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Kentucky Power Co 

REQUEST 

Please provide a summary of the efforts KP has undertaken to secure additional energy resources 
for its Kentucky-based generation, including renewable sources. 

a. 

b. 

C. 

d. 

e. 

Has the company ever conducted or considered conducting a study or studies to 
determine whether costs would be reduced if it had more in-state generation capacity? If 
it has not conducted any study would it consider one? 

If the company is able to secure enough alternative energy resources (whether renewable 
or not) in a cost-effective manner, would it consider increasing its Kentucky-based 
generation capabilities? 

If so, would the company consider amending its operating agreement with the other AEP 
(East) member companies [hereinafter: “Operating Agreement”] to insure that as much of 
the Kentucky-based generation remains in the Commonwealth as possible? 

Is the company willing to consider any and all other cost-effective measures with the 
goal of changing the company’s status as a deficit company among the other members, 
and instead allowing the company to export more energy than its customers consume? If 
not, explain in detail why not. 

Would it ever be conceivable that the construction of more Kentucky-based generation 
could in the long run lead to Iower rates for the company’s Kentucky-based customers? In 
your response, please consider projected increases in transmission costs and riglit of way 
maintenance, and the difficulties in obtaining new transmission resources, including right 
of way. 

Would it ever be conceivable that remaining a deficit company among the AEP (East) 
member companies could result in lower rates for KP’s Kentucky-based custoniers? If 
so, does the same hold true when costs borne by Kentucky ratepayers for environiiieiital 
compliance at out-of-state plants are taken into consideration? 

Could the situation arise in which it might be more cost effective to retire older 
generating units among the other member companies and build new, more energy 
efficient generation plant that is also more compliant with existing and proposed 
environinental regulations? If so, could the new generation facilities be constructed in 
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Keiitucky? Include in your response costs to address and mitigate risks posed by ash 
ponds, carbon emissions and any other environmental hazards. 

RESPONSE 

a. 

17. 

C. 

d. 

e.  

f. 

g. 

The Company has not conducted any studies to determine whether costs would be reduced 
if it had more in-state generation. The Company is a member of the AEP-East Pool which 
plaiis on an AEP-East System basis. When additional capacity is required the Company 
would perform siting studies that potentially could consider sites in Kentucky. 

At this time the AEP-East System does not foresee the need for new traditional capacity 
prior to 2018, other than what is currently planned. Renewable resources are being 
considered at this time to meet potential Federal renewable mandates and to take 
advantage of the soon-to-expire PTC. 

At this time the AEP is not considering amending its AEP Interconnection Agreement. 

AEPSC recognizes KPCo's capacity deficit position in the Pool and will consider cost 
effective measures to improve its capacity position provided such measures are also 
economic on an AEP-East System basis. 

The Company has not performed any studies or analysis to form a conclusion regarding the 
difference in future rates for KPCo customers based on the location of an as yet 
undefined generating resource. At the time a resource addition decision needs to made, 
site specifc studies will be performed to determine the most economic choice. (See 
response to "b." above). 

The Company assumes the question is asking if KPCo's rates would be lower by remaining 
a deficit company than by becoming a surplus company as defined by the Iiztercoiiiiection 
Agreement. That would depend on the cost difference, at some future point in time, 
between KPCo's rates after adding sufficient capacity to become a surplus Pool member 
compared to IWCo's rates based on projected capacity equalization payinelits should 
KPCo remain deficit. 

A situation could arise where it would be more cost effective to retire older generating units 
among the other member companies and build iiew, more energy efficient generating 
plants that are compliant with new and proposed environmental regulatioiis. While 
ownersliip of this new capacity would be assigned to the most deficit company, these 
hypothetical, iiew generating units could be coiistructed in Kentucky pending the resulls 
of fiiture siting studies. Any decision to construct generating units would need to consider 
a iiumber of factors including environmental control costs and emissions costs. These 
costs will be considered in determining both the retirement of existing generating iinits 
and the construction of new generating units. 

WITNESS: Scott C Weaver 
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Power Cornpa 

REQUEST 

To what extent, if any, does the Operating Agreement serve as a hindrance to procuring 
renewable energy generation located within Kentucky's borders? 

RESPONSE 

The Operating Agreement does not influence the capacity resource locations. 

WITNESS: Scott C Weaver 
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ower Company 

REQUEST 

IT the company is able to secure additional renewable cost-effective energy resources located 
within Kentucky, and if use of those resources proved more cost-effective than obtaining power 
from other AEP member companies located out-of-state, state what, if anything, would prevent 
KP from utilizing those renewable resources in lieu of power from other AEP members. 

RESPONSE 

Assuming ICPCo was the owner of the energy resource (the physical asset or tlirough a PPA), 
then that resource would serve KPCo customer load first in lieu of energy from other AEP Pool 
Member companies. 

WITNESS: Scott C Weaver 
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ower Company 

REQUEST 

Please state, in detail, to what extent the proposed rate increase in the instant matter is driven by 
increased costs which other AEP member companies are facing in other states. Are they related 
to environmental requirement costs, renewable portfolio stands, etc.? 

RESPONSE 

All of the cost included in KPCo’s cost to serve its customers are Kentucky Power costs for rate 
malting purposes. 

WITNESS: Errol K Wagner 
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cky Power Company 

REQUEST 

Please state, in detail, to what extent the proposed rate increase iiz the instant matter is driven by 
iiicreased costs froin PJM. 

RESPONSE 

The proposed rate increase in the instant matter is ”driven” by increased costs fi-om inany sectors. 
See Testimony of Timothy C. Mosher, page 6 for a description o f  the major components of the 
increase. 

WITNESS: Dennis W Bethel 
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ower Company 

REQTJEST 

Please break down the need for the proposed revenue increase as follows: (a) the percentage 
needed to meet costs I<P incurs solely for its Kentucky-based generation, transmission, 
distribution and other plant necessary to provide service to customers residing within Kentucky; 
and (b) the percentage needed to meet costs of other AEP member companies dedicated to 
providing service to non-Kentucky residents. With regard your answer to (b), provide the iianie 
of the member company to which the revenue collected from Kentucky customers will be 
devoted. 

