for the company, given a somewhat risk-averse senior management team. Senior 
managers consider their ability to stay informed and involved in risk management a key AEP success faaor. 

First half 1998 sales have already exceeded 1997’s 9.3 megawatt-hours of non-aililhte power des. 
Because wholesale markets are so competitive and due to the underlying commodity ~ t u f c  of the prod- 
uct, Moody‘s expects companies engaging in power mar- to earn only modest margins ovcr time. A 
tradmg unit’s role, most often, is to enhance profitability of other assets. In fact, AEP vim its power mar- 
Lcong arm as a critical link in a chain of assets and core competencies focused on commercial optimization 
(meaning maximizing consolidated profits) by managing price volatility and geographic and time arbitrage 
inherent in energy production. The acquisition of the Equitable Resources m i d s ~ a m  gas assets in 
Louisiana is another link in the chain. This is a further reason Moody‘s also considers the consolidated 
risk and h c i a l  profile of a complex holdmg company such as AEP when assigning ratings to any of its 
subsidiaries. 

low 

INVESTMENT OUTSIDE THE U.S. 
Investment outside the US through its AEP Resources subsidiary is gaining momentum. The SEC 
approved AEP’s request to increase its cap on non-regulated and foreign utility investment to 100% of 
retained earnings. Its invesrments outside the US total $1.35 billion to date, and the company intends to 
invest $300 million per year of new equity in these regions. Moody‘s regards these investments as modest 
relative to AEP’s size and financial resources. AEP established regional offices in London, Toronto, 
Sydney, Singapore, and Beijing. 

Its largest investment to date is its 50% interest in Yorkshire, which it acquired in 1997 for $1.2 bil- 
lion, includmg equity of $360 d o n .  In A d a ,  AEP acquired a 20% interest in Pacific Hydro for $10 
million. 

AEP has a foothold in the Chinese power market with 70% interest in a joint venture with Henan 
Electric Power Development and Nanyang Municipal Financial Development Company. Each Chinese 
partner contributed 15% to the project, called the Nanyang General Light Electric Company. AEP also 
refers to it as AEP Pushan Power. The partners are constructing two 125-rnw coal-hd units. The 6rst is 
expected to be operational by year-end 1998, at a total cost of $172 d o n .  A 35% interest in a second 
power project in Shouyangshan, C b ,  entails a $200 million equity contribution. 
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Arkansas - The Arkansas Public Service Commission, which has jurisdiction over Southwestern 
Electric Power (SWEPCO), a CSW subsidiary, approved the merger on August 17, 1998, subject to a 
number of conditions, none of which appears onerous. The APSC must still review the proposed regula- 
tory plan associated with the merger, and hearings begin in November. 

Louisiana - The merger plan was tiled with the Louisiana Public Service Commission on May lS, 
1998, and the companies anticipate an order in April 1999. The Louisiana plan a k o  requests approval to 
share off-system sales profits above recent levels equally with ratepayers, and authorizes SWEPCO to 
increase regulatory asset amortization and distribution depreciation expense by approximately $26 d o n  
during the IO-year period. 

Oklahoma - AEP and CSW filed their merger plan with the Oklahoma Corporation Commission on 
August 14,1998. 

Texas - The companies tiled their merger case with the Public Utility Commission of Tens on April 
30,1998, offering benefits and shanng mechanisms like those offered in the other states. The merger til- 
ing was sensitive to issues of particular interest to this activist commission. The Texas commission had 
already ordered rate reductions for Central Power and Light (CPL) in a 1997 rate case that served as a 
signpost for where the commission intends to take interim rate procecdings in preparation for competitive 
markets. Full restructuring legdation is not anticipated in Texas in the 1999 session, but interim rcspuc- 
turing measures may pass. The companies hope the merger case will focus on the merger and not on 
industry resmcturing, and, given the rather punitive order against CPL last ycar, Moody's believes the 
commission is likely to not bring the bigger issues of restructuring into its considerations of the merger. 

FERC - The Federal Energy Regulatory Commission merger approval case was filed on April 30, 
1998. The elements are described in the Management Strategy section above. 

SEC - Both companies are registered holding companies, so their merger fiLng wil l  need to address 
the many PUHCA requuements within the context of their corporate strategies. Thqr antiapate submit- 
ting the merger approval request to the SEC within the burth 9U1Lf.c' of 1998. 

NRC - CPL also tiled a license transfer application with the Nudear Regulatory Commission on June 
19. It owns a 25% share in the two-unit South Texas Project nuclear plant 

The UK - American Electric Power and CSW antiapate that regulators in the UK wil l  let the US 
merger close, then deal with the implications. Regulation itself is under review in the country and may 
change before the merger closes. 

STAlE REGULATORY PROCEEDINGS AND RESTRUCTURING INMATWES 
APPALACHIAN POWER COMPANY: The Virginia State Corporation Commission increased AP's rates 
$303 million effective November 11, 1997. AP is collecting the increased revenues subject to refund as 
settlement deliberations continue. The utility is s d l  operating under an 11.4% ROE from a 1992 rate 
case. The Virginia rate hike wil l  help finance the needed Wyoming to Cloverdale high-voltage transmis- 
sion line (which still needs certification for construction from the Virginia commission), that d improve 
service reliability not only for AP's customers, but a h  for the regional grid, according to the North 
American Electric Reliability Council. This and one other major nannaission line are estimated to cost 
$268 d o n  and to be in service by the end of 2002. 