RESPONSE 

One hundred percent of the proposed rate increase is needed to meet the cost ICPCo iiicuirs to 
provide service to its Kentucky retail customers. Please see the Company’s response to AG-1st 
Set, Item No. 4. 

WITNESS: Errol K. Wagner 
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ower Company 

REQUEST 

Please explain why I<P has only been able to earn a 2.9% return on equity during the test year. 

RESPONSE 

The Company’s financial results for the reporting period for the twelve months ending 
September 30,2009 yielded a net income level which produced a 2.9% return on equity. 

WITNESS: Errol I< Wagner 
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ower Company 

Please explain fully why the company is seeking no additional income from cable TV rates. 
Provide a table showing KP's competitive cable rates in comparison to the cable providers in 
KP's service territory. 

RESPONSE: 

I'PCo does not provide cable TV services to its retail customers. Thus, KPCo can not provide a 
table showing I<PCo's competitive cable rates in comparison to the cable providers' rates in 
ICPCo's service territory. 

WITNESS: Errol I< Wagner 
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entucky Power Company 

REQUEST 

Provide the dollar amounts the company has earned in off-system sales for each of the past five 
( 5 )  years. 

a. Provide any and all analyses the company has conducted regarding forecasts for off- 
system sales in dollar amounts for the next five (5) years. 

RESPONSE 

Page 2 of this response provides the dollar amount the company has earned in off-system sales 
for each of the past five (5) years. 

a. The off-system sales forecast for 2010-2013 is shown on Page 3 of this response. At this 
time we have not conducted forecasts beyond 20 13. 

WITNESS: Errol K Wagner 



Month 

January 
February 

March 
April 
May 

June 
July 

August 
September 

October 
November 
December 

Total 

Year 
2009 

1,559,042 
1,405,018 
1,328,862 

797,692 
646,768 

2,162,000 
1,858,472 
1,753,385 
1,566,609 
1,471 ,I 03 
1,272,675 
1,301,625 

17,123,251 
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Kentucky Power Company 
Off System Sales Margins 

Years 2005 to 2009 

Year 
2008 

5,144,466 
4,273,413 
3,075,288 
3,283,321 
3,636,818 
5,385,OI 9 
7,763,492 
6,557,531 
3,697,501 
1,602,812 

563,591 
369,904 

45,353,156 

Year 
2007 

3,936,280 
2,911,080 
4,277,970 
3,765,051 
2,954,780 
5,653,449 
6,014,017 
5,448,132 
5,647,635 
3,631,657 
4,111,374 
2,933,668 

51,285,093 

Year 
2006 

4,187,099 
4,049,188 
4,437,747 
3,357,274 
3,104,186 
4,994,179 
7,227 , 394 
6,462,817 
3,011,963 
3,269,198 
2,516,000 
3,274,713 

49,891,758 

Year 
2005 

3,674,868 
1,840,112 
(389,264) 

3,333,982 
3,622,195 
3,151,393 
2,571,386 
2,163,651 
2,755,486 
2,355,770 
2,559,653 

5,525 

27,644,757 
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May 
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July 

August 
September 
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November 
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Total 
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Kentucky Power Company 
Off System Sales 

Years 2010 to 201 3 
(woo) 

Year Year Year 
201 0 201 1 201 2 

1,882 
2,015 
1,682 
1,796 
1,420 
3,004 
3,985 
4,497 
2,040 
1,257 
1,608 
1,610 

2,352 
1,829 
2,634 
2,715 
2,089 
2,953 
4,208 
5,179 
2,432 

727 
802 

1,574 

3,995 
3,302 
2,612 
3,231 
2,969 
4,228 
5,572 
6,588 
3,096 
2,077 
2,296 
3,671 

26,796 29,494 43,637 

Year 
201 3 

5,745 
4,926 
4,355 
3,620 
4,100 
6,962 
8,884 

10,341 
6,955 
4,412 
4,960 
5,342 

70,602 
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entuelcy Power Company 

REQUEST 

Please explain the cost justification for increasing the reconnection fee from $12.94 to $40.00. 

a. How much additional revenue will the company raise from this increase? 

b. What percentage of total revenue will the increase comprise? 

c. Please state whether KP believes its customers can afford such a large increase, especially for 
those customers who have been disconnected due to an inability to pay their bills. 

RFSPONSE 

Please see Exhibit EK,W-6 colurnn 1, 

a. Rased 011 the number of transactions during the twelve months ended September 30, 2009 of 
10,970, the total annual revenue increase would be $296,848. 

b. This increase would be 0.0469% of the total requested revenue of $633,391,276. 

c. KPCo does not have any basis to believe or disbelieve, that its customers can afford (or not 
afford) the increase in the reconnect charge. The rates KPCo charges its customers are based 
upon the cost to provide the service to its customers. 

WITNESS: Errol K Wagner 
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Kentucky Power Company 

REQIJEST 

Please explain the cost justification of increasing the reconnect for non-payment fee when work 
continues into overtime from the existing $1 7.26 to the proposed $47.00? How was the this 
iiumber determined? Was rounding used? 

a. How much additional revenue will the company raise from this increase? 

b. What percentage of total revenue will the increase comprise? 

c. Please state whether IC€‘ believes its cixstomers can afford such a large increase, especially for 
those Customers who have been disconnected due to an inability to pay their bills. 

RESPONSE 

Please see Exhibit EKW-6 column 2. 

Yes, the rate was rounded to the nearest dollar. 

a. Rased on the number of transactions during the twelve months ended September 30, 2009 of 
775, the total annual revenue increase would be $23,049. 

b. This increase would be 0.0036% ofthe total requested revenue of $633,391,276. 

c. KPCo does not have any basis to believe or disbelieve, that its customers can afford (or not 
afford) the increase in the “into overtime reconnect charge”. The rates IQCo charges its 
customers are based upon the cost to provide the service to its customers. 

WITNESS: Ei-rol K Wagner 
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Kentucky Power Company 

REQUEST 

Please explain the cost ,justification for increasing the reconnect when call-out is required from 
the existing $35.95 to the proposed $83. Was rounding used? 

a. I-Iow much additional revenue will the company raise froin this increase? 

b. What percentage of total revenue will the increase comprise? 

c. 
for those customers who have been disconnected due to an inability to pay their bills. 

Please state whether KP believes its customers can afford such a large increase, especially 

RESPONSE 

Please see Exhibit EKW-6 column 3. 

Yes, the rate was rounded to the nearest dollar. 

a. Rased on the number of transactions during the twelve months ended September 30, 2009 of‘ 
539, the total annual revenue increase would be $25,360. 

b. This increase would be 0.004% of the total requested revenue of $633,391,276. 

c. W C o  does not have any basis to believe or disbelieve, the its customers can afford (or not 
afford) the increase iii the “overtime reconnect charge”. The rates IQCo charges its customers 
are based upon the cost to provide the service to its customers. 

WITNESS: Errol IC Wagner 
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Kentucky Power Company 

REQUEST 

Please explain how the company cm~justify not increasing the returned check fee, which is 
c~urently only $7. Provide the costs the company incurs for returned checks. 

a. How much would the company have to charge to recoup its actual costs incurred for returned 
checks? 

Please see Exhibit EKW-6 column 6. 

a. The Company's actual cost of a return check during the September 2009 test year was $6.71. 
The Company rounded the proposed rate to the nearest dollar. 

WITNESS: Errol K Wagner 
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entuck-y Power Company 

RXQUEST 

Please state whether KP maintains any ash ponds located in whole or in part within Keiitucky's 
borders. If so, identify the location, and whether the pond facilities are in compliance with all 
existing and proposed environmental regulations. 

a. If KP does maintain ash ponds within the state, please describe the measures iiicluding 
iiisurance policies KP and / or AEP has in place to insulate ratepayers from 
environmental costs associated with any potential leakage. Also provide the extent and 
limits of any self-insurance and / or self-reteiition of risk. 

RESPONSE 

Kentucky Power Company maintains two coal ash ponds at the Company's Big Sandy 
Generating Plant. The plant maintains a coal fly ash pond on the north side of 1J.S. Route 23, 
and a smaller coal bottom ash pond adjacent to the generating plant. Attached to this response is 
a map showing the Big Sandy Generating Plant site, and also shows the locatioii of the coal fly 
ash poiid. 

There are no current or pending eiivironmental enforcement issues with regard to the coal ash 
ponds at Kentucky Powerk Big Sandy Power Plant. Although EPA has announced its intent to 
issue new proposed rules governing coal ash ponds, those rules have not yet been issued. 

a. AEP maintains excess liability insurance which includes coverage for "pollution liability'' 
subject to various terms, conditions and exclusions within the policy. Kentucky Power is 
a named insured under this policy. Coverage under the policy for environmental costs 
associated with a leakage would be evaluated based on the specific circumstances of the 
occurrence and the insurance policy provisions applicable to the occurrence. 

WITNESS: Errol I< Wagner 
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Kentucky Power Corn 

REQUEST 

Does I G  recognize the legal duty to act in the best interest of its ratepayers? 

a. Does the Operating Agreement ever act so as to place the best interest of AEP above 
those of KF's ratepayers? 

b. Has I<€' ever sought any modifications to the Operating Agreement? If so, slate when, 
identify the type of modification, the persons responsible for proposiiig the 
modification(s) and their position(s) within KP or AEP. 

RESPONSE 

IWCo complies with all applicable statutor'y requirements concerning its practices. 

a. The AEP Interconnection Agreement (IA) was formulated in 1951 and is a FERC- 
approved wholesale power pooling agreement. IA member companies collectively 
participate to supply capacity. Due to AEP's election lo participate in the Fixed Resource 
Requirement (FRR) option and as a result of the pool construct and FRR participation, 
the cost to purchase capacity from other Pool Members is based on the embedded cost or 
installed capacity. The capacity factor for AEP's coal units has been illcreasing since the 
tiine AEP joined PJM in 2004. If the operating companies were to operate on a stand- 
alone basis, fulfilling the reserve requirement would depend on each company's position 
of capacity length. From a cost of energy perspective, the Pool member companies sell 
or buy suiplus energy to/fiorn other members at a cost-based primary energy rate in 
addition to purchasing from or selling to the market at the Locational Marginal Price 
(LMP). As a stand-alone entity, each company would purchase from or sell to the PJM 
inarlcet at the LMP. Whether a particular operating company gives or takes benefits from 
the IA at any particular time depends on a number of variables, including matters such as 
market price and unit outages. But individual components of the IA should not be 
viewed in isolation or judged based only on a specific point in time. It is the IA as a 
whole and over time that has provided benefits to I'Co and its customers. 

t3. No. 

WITNESS: Errol I< Wagner 
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Kentucky Power Company 

REQTJEST 

Reference Exhibit A, p. 349 of 367, Schedule 10 (6)(t)l, p. 2 of 2. Identify fully the reason for 
Appalachian Power's increased charge to KP from the average of $550,374 during the two-year 
period 2006-2007, to the average of $1,666,926 during the period from 2008 to tlie elid of the 
test year, an increase of 203%. 

a. Do any of these costs include storm-related costs? If so, were they already included in 
the regulatory asset that recorded stoim-related costs? 

RESPONSE 

The increase in Appalachian Power's charges to Kentucky Power over the four year period 
shown in Exhibit A of the Application, page 349 of 367 is due primarily to Appalachian Power 
Company's payment of an invoice for Kentucky Power in the 4th quarter of 2008 for a 
transformer and related materials for the Dwale, KY substation. 

a. The $1,527,500 charges from Appalachian Power to Kentucky Power for tlie 12 months 
elided September 30, 2009 include $48,200 for storm damage restoration expenses 
related to severe storms in January 2009, February 2009 and May 2009. In Deceinbei- 
2009, Kentucky Power recorded a regulatory asset for the incremental Jaiiuary, February 
and May 2009 storm restoration O&M expenses that exceeded the storm-related expenses 
iiicluded in base rates. The total incremental storm restoration O&M expenses iiiclude 
$48,200 charged froin APCo. 