Virginia passed initial respucfuring legislation in March 1998, setting in motion the process to ma te  
an Independent System Operator and Power Exchange by January 1,200 1. Retail markets would not open 
to full choice of generation supplier until January 1,2004. A legislative committee is worhng on a second 
respuchving bill for next year, providing the details of retail eleaxic sector reform. 

A settlement agreement in West Virginia resulted in a $28 million fuel cost recovery reduction effec- 
tive November 1996 with an assodated $5 million base rate reduction. Base rates in West Virginia are 
subsequently frozen unnl January 1, 2000, and fuel over- or under recoveries will be deferred over the 
same period for later consideration. Over-recoveries exceeding $10 million will be shared equally between 
ratepayers and AP. On May 28, 1998, the Public Service Commission of West Virginia certified the con- 
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struction of a 32-mile segment that passes through the state of the 132-mile Wyoming-Cloverdale high- 
voltage transmission line. 

West V i  enjoy some of the lowest rates in the country, limiting pressure to restructure its elec- 
tric sector. In fact, a rather unique debate over stranded costs may slow West V i  restncturing initia- 
tives. The Public Service Commission may not meet its deadline to deliver a restructwing plan to the legis- 
lature by the end of 1998 because of the delay. Consumer advocates raised concerns that potential stranded 
benefits may not be shared by ratepayers. The PSC requested informational filings including details on 
potentially stranded COSPF from each of the state’s utilities as part of development of the restructwing plan. 

COLUMBUS SOUTHERN POWER COMPANY No CSP rate cases have been filed or are intendcd. CSP 
d operates under a 12.46% ROE from a 1992 order, which ultimately, after court appeals, resulted in a 
$124.6 million rate increase to recover allowed Zimmer plant investment. 

An Ohio legislarive task fom, established in early 1997 to develop recommendations on resmcturing 
the state’s electric sector, made little progress by the end of the year. Its report was delayed into 1998 and 
wen then it did not reflect a consensus of the commitwe. Restructuring faces hurdles in Ohio that it does- 
n’t in other states, such as a tax policy that relies heady on utilities to raise state and local revenues, and 
vastly &&rent stranded cost erposurrs among the state’s utilities. Prospects for a bill impmved when the 
utilities (perhaps obseMng what happened in Purnsytvulia, which shared the latter challenge) developed 
their own consensus plan for restructuring the state’s electric sector. The consensus plan was presented to 
the leplaturc in September 1998, and a committee representing interested parties was established to 
examine the proposal’s merits. No legislation is likely until &er the 1998 elections, and probably not und 
well into 1999. 

INDIANA MICHIGAN POWER COMPANY I&M has required no recent base rate proceedings and oper- 
ates under an ROE of 12.0% from a November 1993 order and a 13.0% ROE h r n  a February 1991 
Michigan order. 

I&M antiapatcs that restructuring legislation will be introduced once a@ in Indiana in 1999. 
Investor-owned utilieies in the state arc worhng together to dmlop a consensus plan, which will improve 
chances of legslation passing. If no bill passes in that session, the 2000 session is a short one, laving 2001 
as the next opportunity to deal with the issue. The governor has played no active role in this process. 
Moody‘s observes that govemors have bun actively involved in those states that have moved forward on 
electrical deregulation legislation. 

In fact, Michigan is one of the states where rrstruauring is moving forward even though formal legis- 
lation has not been inpoduced. The Michigan Public Service Commission has provided very visible lead- 
ership, but legislation is needed to provide stronger legal footing for the restructuring pnnxss for all 
affected utilities and for securitiation of stranded costs. I n d u c t i o n  of legdation is unlikely before the 
November 1998 election. However, 60% of the House will leave office by year’s end as term limits take 
effect this year, and that provides strong incentives for restructuring legislation to be passed in the lame 
duck session rather than having to educate a new group of legislators on this complex subject. 

The approach utilized by the MPSC for the two largest Michigan unlities provides a solid framework 
for a tnnsition to competition in Moody‘s view. In orders to date for the largest utilities the conmission 
has supported adequate sanded cost recovery, an annual true-up mechanism that balances the incerem of 
ratepayers and investors, and a reasonably rapid aansition to full choice for customers. 

KENTUCKY POWER COMPANY The Kentucky Public Service Commission issued a May 1997 order 
allowing KP to establish a $1.2 million (annualized) surcharge to recover environmental compliance costs. 
Although the rate relief officially began July 7, 1997, the first year was offset by a $1.9 million rate reduc- 
tion to account for gains on the sale of emission allowances. The company appealed the order. Kentucky 
Power’s most recent ROE was 11.5%. 

The Kentucky legislature established a task force to examine restmcturing, and a report outlining its 
recommendations is due November 1999. A bill may be introduced in the year 2000 with passage of legis- 
lation the following year that will allow for a moderate transition to full choice of generation supplier no 
earlier than 2005. The state enjoys generally low electric rates, minimizing pressure for restructuring. 
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OHIO POWER COMPANY: No base rate cases have been required since a March 1995 order when 
PUCO awarded a $66 million increase to recover the costs of installing scrubbers on OPs Gavin plant. 
No ROE was mentioned in the settlement. 

Ohio Power’s coal costs for the Gavin plant, which are primarily for coal from affiliate mines located 
in Ohio, arc being recovered through nvo channels. The largest portion, the Ohio retail jurisdictional 
portion, is recovered through a fixed fuel component in rates that began at $1.575 per MMBtu (i.e. heat 
content) in December 1994 with quarterly escalators. (AEP’s system coal costs were $1.4023, and OP’s 
averaged $1.5166 pax MMBtu.) OP is pennitted to recovu its invesrment in affiliated Ohio coal mines to 
the degree its actual coal costs are less than the fixed fuel factor. It recovers the wholesale jurisdictional 
portion from the system’s net purchasers of power through the cost sharing agreement approved by the 
SEC. AEP upecn to recover the Ohio pmdictional portion of its invesunent in these mines through this 
mechanism and estim?tes OP’s non-Ohio-jurisdictional uposure to mine closing costs at $102 d o n  at 
the end of 1997. Although Moody‘s stranded cost model shows no potential stranded costs for OP, the 
mines, which would not have been captured in the model, may be a source of potential stranded costs in 
an eventual rate case. 

A court decision opined that the SEC rather than FERC had @&on Over ifEliate coal  cost^. At 
issue were these affiliate cool costs. The FERC wanted to disallow the over-marlet portion whereas the 
SEC a p p d  the afiliate costf. The landmark decision was d e d  the Ohio Power decision and served to 
dvify psdictional mch. h part of the FERC merger filmg, AEP and CSW agree to waive the Ohio 
P m r  defense for FERC ratemnking purposes regarding all afKliate contracts entered into after the merg- 
er’s close - except these coal contacts, and for these, too, beginning in 2002, by which date OP expects to 
have closed all three of the mines. 

, 

(See Columbus Southern directly abovc for discussion of Ohio rrstruchlring initiatives.) - .. _ .  : .. . .  
The compm~’s lmragc is higher than the in- average, although this is 0th by the good-to- 
d e n t  competitive positions of its member utilities. 
Regulatory support in recent years has been weak, causing the utilities to rely on cost -cutting to 
improve financial ratios as business risks increase. 
The AEP system, for the most part, expects only modest economic p w t h ,  following national trends. 

opP@---w-: 
Low-cost, coal-fkd generating capacity provides a competitive advantage. 
Completed construction cycles allow lower capital expenditures, improved cash flow, and reduced reg- 

Geographic reach and a balance between compeative initiatives and a conservative investment strategy 
position AEP to benefit from coming deregulation. 

ulatory risk. 

Finandal Anarlyct 
Merger savings are rather modest at $1.032 billion given the size of the companies and the 10-year period 
used to measure the savings. As the M companies are not contiguous, fewer opportunities for elimination 
of redundancies are available. T h e  companies propose sharing the savings resulting from the merger 
equally between ratepayers and shareholders. 

AEP’s Yorkshire investment in the UK faced a higher than anticipated, politically motivated, one-time 
windfall profits tax similar to all REC owners. AEP’s share of the tax equaled $109 million in US dollars, 
after tax, and caused a 13% decline in consolidated net income in 1997 to $511 million. Without the tax, 
net income would have been up 6%. The cash flow impact of the tax is split between 1998 and 1999. 

AEp’s strong cash flow and its tendency to leverage its utilities where they do not receive regulatory 
suppor~ has permitted it to finance much of its non-regulated investment internally. The payout ratio 
averaged 83% over the past three years. The internal sources of equity and retention of cash a t  the parent 
level are illustrated in Table 7. 
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Under current projections, AEP 
will not need new capacity until after 
2002 as the system's reserve margm 
was 17% in 1997 at the summer 
peak, and a 455 mw contract to sell 
electricity to Virginia Elecpic Power 
expires in 1999, fming more gener- 
ating capacity. T h e  company's esti- 
mate of future reserve margin aver- 
ages 18% for the 1998 through 2001 
period. Some utility observers may 
regard this reserve margin as a strate- 
gic asset to support its expansion of 
its power marketing operations. 
Profits from third party sales are 
shared with ratepayers under fomu- 
las established or reaffirmed in their 
most recent rate cases. 

AEP forecasts capital expendi- 

Table 9: Parenfs Retained Cash flow 

1997 1996 
~~ ~ 

74.436 
78,684 

131,260 
6.760 

199,333 
255 

1.315 

58.300 
75.876 

112,508 
-5.736 

142.856 
1.088 
2.376 

1995 

76,836 
56.900 

110,852 
18.100 

139.428 
-1 52 

2.3 16 

ToM-R.airrd 492,043 387,266 404.280 

MP- 77.OOO 65,000 49,000 

CuhFbwatkVlt 569.043 45226% 453.280 

DMd.ndrRldOJhueh~&m 453.453 449.353 . 445.831 

................................................................................................................................... 

R.tlh.dc.rhFkrr 115m 2,915 7,449 
*~~~ 
............ - ............................................... - .................................................................... 

tures of an average of $740 &on during the next five ycars cornpared to $762 million in 1997 and $578 
million in 1996. Construction expenditures indude the replacanent of steam generaton a t  Cook Unit 1 a t  
a cost of $175 million. Cats for remaining CAAA compliance measures for the system are estimated at 
$100 million. 