WITNESS: Errol I< Wagner 
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Kentucb Power Co 

REQUEST 

Is I<P required to sell all of the energy generated in-state to PJM? If so, why? Is KP required to 
purchase from PJM the energy needed to serve its Kentucky -based load? 

a. If so, has the company ever conducted any studies to determine whether it would be inore 
cost effective to use power generated in Kentucky to serve its Kentucky based load, and 
then purchase the remaining power it needs to accomplish that task froin PJM? 

RESPONSE 

AEP Service Corporation, acting on behalf of Kentucky Power Company, is not required to sell 
all of the energy generated in-state by Kentucky Power to PJM. AEP Service Coil3oration, 
acting on behalf of Kentucky Power, is not required to purchase fiom PJM the energy iieeded to 
serve its Kentucky-based load. 

Although AEPSC can transact for energy outside of PJM, all such transactions entail settlement 
at the PJM delivery and receipt points as the energy exits or enters AEP’s system. In addition, 
these trmsactions are subject to PJM congestion and transmission loss charges aid credits. 

WITNESS: Dennis W Bethel 
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Kentucky Power Cornpaiiy 

REQUEST 

Please explain why the net merger savings credit is being discontinued. 

€U?,SPONSE 

This is in accordance with the Net Merger Saving Credit Tariff and the Commission’s June 14, 
1999 Order in Case No. 99-149. The Attorney General Office of Rate Intervention was a pai?y 
and a signatory to the Stipulation and Settlement Agreement in that proceeding. 

WITNESS: Errol IC Wagner 
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entuclcy Power Company 

Regarding the proposed reliability enhancement program, to what extent, if at all, would it go to 
alleviating or mitigating outages such as those encountered during the December 2009 siiow 
storm that caused wide-spread outages of long duration? 

RESPONSE 

A fully implemented four-year vegetation management cycle, which is part of the proposed 
Reliability and Service Enhancement Plan, may have reduced the number of tree-related outages 
and the duration of outages experienced in the December 2009 snow storm. Most of the outages 
experienced in the December 2009 snow storm were due to i c e h o w  laden trees falling into the 
line from outside the ROW. While the Enhanced Vegetation Initiative would undoubtedly 
identify some hazard trees that would fall during an event such as the December 2009 snow 
storm, it would not identify and remove all such trees. As stated on Page 19 of Company witness 
Phillips’ Direct Testimony, the key benefits for customers, of implementing a four-year 
vegetation management cycle, are a reduction in sustained tree-related outages, improved power 
quality with fewer momentary interruptions Erom trees contacting power lines, and faster 
restoration after stoim outages. 

WITNESS: Everett G Phillips 
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ower Compa 

REQUEST 

Reference the Bethel testimony. Of the seven (7) transmission-related cost components 
identified, state whether any component is new since the company's last rate case. 

a. 

b . 

C. 

d. 

e. 

f. 

0 
0. 

Explain fully why a tracker is required. 

Explain fully the legal justification for the establishment of a tracker. 

Explain how the company has handled and addressed these costs up to this time without a 
tracker. 

State whether the company would face bankruptcy or material impairment to its credit or 
operations if it did not have a tracker for these costs items. 

State whether the company would no longer be able to provide service if it does not 
have a tracker for these costs items. 

Please identify what percentage of the transmission related costs the company proposes to 
be tracked were incurred during the test year. 

Please identify the percentage of the test year's total Kentucky jurisdictional reveiiue the 
proposed costs to be tracked would represent. 

RESPONSE 

a. See the testimony of Dennis W. Bethel, pages 5 and 6, for the explanation as to why it is 
appropriate for transmission related costs to be recovered through a tracker. 

13. Kentucky Power Company objects to this subpart because it seeks a legal opinion and 
hence is not properly the subject of a data request. Nor is it appropriate to subject a 
spoiisoring witness to cross-examination, which would be allowed under Coinmission 
practice, with respect to a legal opinion. Kentucky Power anticipates that the parties will 
have an opportunity to brief all legal questions following the hearing. 
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c. Kentucky Power Company has generally recovered these costs as a base rate item along 
with other ordinary operating costs. 

d. Kentucky Power Company does not anticipate banlauptcy or material impairment to its 
credit or operations if it did not have a tracker for these costs items. Tliis answer assumes 
that full cost recovery will occur in base rates and periodic base rate filings to capture 
increases and decreases in costs. 

e. Kentucky Power Company will be able to provide service if it does not have a tracker for 
these cost items assuming full cost recovery in base rates and periodic base rate filings lo 
capture increases and decreases in costs.. 

f. The Company has proposed to track 100% of future transmission related costs. The test 
year transmission costs establish the base, and it is the difference between the actual costs 
a id  the costs included in the base that will flow through the tracker. 

g. The Company proposed to track approximately 8.3% of the test year's total Kentucky 
Jurisdictional revenue. $42,475,930/509,765,263=8.3%. See Testimony of David M. 
Rous11 Exhibit DMR 4, line 6 and Exhibit DMR-3 Page 4 of 4, Column 2. 

WITNESS: Dennis W Bethel 
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Kentucky Power Company 

REQIJEST 

State what percentage of the proposed rate increment would go toward the purchase of wind 
power. 

RESPONSE 

Based on Section V, Workpaper S-4, Page 46, Line 5 mount  of $14,479,700 and Section V, 
Schedule 1 , Column 4, Line No. 1 amount of $1 23,626,O 13 the percentage is I I. .7 1 %. 

WITNESS: Errol K Wagner 
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Kentucky Power Company 

IREQUEST 

State what percentage of the proposed rate increment would go toward increased PJM costs. 

RESPONSE 

Zero percentage of the proposed rate increment would go toward increased PJM costs. See also 
response to AG-5 and the testimony of Dennis W. Bethel pages 12-13 explaining that the PJM 
administrative fees are projected to increase by 26% over the next 5 years. 