AEP's ability to finance non-regulated investment internally to date plus its tendency to use leverage at 
its utilities that receive little regulatory support is illusrated in Table 8's financial ratio comparisons. The 
ratios arc for 1997 only, and therefore do not speak to mnds. Tke ratios arc also unadjusted, whereas 
I&M and OP, through their lcascs, and KP through its purchased power commitments a d y  have larg- 
er h e d  obligation burdens than shown here, reducing their coverage ratios to ones more in line with their 
respective rating atepries. 

Table 8: Finand M e s  - 1997 (Unadjuzted; Including Subordinated Debt) 
Am Ap QP ILM IC? 09 

Ptr I- mmmgo 3.18 2.55 335 4 3 1  2.16 4.99 
FIWI-Corwq. 4.01 2.99 3.59 5.22 2.66 5.50 
TOWDObtOc.pitd 552% 59.1% 57.2% 50.5% 59.5% 45.6% 

*mFmmQJcmkhn 
........... - ..........-.-......... "..._ .............. - ...............--....-.--......... -...".-.------ .... -...- .... --- ..... ......... I .I ........ 

AEP began its Year 2000 (Y2K) computer remediation efforts in 1996 and expects to complete testing 
for compliance in 1999. IBM is assisting it in these efforts, which are expected to c a t  a total of between 
$56 and $68 million. The scope of the efforts includes internal systems and those of suppliers. As a nuclear 
plant operator, I&M is required to certify Cook's YZK readiness by July 1,1999. 

Individual utility capital expenditure plans follow. 

APPALACHIAN POWER COMPANY Besides its estimated $268 million planned expenditures on high- 
voltage transmission capacity, AP also plans to add three combustion turbines by the end of 2003 at a cost 
of $162 million. Total construction expenditures are expected to average $256 million over the next five 
years, slightly more than the $218 million spent in 1997. AP anticipates meeting over half its capital 
expendituns through internal cash. 

COLUMBUS SOUTHERN POWER COMPANY: CSP anticipates meeting all its capital expenditures 
through internal cash flow. It forecasts construction expenditures averaging $120 million over the next 
five years, compared to the $108 d o n  spent in 1997. 

INDIANA MICHIGAN POWER COMPANY I M ' s  capital expenditures are expected to avenge $133  
million over the next five years, similar to the $123 million spent in 1997. However, the timing of these 
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expenditures will be weighted more towards the earlier years because of the Cook initiatives. It expects to 
easily meet capital expen&tures through internal cash. 

KENTUCKY POWER COMPANY KP expects its capital expenditures to average $43 million per year over 
the next five years, substantidy lower than 1997’s $67 d o n .  Construhon expenditures on transmission 
lines have been elevated and will remain higher than n o d  over the next two years, after which KP will 
primarily upgrade and maintain its distribution system. Only half of these expenditures wil l  be financed 
through its own cash flow, with the balance from parent contributions and external financing. 
OHIO POWER COMPANY OP upem its average annual capital expenditures to remain at  the same level 
as 1997’s, $173 million. Internal cash should amply cover these expenditures. 
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Sr Unsecured Notes BBB 05/98 NR Baa 1mBB 
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tmng able lo operate mth a slghtly negalrve resen/e margin due to its actwe purchasing of AEP System powec horn 
AEP PoWw Poor KPCo purchases 39oMw from affiliate AEP Generating Company s RoCkporl Generating Plant Jraer dr 
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Rmcipal industry concentram inckrde petrolem refinvrg. chemicals and coal whch together rewesent approximate4 
m m r d s  of KPCo s industrial bad 
K O  shares some of me Federal Clean k r  Act complmce casts of RS AEP affiliates through its bver Pool DurCraSeS 
K f f i  s credn quahry is not expected to be impacted by me proposed merger of AEP and Central and South West Cor0 

0 

0 

LiquidttyM Structum 
K K o  shares short-term lw of credit mth other AEP cornpanes short-term burwngs are limited by regubtm to f l 5 0 M M  
and are used for wwking capltal requirements Internal cash How covers lust under 0nehaH of capital ex~enditures :hbs 
requiring K K o  to periodically issue debt and recew equity cmtributms from AEP to maintain the current Wit1 structure - 
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Kentucky Power Company 
(% in Millions Except As Noted) 

12 Yonma E- 
f l m w  R 8 t b  Wm -7 1997 19% 19% 1994 19@3 

EBITflnterest (X) 1 8  2 2  2 2  2 0  2 2  2 4  ' 9  

EBITDNntereSt-Adj (X) 1 7  2 3  2 2  2 1  2 3  2 3  2 0  
InternaI Cash to G m s m  (%I 12 4 31 4 21 8 27 4 481 469 a5 
Oeterrea Debts/com Ea (9b)  56 9 3 8 7  390 41 2 42 9 295 2 6 1  

Average lnreres Cost 7 2  6 9  6 8  70  7 6  6 9  7 4  -- 
shorf-teml Debt (36)  10 9 10 1 6 2  9 1  10 5 10 7 7 9  
Total Deet (%) 606 59 2 606 59 5 59 2 59 7 600 
oebr A ~ I  b k r c n  powar (%) 77 o 6 8 9  70 8 6 9 4  69 2 70 5 7 '  2 
EBifoA/Deer (96)  19 5 21 5 21 0 202 24 3 23 3 21 4 

Preferred Stock (%) 0 0  00 00 00 0 0  0 0  30 
Common Equity (96) 39 4 408 39 4 605 408 403 0 
G r c ~ b  in hwested Capital (96 )  7 1 1 1  8 8 7  11 3 4 5  6 4  3 4  

Funbnnntrl F~MIu~.~ Infonn.tiocr 
Revenues 482 323 360 323 328 307 294 
Revenues Less Energy 168 161 169 159 159 151 '37 
EBlTDA 78 79 83 72 78 72 62 
Oeoreciatuxl B AmOmzatfon 27 26 26 25 24 23 22 
€611 51 53 57 47 53 49 00 
AH: 8 Other Non-Cash 0 0 0 0 0 0 0 
Interest Charges 28 24 26 24 24 21 21 
Preterred Oividends 0 0 0 0 0 0 3 
Bamce rOr Common 16 20 21 17 25 25 18 
Total Invested Capitat 661 618 656 601 so0 517 486 

401 366 396 358 320 309 292 
Totill Weterred 0 0 0 0 0 0 
Remned Earnings 71 83 78 84 91 89 85 

CuhFlOw 
35 52 41 45 42 46 37 Cash Flow From Operations 

Dividends (Prel and C m )  28 26 27 24 n 21 
Internal Cash 7 27 15 21 19 25 
Construction Excluding AFC 57 85 67 76 39 53 35 
Other Investment Cash Flow (Net) 0 0 0 0 0 .1 1 
Redemptions 2 0 0 75 0 0 86 
Total Capital Requirements 59 85 67 150 39 52 1 2 0  
Total Financing 52 57 52 130 21 27 105 
Total Purcnased Power Expense 235 97 114 96 88 95 95 

EBlTDAnnterest (X)  2 8  3 3  3 2  3 0  3 3  3 5  3 0  

Return on C a m m  Equity (%) 6 2 8 4  8 3  7 3  11 7 12 6 9 2  
Comron DMdend Pa+ Ram (%)173 1 126 8 1290 1430 91 2 8 4 7  '25 8 

L0ng-t- Debt (%) 49 7 49 1 5 4 5  5 0 4  4 8 7  49 0 52 ' 

E e i T o m e t - A d l  (w 14 4 17 5 170 16 6 19 2 18 2 '6 9 

0 
Totat oebt 

23 
' 4  

Othor 0- 
KWH Saes Total (MM) 
KWH Sales Retail (MM) NA NA 6 514 6.428 6317 5 977 
% Grown in Retail Sales NA NA 1 3  1 8  5 7  3 0  1 9  
Wet Utility Plant in Servlce 694 613 679 61 7 594 577 549 

22 68 32 48 15 15 9 

NA NA 12 408 10 108 10.342 9 281 8 9 '6  
5 802 

6 
CWlP 
hlonutiiiry Prooerq L Invesmnts 6 7 7 6 6 6 

Rdlnga HIatoy (1st Mtg 6bnda) 

Baa 1 
OCR 

A 
Moody s 
Standard 8 Pmr s A A A A A 
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1998' 0 
!999 m 25 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Joint Applicants' Response to Requests for 
Information of the Attorney General, Office for Rate Intervention (Second Set) was served by 
overnight delivery, on this 14th day of May, 1999 upon: 

Elizabeth E. Blackford 
Assistant Attorney General 
Office of Rate Intervention 
1024 Capital Center Drive 
Frankfort, Kentucky 40601 

David F. Boehm 
Boehm, Kurtz & Lowry 
21 10 CBLD Center 
36 East Seventh Street 
Cincinnati, Ohio 45202 

James W. Brew 
Brickfield Burchette Ritts, P.C. 
1025 Thomas Jefferson Street, N.W. 
Eighth Floor, West Tower 
Washington, D.C. 20007 Fifth Floor 

William H. Jones, Jr. 
VanAntwerp, Monge, Jones & Edwards, 
LLP 
1544 Winchester Avenue 

Ashland, Kentucky 4 1 105 - 1 1 1 1 

Richard S. Taylor 
Capital Link Consultants 
3 15 High Street 
Frankfort, Kentucky 4060 1 

Mark R. Overstreet 



COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVlCE COMMISSION 

In The Matter Of The Joint Application Of . 

CASE NO. 99- 149 
KENTUCK POWER COMPANY, AMERICAN 1 
ELECI'RIC POWER COMPANY, INC. AND 1 
CENTRAL AND SOUTH W S T  CORPORATION ) 
REGARDING A PROPOSED MERGER 1 

SECOND REQUESTS FOR INFORMATION 
PROPOUNDED BY THE ATTORNEY G E N E W  

Comes now the intervenor, the Attomey General of the Commonwealth of Kentucky, by and 

through his Office far Rate Intervention, and submits these Requests for Information Kentucky Power 

Company D/B/A American Electric Power to be answered by the date specified in the Commission's 

Order of Procedzue, and in accord with the following: 

(1) In each Gase where a request seeks data provided in response to a s t a E  request, reference 

to the appropriate request item will be deemed a satisfactory response. 