WITNESS: Deimis W Bethel 
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Kentucky Power Company 

REQUEST 

Reference the Gregory testimony, pp. 9-1 0. Does the expense for the regulatory asset/liability 
referenced therein, which the company apparently will seek, fall within any of the following 
categories: 

a. An extraordinary, nonrecurring expense which could not reasonably been anticipated or 
included in the utility’s planning; 

1)” An expense resulting from a statutory or administrative directive; 

c. An expense in relation to an industry sponsored initiative; or 

d. An extraordinary or nonrecurring expense that over time will result in a saving that fully 
offsets the cost. 

RESPONSE 

No. The expenses will not fall within the categories listed in a, b, c, or d. 

WITNESS: Diana L Gregory 
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Kentucky Power Company 

REQUEST 

Is KP aware that in Case No. 2005-00096, the Kentucky PSC disallowed Duke Energy's (fllda 
The T.Jnion Light, Heat and Power Company) application to approve a regulatory asset and / or 
liability for certain MISO-related costs? Is the company aware of any cases in which the 
I<entucl<y PSC has approved any trackers or regulatory assetdliabilities for traiismission-related 
costs? 

RESPONSE 

a. Yes. 

WITNESS: Dennis W Bethel 
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entucky Power Company 

REQUEST 

Reference the Myers testimony. Provide the total dollar amounts credited to customers duriiig 
the test year under the existing system sales clause. 'IJsing the same test year data, provide the 
ainounts that would have been credited to customers if the changes had been in effect during that 
per io d . 

a. Provide the same figures based on operating results for the two years preceding the test 
year. 

b. Give that one of the reasons for the proposed change is the economic downturn, in the 
event the PSC approves the proposed change, and in the event the economy improves, 
would the company be willing to restore the OSS sharing mechanism to its current status 
in its next rate case? 

The total dollar amount credited to custoniers during the test year under the existing system sales 
clause and the amount that would have been credited to custoiners under the proposed systein 
sales clause are included in the table below, in the company's response to part 'a'. 

a. See Page 2 of this response as to the monthly Off System Sales Margins shared with the 
retail customers in the test year and preceding two years. In addition, please see tlie table 
below for a comparison of the existing SSC and the proposed SSC. 

b. The company believes that the proposed modification to the OSS sharing mechanism 
better balances the risks and rewards associated with wholesale power markets tliaii does 
the existing system sales clause. The company believes the proposed system sales clause 
will be effective and better balance the risks and rewards under all economic conditions, 
including an improving economy. 

WITNESS: Thomas M. Myers 
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Kentucky Power Company 

REQUEST 

Reference the Phillips testimony. Explain the measures the company already undertakes, and is 
prepared to undertake, to address issues posed by Kudzu and other non-indigenous invasive 
vegetation. 

RESPONSE 

Contractor spray crews are dispatched each summer to cut Kudzu and other vines growing on 
our facilities and to treat the area in the immediate vicinity with herbicides. This work typically 
 commence^ in late June. Other invasive species that often impact or affect access to our facilities 
(e.g. Tree-of-Heaven, Mimosa, Princess tree, Russian & Autumn Olive, Multi flora rose, etc.) are 
cut and/or treated with herbicides during scheduled maintenance activities. 

WITNESS: Everett G Phillips 
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Kentucky Pawer Company 

REQUEST 

Regarding the quarterly customer satisfaction survey conducted by Market Strategies, Inc., is K.P 
satisfied that it is obtaining a representative sample of its customer base? 

a. 

11. 

C. 

d. 

e. 

f. 

g" 

11. 

1. 

How are the surveys conducted? Were any conducted by telephone? If so, what 
percentage of the total surveys? 

What percentage of the customers contacted actually responded? 

How many of KP's customers do not have telephones? 

If surveys were conducted telephonically, were they limited to land lines? 

What margin of error do the surveys have? 

When will the first survey following the December winter storm be Conducted? 

Provide a copy of the most recent Market Strategies, Inc. customer satisfaction survey. 

State whether the data collected in these surveys iiicludes questions regarding satisfaction 
with cost of sewice. If not, why not? 

State whether the data collected from these surveys includes questions regarding 
reliability and outages. If not, why not? 

RESPONSE 

(a) The residential study is fully (100%) administered by telephone using random-digit- 
dialing within the telephone exchanges located in our service territory. The coinmercial 
study also uses a telephone methodology (1 OO%), with sampling of commercial 
customers with deinands of less than 750 1tW. Each year about 400 residential and small 
commercial customers are surveyed. 
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For the 2009 srwey, sixty-six percent of customers contacted responded (300 of 4.57). 

Neither ow vendor or Kentucky Power maintains data that indicates how many of the 
company’s customers do not have telephone lines. 

Yes. Currently all surveys are conducted via land lines. Our vendor, MSI, has begun to 
work with utilities to conduct surveys on cellular phones. AEP is currently considering a 
pilot of cellular phone surveys in 201 0. 

The annual residential and commercial surveys have a margin of error of +/- 4.9% and 
5.4%, respectively. 

The first surveys following the December winter storm occurred and continue to occur 
during January and March 20 10. 

See the following pages for a copy of the 2009 MSI survey. 

Both residential and commercial surveys include questions that inquire specifically about 
reasonableness of rates and the keeping electric rates as low as possible. 

Both residential and commercial surveys include questions that inquire specifically about 
providing reliable electric service, providing good electric power quality, and restoring 
electric service when outages occur. 

WITNESS: Everett G Pliillips 
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Attorney General First Set of Data Requests 

Dated February 12,2010 
Item No. 28 
Page 1 of 2 

entucky Power Company 

REQUEST 

In KP's last rate case; it proposed the implementation of a vegetation management program 
having the capability of identifying every tree in the company's right of way. It is the Attorney 
General's understanding that this program was not implemented due to cost concerns. Is the 
program the company proposes to implement in the instant rate case the same as the one it 
attempted to implement in the last case? 

a. 

b. 

C. 

d. 

e. 

f. 

Will the cost be comparable to the cost for that prior contemplated program? 

If the cost is the same or comparable, explain the necessity of identifying and 
inventorying all vegetation? 