(2) Please identify the company witness who will be prepared to answer questions 

concerning each rcqucst. 

(3) These requests shall be deemed continuing so as to require further and supplernmtal 

responses if the company racives or generates additional information within the scope of these requests 

b e l w m  h e  lime of the response and the time of any h&g conducted haem. 

(4) 

Attorney General. 

(5) 

If any rquesl appears confusing, please request clarification directly from the Office of 

To the extent that the specific document, worlcpnper or iuformation as requested does not 

exist, but a similar document, workpaper or information does exist, provide the similar document, 

workpaper, or information. 

1 



(6) To the extent that any request may be answered by way of a computer printout, please 

identify each variable contained in the printout which would not be self evident to a person not familiar 

with the printout. 

(7) If the company has objections to any requcst on the grounds that the requested 

information is pmprieuy in nature, or for any other reason, please notifj, the Office of the Attorney 

General as soon as possible. 

(8) For any document witbheld on the basis of privilege, state the folloWiry: date; authoG 

addressee; indicated or blind copies; all persons to whom distributed, shown, or explained; and, the 

nature and leg11 basis for the privilege asserted. 

(9) In the event any document called for has been destroyed or transferred beyond the 

control of the company state: the identdy of the person by whom it was destroyed or transferred, and the 

pcrson authorizing the destruction or transfer; the time, place, and method of destruction or transfer; and, 

the reawn(s) for its destruction or transfer. If destroyed or disposed of by operation of 8 retention policy, 

state the retention policy. 

Respectfully Submitted, 

ELIZABETH E. BLACKFORD 
ASSISTANT ATTORNEY GENERAL 
1024 CAPITAL, CENTER DRIVE 
FRANKFORT KY 4060 1 

FAX. (502) 573-4814 
(502) 696-5453 

2 



CERTIFICATE OF SERVICE AND OF F " G  

I hereby c d &  that this U e  11th day of May, 1999, I have filed the original and ten 

copies of the foregoing with the Kentucky Public Service Commission at 730 Schenkel Lane, 

Fmnkfbn, Ky., 40601, and that I have served the partics by mailing a copy of same, postage 

prepaid, to: 

Em1 K Wagner 
Director.of&gulatory a i r s  
Americm Electric Power 
1701 Central Avenue 
P 0 Box 1428 
Ashland KY 41 105 1428 

Kev inFDm 
1 Riverside Plaza 
Columbus OH. 43215 2373 
Counsel for Kmtucky Power and 
American Electric Power Company, hc. 

William H Jones 
Vmmtwerp Monge Jones & Edwards 
1544 Winchester Avenue Fifth Floor 
Ashland KY 41 101 
Counsel for KmtuW Electric Steel 

Mark R Overstreet 
S t i t s  & Harbison 
421 West Main Street 
P 0 Box 634 
Frankfort KY 40602 0634 
Counsel for Central and South West 

Richard S Taylor 
3 1 5 High Street 
Frankfort KY 40601 

Peter Brickfield 
James W Brew 
Brickfield Burchette & Ritts P C 
Eighth Floor West Tower 
1025 Thomas Jefferson Street NW 
Washington DC 20007 

and 
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SECOND DATA REQUESTS OF THE ATTORNEY GENERAL 

AG-2- 1 What is the date of the last general rate case of  Indiana Michigan Power 
Company @&hi)? 

AG-2-2 Were all or some portion of I&M’s individual andlor a11 or some portion 
of the allocated portions of AEP’s system-wide compliance costs for Phase 1 and Plume 11 
compliance with the Clean Air Act as Amended included in the last J&M rate case? If 
the answer is that some portion of those expenses were not included in I&M’s last rate 
case, please quanti@ the portion of expenses, as related to the company’s total expenses 
of achieving compliance, that were not included in the last rate proceeding. 

AG-2-3 Are the costs enumerated in AG-2-2 being recovered as a result of some 
proceeding outside a general rate cast? If so, please m e  the proceeding, and please state 
the portion ofthe total costs recovered in that proceeding. 

AG-2-4 Will I&M’s individual or the allocated share of AEP system-wide costs of 
any added NOx compliance measures taken to comply with federal measures now under 
consideration that may arise during the period of the rate fieezes operating in Indiana be 
recovered !?om I&M ratepayers during the period covered by the rate fieezes? If the 
answer is yes, please describe the mechanism or meam by which that recovery will occur. 

AG-2-5 Does the company know or has thc company projected the impact the 
failure, if any, to recover the costs set out in AG-2-2 and AG2-4 during the periods of 
the rate ficczes will have on I&M’s financial rating? If so, what is that known or 
projected impact? 

AG2-6 
I&M? If so, what has the impact been? 

Has the announcement of the rate hezes affected the financial rating of 

AG-2-7 What are the dates of the last general rate cases of  CSW’s Central Power 
and Light Company (CPL), West Texas Utilities Company 0 and Southwestern 
Electric Power Company (SWEPCO)? 

AG-2-8 Were some or a l l  of CPL’s, WTU’s and/or SwEsCO’s individual a d o r  
some or alI  allocated portions of CSW’s system-wide compliance costs for Phase I and 
Phase II compliance with the Clean Air Act as Amended includcd in the last rate cases of 
each of those companies? If the answer is that some portion of those expenses were not 
included in any of the companies’ last rate cases, please quantifl that portion of expenses, 
as related to each company’s total expenses of achieving compliance, that were not 
included in the last rate proceeding. 

AG-2-9 h e  the costs enumerated in AG-2-8 being recovered as a result of some 
proceeding outside a general rate case? If so, plcase name the proceeding, and please state 
the portion of the total costs recovered in that proceeding. 

4 



AG-2-10 Will CPL’s, WTU’s and/or SWEPCO’s inrlividual or the allocated share 
of CSW system-wide costs of any added NOx compliance measures taken to comply with 
federal measures now under consideration that may arise. during the period of the rate 
fbezes operating in Texas be recovered fram CPL, WTU and/or SWEPCO’s ratepayers 
during the period covered by those rate freezes? If the answer is yes, please describe the 
mechanism or means by which that recovery will occur. 

AG-2-11 Do the companies know or have the companies projected the impact the 
failure, if any, to recover the costs set out in AG-2-8 and AG-2-10 during the periods of 
the rate freezes will have on the finmcial mhgs of CPL, WTU and SWEPCO? If so, 
what is that hown or projected impact for each company? 

AG-2-12 Has Kentucky Power Company (332) had a change in its financial rating 
as a result of its earnings for the past 3 years? If so, when did that change occur m d  what 
was the change? 

AG-2-13 Has KPC had a change in its financial rating as a result of the 
Commission’s decision in its environmental surcharge case, Administrative Action 
Number 96489? 

AG-2-14 Has KPC had a change in its financial rating ns a d t  of the Franklin 
Circuit Court’s decisions in the appeals of the Commission’s Order in Administrative 
Action No. 96-4891 

5 
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KPSC Case No. 99-149 
AG's (2nd Set) 

Supplemental Request for Information 
Item NO. 1 

Sheet L o f  

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

What is the date of the last general rate case of Indiana Michigan Power Company (I&M)? 

RESPONSE: 

See the Company's response to Kentucky Electric Steel Inc.'s Supplemental Request for 
Information, Question No. KESI- 15. 

WITNESS: RICHARD E. MUNCZINSKI 



KPSC Case No. 99- 149 
AG's (2nd Set) 

Supplemental Request for Information 
ItemNo. 2 

Sheet 1 o f  1 

I RESPONSE: 
i 

I&Ms last general rate case was based on a 1991 test year. Phase 1 of the Clean Air Act as 
Amended became effective in 1995. No costs associated with either Phase 1 or Phase 2 
compliance would have been included in I&Ms last rate case, and therefore a quantification 
is not available. 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

~ REQUEST: 

Were all or some portion of I&M's individual and/or all or some portion of the allocated 
portions of AEP's system-wide compliance costs for Phase I and Phase I1 compliance with 
the Clean Air Act as Amended included in the last I&M rate case? If the answer is that some 
portion of those expenses were not included in I&Ms last rate case, please quantify the 
portion of expenses, as related to the company's total expenses of achieving compliance, that 
were not included in the last rate proceeding. 

WITNESS: RICHARD E. MUNCZINSKI 



KPSC Case No. 99-149 
AG's (2nd Set) 

Supplemental Request for Information 
ItemNo. 3 

Sheet 1 o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Are the costs enumerated in AG-2-2 being recovered as a result of some proceeding outside a 
general rate case? If so, please name the proceeding, and please state the portion of the total 
costs recovered in that proceeding. 

RESPONSE: 

Compliance costs associated with the FERC approved AEP System Interim Allowance 
Agreement are included as part of I&M's Michigan St. Joseph Rate Area PSCR Clause. 
Compliance costs included in the 1995 and 1996 PSCR cases were approved. Orders 
regarding 1997 and 1998 have not been issued. A quantification of the portion of the total 
compliance costs recovered in the PSCR proceedings is not available. 

WITNESS: RICHARD E. MUNCZINSKI 
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WITNESS: RICHARD E. MUNCZINSKI 

KPSC Case No. 99-149 
AG's (2nd Set) 

Supplemental Request for information 
item No. 4 

Sheet 1 o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Will i&M's individual or the allocated share of AEP system-wide costs of any added NOx 
compliance measures taken to comply with federal measures now under consideration that 
may arise during the period of the rate freezes operating in Indiana be recovered from I&M 
ratepayers during the period covered by the rate freezes? If the answer is yes, please describe 
the mechanism or means by which that recovery will occur. 

RESPONSE: 

During the period of the Indiana agreement, absent a force majeure, AEP shall not file a 
petition, which, if approved, would have the effect, either directly or indirectly, of 
authorizing a general increase in Indiana's basic rates and charges. 



KPSC Case No. 99- 149 
AG's (2nd Set) 

Supplemental Request for Information 
Item'No. -5- 

Sheet 1 , o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Does the company know or has the company projected the impact the failure, if any, to 
recover the costs set out in AG-2-2 and AG-2-4 during the periods of the rate freezes will 
have on I&M's financial rating? If so, what is that known or projected impact? 

RESPONSE: 

The Company rejects the premise of the question; that is, that the costs set out in AG-2-2 and 
AG-2-4 will not be recovered. However, the Company does not know the impact such 
"failure" will have on I&M's financial rating. Such ratings are made by independent 
agencies. 