What alternatives exist? For example, would it be possible to grade the vegetation in a 
given area on a numeric scale based upon growth rate? 

How large of an area would be involved in the collection, inventory, storage, prediction, 
a id  analysis of specific vegetation data? Would it be by circuit? Would it require every 
tree to be inventoried? How much time would be required to conduct all the measures 
outlined above with regard to each single tree? 

What requirement does the company have to put into place such a comprehensive 
system? 

Is I<P looking for a perfect system, or one that is reasonable? Does KP think its 
customers want a perfect system or one that is reasonable based on current industry 
standards ? 

RESPONSE 

(a) The 201 0 Enhanced Vegetation Initiative proposal is comparable to the program 
proposed in the last rate case. However, additional vegetation growth has occurred on our 
system since 2005. American Electric Power Service Corporation (AEPSC) has also 
iinproved its models used to estimate the costs in transitioning to a cycle-based approach 
to vegetation management. 
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(b) The 2010 proposal includes a vegetation inventory as part of the first year transition 
froin a performance-based to a cycle-based approach. This inventory will be a sample of 
the vegetation along distribution ROWS. Growth rates of the prominent tree species on 
our system will be determined at this time also. This inventory will allow us to develop a 
five-year plan that will allow 11s to maximize the allocation of resources. 

(c) Grading the vegetation in a given area on a numeric scale based on growth rate would not 
lake into account other important aspects of the proposed vegetation iiiveiitory as 
discussed in the Direct Testimony of Company witness Phillips at page 14. 

(d) As part of the cwrrent work planning process, data is collected on which trees need to be 
trimmed or removed. As part of the proposal, there would be an additional step of 
entering this data into the new program, which would form the basis for the vegetation 
iiiveiitory. This information will be used to develop future vegetation management plans 
to address these locations before they grow back into the Company's power lines. This 
vegetation inventory would be completed for the whole system as each circuit is 
reviewed and planned for vegetation management during each four-year cycle. 

(e) ICPCo wants to provide a safe and reliable distribution system that meets the expectations 
of its customers. The proposed Enhanced Vegetation Initiative will take reliability to the 
next level, moving the Company to a four-year vegetation management cycle. The 
Company's customers want and deserve reliable service and the Enhanced Vegetation 
Initiative is the method to help meet that expectation. 

(f) A perfect, storm-proof system in the heavily forested and steep terrain of eastern 
Kentucky would not be economically feasible. 

WITNESS: Everett G Phillips 
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REQUEST 

Mr. Phillips at p. 24 states that long term costs will decrease once a four-year cycle is achieved. 
If costs do so decrease and assuming the PSC approves the program, would the company agree 
to re-assess the program in its next rate case? 

RESPONSE 

Yes,  the Company would agree to re-assess the program in its next base rate case, if necessary. 

WITNESS: Everett G Phillips 
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awer Company 

REQUEST 

Mr. Pliillips at p. 30 states with regard to the Enhanced Inspection and Mitigation program that 
the AEPSC recommends an approximate I 0-year inspection cycle. Explain frilly why the 
company has failed to adhere to the recommended inspection cycle. 

a. Based upon the levels of 0 & M and capital built into the company's base rates since the 
last rate case, what kind of inspection cycle would be supported? 

b. Provide the amount of the additional revenue increment KP obtained in its last rate case. 
State whether any amounts of that revenue increment were utilized in any manner to 
enhance the degree and / or frequency of right of way maintenance. 

RESPONSE 

Due to inflationary pressures and limited funding, it has been difficult for the Company to 
maintain the desired inspection cycle. In addition, management decisions regarding the inost 
appropriate use of what funding is available has resulted in the redirection of hiids to inspection 
and mitigation programs, as well as vegetation management. 

a) The Company is unable to identify the level of O&M and capital built illto base rates 
specifically for the Equipment Inspection Program. 

(b) No incremental revenue associated with the last rate case was designated for right-of-way 
maiiitenance; however ftmds were increased by 24% for R/W maintenance as stated in 
Phillips' direct testimony on page 22. 

WITNESS: Everett G Phillips 
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REQUEST 

As a result of the merger of AEP with Central & South Western Corp. (PSC Case No. 1999- 
0149)' I<P agreed to file a variety of reliability information with the PSC. Identify what, if any 
such reliability information provided to the PSC revealed the trend of deteriorating reliability 
stated in the company's testimony filed in the instant case, and provide copies of any documents 
revealing that deterioration. 

RESPONSE 

The following table summarizes the reliability information provided to the PSC: 

Kentucky Power Reliabiliiy Indices 
Includes all Sustained 1 Excludes IEEE-defined Major 

Notes. 
- CalDl and SAID1 are provided in minutes 
- Sustained interruption is an outage that exceeds five minutes in duration 
- Kentucky Power is utilizing the major event day methodologythat is 

outlined in IEEE Std. 1 366TM-2003, IEEE Guide for Electric Powier 
Distribution Reliabilitv Indices as its "major event' definition for this 
response. 

This information was provided as per PSC Case 1\50. 1999-01 49 and PSC Case No. 2006-0494 
and is available on the PSC's website. 

WITNESS: Everett G Phillips 
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REQUEST 

Provide a copy of all studies, analyses, and correspondence that address the economics and/or 
cost effectiveness of the perforrnance-based versus cyclic vegetation management approach 
relied 011 by the Company in its assertions that a cyclic approach is superior and should be 
adopted. Please make certain that the produced materials reference the cost-effectiveness of the 
coiiipany’s proposals in this regard. 

RESPONSE 

The cost effectiveness of a performance-based or a cycle-based vegetation managemeiit program 
is determined by the associated level of customer satisfaction and the reliability of the 
distribution system. It has been proven that moving from a performance-based approach to a 
cycle-based approacli to vegetation management significantly improves reliability. This point 
was made in the Direct Testimony of Company witness Phillips at page 21 describing the 
significant improvement in reliability realized by Public Service Company of Oltlahoma. The 
cost effectiveness of the Company’s Enhanced Vegetation Initiative will be iiieasured by 
iinprovements in reliability and customer satisfaction with a more reliable system. 

WITNESS: Everett G Phillips 
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entucky Power Co 

REQUEST 

State whether the proposed enhancements to the company’s vegetation management program 
will: (a) reduce 0 & M expense, and if so, by what amount; (b) reduce both recurring annual 
transmission and distribution plant investment and removal costs due to longer line and 
equipment life; and (c) increase revenues due to increased usage which otherwise would have 
been foregone during outages. 

RESPONSE 

a) The proposed enhancement to the Company’s vegetation management program is 
focused on increasing the Company’s reliability. With an increase in reliability, there is 
the possibility of a reduction in O&M expenses related to service restoration. No analyses 
or calculations have been conducted to determine what, if any, these reductions inay be. 

b) The proposed enhancement to the Company’s vegetation management program is 
focused on increasing the Company’s reliability. With an increase in reliability, there is 
the possibility of a reduction in capital expenses related to service restoration. No 
analyses or calculations have been conducted to determine what, if any, these reductions 
may be. 

c) The Coinpany does not anticipate any material increase in revenues due to increased 
usage which otherwise would have been foregone during outages. 

WITNESS: Everett G Phillips 
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ower Company 

REQUEST 

Will the proposed "Gridsmart" initiative allow the company to complete discoiinectioiis 
remotely without any hurnan involvement at the point of utility connection? If so, explain 
whether the company will be reducing or eliminating charges for disconnects, and if reduced, the 
amount thereof 

WSPONSE 

No, AMI is not included in the Company's proposal. The proposed gridSMART initiative 
iiicludes Station SCADA, Distribution SCADA, IVVC, and DA as explained in the testiinoiiy of 
Company witness Pliillips on pages 33 to 40. 

WITNESS: Everett G Phillips 
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ower Company 

=QUEST 

In PSC Case No. 2006-00494, the company's response to PSC 1-12 indicated that it utilizes 
audits, the results of which are entered into the R W  Program (which is owned by AEP). Would 
it be inore cost effective to modify this existing program rather than adopting the apparent new 
software and attendant human input necessary to comprehensively inventory all vegetation and 
every tree in the company's right of way? 

RESPONSE 

The RWM software was developed to specifically track the actual work completed and is used to 
calculate time required to complete certain units of work performed during vegetation 
maiiagement activities. The data housed in RWM is input from the work crew's daily tiniesheet. 
Considerable effort would be required to modify this program to include the additional 
fuiictionality of accumulating and tracking vegetation inventory information. Based on options 
analyzed by the Company, using a third-party software package is the most cost-elfective 
method for the inventories to be performed with the proposed vegetation management program. 

WITNESS: Everett G Phillips 
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entucky Power Company 

REQUEST 

In PSC Case Nos. 2005-00090 and 2006-00494 (in particular, PSC 2-2 in that latter case), tlie 
company stated its acceptable SAIDI level was 7.87. Does the company intend to reinaiii at this 
level or to improve it? 

a. If the company does not intend to improve its SAIDI level, explain fully why it is 
necessary to spend more funds for improved programs when the level of fiinds previously 
budgeted to achieve that level of SAIDI was already achieving that level. 

b. For each $1 million spent in the proposed enhancement program, state tlie percentage 
iinprovement the company expects to receive in the CAIDI, SAIFI, SAIDI indices. 

c. Will the company’s proposed enhancements give any priority to its 10 worst-performing 
circuits, or would all circuits receive the same priority? 

RESPONSE 

a. The Company intends to improve its SAIDI, through the impleiiieiitation of the 
Reliability and Service Enhancement Plan. 

b. The Coinpany can not correlate improvements to CAIDI, SAIFI and SAIDI to $1 million 
increments spent on the proposed enhancement plan. The benefits of iinplenientiiig a 
cycle-based program can only be realized once the first cycle has been completed. On 
lines 16 through 18 on page 13 of his testimony, Company witness Pliillips further 
illustrates the goal of this program when he identifies that the Company intends to 
maintain vegetation such that, over the four-year cycle, vegetation will not grow into the 
Company’s lines. Further, as Phillips states on line 4 of page 20 a 47% reduction of tree- 
caused sustained outages could be realized once the program is fully implemented. 

c. As the Company transitions from a performance-based approach to a cycle-based 
approach, it will give priority to those circuits that have the highest volume of customer 
and/or tree-related outage concerns. 

WITNESS: Everett G Phillips 
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entucky Power Co 

REQUEST 

Excluding major events, are IQ’s SAIFI, CAIDI, and SAIDI indices within or outside of industry 
norms? Provide complete details. 

RESPONSE 

The Company’s SAIFI, CAIDI, and SAIDI are higher as compared to the other IOU’s within 
Kentucky (Duke Kentucky, Kentucky Utilities, and Louisville Gas & Electric). However, it 
should be noted that KPCo does not necessarily consider these IOU’s as peer coinpanies for 
purposes of those measures. Comparisons of these indices are not definitive given the many 
differences between utilities, such as geography, topography, customer density, weather, urban 
vs. rural territory, level of forestation, differences in local ordinances, ability to access electric 
facilities, etc. 

Regardless of comparisons, KPCo’s SAIFI, CAIDI, and SAIDI have shown a negative trend 
when benchmarked against itself over the past few years. It is for this reason, which the 
Company is seeking to implement its proposed Reliability and Service Eill?ancemeiit P h i  in 
order to improve reliability. 

WITNESS: Everett G Phillips 
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tueky Power Company 

REQIJEST 

Provide the company's line loss figures for each of the past ten (10) years. 

RESPONSE 

See Pages 2 thru 9 of this response. 

WITNESS: Enol K Wagner 
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REQIJEST 

State whether the company maintains any insurance policies to cover lost reveillies due to 
outages. If so, provide a copy of any and all applicable declarations pages. Provide a summary 
of all claims and any insurance proceeds to cover such losses for the last five ( 5 )  years. 

RESPONSE 

No, Kentucky Power does not maintain any insurance policies to cover lost revenues due to 
outages. 