WITNESS: RICHARD E. MUNCZINSKI 
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KPSC Case No. 99- 149 
AG’s (2nd Set) 

Supplemental Request for Information 
ItemNo. 6 

Sheet L o f  1 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Has the announcement of the rate freezes affected the financial rating of I&M? If so, what 
has the impact been? 

RESPONSE: 

There has been no change in the rating of I&M to date. The “rate freeze” was only one 
component of the settlement agreement and financial rating would reflect consideration of all 
factors regarding the company and not any one component. 

WITNESS: :HARD E. h CZINSE 
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KPSC Case No. 99-149 
AG's (2nd Set) 

Supplemental Request for Information 

Sheet 1 o f  1 
ItemNo. 7 . 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

What are the dates of the last general rate cases of CSW's Central Power and Light Company 
(CPL), West Texas Utilities Company (WTU) and southwestern Electric Power Company 
(S WEPCO)? 

RESPONSE : 

See the Company's response to Kentucky Electric Steel 1nc.k Supplemental Request for 
Information, Question No. KESI-15. 

WITNESS: RICHARD E. MUNCZINSKI 
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KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Were some or all of CPL’s, WTU’s and/or SWEPCO’s individual and/or some or all 
allocated portions of CSW’s system-wide compliance costs for Phase I and Phase I1 
compliance with the Clean Air Act as Amended included in the last rate cases of each of 
those companies? If the answer is that some portion of those expenses were not included in 
any of the companies’ last rate cases, please quantify that portion of expenses, as related to 
each company’s total expenses of achieving compliance, that were not included in the last 
rate proceeding. 

RESPONSE: 

The CSW Companies have not incurred any compliance costs associated with Phase I and 
Phase I1 of the Clean Air Act. Therefore, the last rate cases of the CSW Companies did not 
include any Phase I or Phase I1 costs. 

WITNESS: RICHARD E. MUNCZINSKI 
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KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

SUPPLEMENTAL REQUEST: 

Are the costs enumerated in AG-2-8 being recovered as a result of some proceeding outside a 
general rate case? If so, please name the proceeding, and please state the portion of the total 
costs recovered in that proceeding. 

RESPONSE: 

The CSW Companies have not incurred any compliance costs associated with Phase I and 
Phase I1 of the Clean Air Act. Therefore, the CSW Companies have not initiated a non-rate 
case proceeding. 

WITNESS: IRD E. MUNCZIF :I 
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KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Will CPL’s, WTU’s and/or SWEPCO’s individual or the allocated share of CSW system- 
wide costs of any added Nox compliance measures taken to comply with federal measures 
now under consideration that may arise during the period of the rate freezes operating in 
Texas be recovered from CPL, WTU and/or SWEPCO’s ratepayers during the period covered 
by those rate freezes? If the answer is yes, please describe the mechanism or means by which 
that recovery will occur. 

The projected NOx compliance measure costs are projected to be minimal (less than 
$1 million). Therefore, the CSW Companies do not anticipate initiating a proceeding to 
recover these NOx compliance measure costs during the rate freeze periods. 
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KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Do the companies know or have the companies projected the impact the failure, if any, to 
recover the costs set out in AG-2-8 and AG-2-10 during the periods of the rate freezes will 
have on the financial ratings of CPL, WTU and SWEPCO? If so, what is that known or 
projected impact for each company? 

RESPONSE: 

The Company rejects the premise of the question; that the costs set out in AG 2-8 and 
AG 2-10 will not be recovered. The CSW Companies do not know and have not projected 
the impact of the failure, if any, to recover the costs set out in AG 2-8 and AG 2-10 will have 
on its financial ratings. Such ratings are made by independent agencies. 

.- 

WITNESS: RICHARD E. MUNCZINSKI 
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KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Has Kentucky Power Company (KPC) had a change in its financial rating as a result of its 
earnings for the past 3 years? If so, when did that change occur and what was the change? 

RESPONSE: 

The rating agencies used multiple criteria in making their determinations. There has been no 
change in Kentucky Power’s credit ratings in the past three years except S&P changed the 
rating on senior secured debt from BBB+ to A in 1997. 

WITNESS: RICHARD E. MUNCZINSKI 
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KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

Has KPC had a change in its financial rating as a result of the Commission’s decision in its 
environmental surcharge case, Administrative Action Number 96-489? 

RESPONSE: 

The rating agencies used multiple criteria in making their determinations. There has been no 
change in Kentucky Power’s credit ratings in the past three years except S&P changed the 
rating on senior secured debt from BBB+ to A in 1997. 

WITNESS: RICHARD E. MUNCZINSKI 
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AG's (2nd Set) I 

KENTUCKY POWER COMPANY 
d/b/a AMERICAN ELECTRIC POWER 

REQUEST: 

Has KPC had a change in its financial rating as a result of the Franklin Circuit Court's 
decisions in the appeals of the Commission's Order in Administrative Action 
Number 96-489? 

RESPONSE: 

The credit agencies used multiple criteria in making their determinations. There has been no 
change in Kentucky Power's credit ratings in the past three years except S&P changed the 
rating on senior secured debt from BBB+ to A in 1997. 

WITNESS: RICHARD E. MUNCZINSKI 
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