TMESS: Errol I< Wagner 

1 
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ower Company 

State whether the company engages in any type or sort of hedging operations to mitigate any lost 
revenues due to outages. If so, provide copies of any and all relevant documents. Provide a 
suininary of all proceeds received or earned to mitigate any such losses for the last five ( 5 )  years. 

W,SPONSE 

ICeiitucky Power Company is a member of the AEP East pool. Forced outages and curtailments 
to tlie Companies’ generating resources, as well as other impacts due to weather or load 
variations are managed on an AEP East basis along with those of the other AEP East pool 
members. Many “hedging” transactions or short-term transactions are based on AEP’s load and 
generating unit commitment profiles. In this sense, hedging is a continuous process or  
optimization that AEPSC performs relative to its resjJonsibilities as Agent to ~irovide for 
economic purchases and sales of electric energy in the wholesale markets, functions that need to 
be performed if native load customers of the AEP East pool are to receive reliable electric 
service at the lowest reasonable costs. While replacement power may be secured if needed to 
ininiiiiize the effects of any generation or load variations on an AEP East fleet basis, replacement 
power is not categorized as replacing any specific generating capacity. 

WETNESS: Thomas M. Myers 
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ent 

REQUEST 

State whether the company maintains any insurance policies to cover any type or sort of 
expenses incurred due to outages, including additional contract labor and materials necessary to 
complete restoration. If so, provide a copy of any and all applicable declarations pages. Provide 
a summary of all claims and any insurance proceeds to cover such losses for the last five (5) 
years. 

RESPONSE 

Kentucky Power does not maintain insurance policies that cover expenses incurred due to 
outages from damage to distribution or transmission lines beyond 1,000 ft. of our substations and 
generating stations. 

WITNESS: Errol K Wagner 
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entueky Power Company 

REQIJEST 

As a result of the Operating Agreement KP maintains with other AEP affiliates, state wlietlier I<P 
receives any remuneration or reimbursement of any type or sort for outages or line loss. If so, 
provide complete details. 

RESPONSE 

The Company is not sure what is meant by the term "Operating Agreement KP inailitairis with 
other AEP affiliates". If the questioner is referring to the AEP Interconnection Agreemelit, 
KPCo's primary capacity is not reduced when KPCo's primary capacity resources (Big Sandy, 
Rockport) are in an outage state. Consequently, I(ECo is not required to pay more for pool 
capacity during these outage periods than if the generation was available €or dispatch. PJM 
outage-associated penalties and costs, if any as a result of such an outage, are MLR-allocated 
among the five East Operating Companies, so KPCo incurs an MLR share of any such costs. 
ICPCo is also able to acquire cost-based power and energy from the other East Companies during 
such an outage when it is available and less costly than purchases in the market. 

Regarding line loss, PJM moved to a financial settlement of losses with the iinplementation of 
marginal losses in 2007. Since losses are paid on a marginal basis, more revenues are collected 
by PJM than the total cost of PJM losses, which results in a surplus. ICPCO receives an 
allocation of both the PJM charges incurred by the East Pool and an allocation of the PJM 
surplus credit.These line losses are allocated between Off System Sales (OSS) and Load Serving 
Entity (LSE). Both the line loss charge and the line loss su-plus are reflected in the monthly 
System Sales Tracker and the monthly Company's FAC. 

WITNESS: Errol IC Wagner 
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REQUEST 

ldeiitii'y what portions of the proposed enhancement program have been incurred during the test 
year. If none, state in detail why the company did not implement any sort or type of enhanced 
program during the test year, especially in light of the trend of deteriorating reliability of wliich 
the company, and its customers have all taken note. 

a. Is the company aware that its customers are outraged at the company for not perforiiiiiig 
adequate right of way maintenance, which has led to increased frequency of outages and 
duration of outages? 

RESPONSE 

While the Company has invested in reliability programs in the test year, it has not iinpleinented 
any of the incremental Reliability and Service Enhancement programs. ICPCo is proposing a 
Reliability and Service Enhancement Plan to improve reliability on its distribution system and 
has asked for additional funding in this proceeding. 

a,) KPCo is aware of customers' complaints coiiceming reliability and addressed all 
complaints as they were received. In addition, the Company has been in frequent 
communications with the County Judge Executives of Pike and Letcher Counties. Again, 
it is due to these complaints and the deteriorating reliability that KPCo is asking for 
additional funds to improve its reliability and address these concerns, 

WITNESS: Everett G Phillips 
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REQUEST 

Please state the levels of accumulated depreciation and accumulated deferred income taxes that 
would be created associated with the additional plant investment created during the time frame of 
tlie proposed enhancement program. 

RESPONSE 

The levels of accumulated depreciation and accumulated deferred income tax that would be 
created associated with the additional plant investment created during the time frame (5 years) of 
the proposed enhancement program are attached. 

WITNESS: Errol I< Wagner 
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I Capital Expenditures By Year 1 
Total Year 1 Year 2 Year 3 Year 4 Year 5 

4,720,000 4,720,000 4,720,000 4,720,000 4,720,000 4,720,000 
8,190,000 8,190,000 8,190,000 8,190,000 8,190,000 
8,480,000 8,480,000 8,480,000 8,480,000 
7,530,000 7,530,000 7,530,000 
7,350,000 7,350,000 

36,270,000 4,720,000 12,910,000 21,390,000 
-- 

28,920,000 36,270,000 

Book Depreciation Recorded by Year Book Rates 
Year 1 3.960% 93,456 186,912 186,912 186,912 186,912 
Year 2 3.960% 162,162 324,324 324,324 324,324 
Year 3 3.960% 167,904 335,808 335,808 

Year 5 3.960% 145,530 
Year 4 3.960% 149,094 298,188 

Total Book Depreciation By Year 

Accumulated Book Depreciation @ End of Year 

93.456 349,074 679,140 996,138 1,290.762 

93,456 442,530 1,121,670 2,117,808 3,408,570 

Tax Rates 
269,654 

Year 2 7.219% 307,125 591,236 546,273 505,896 
Year 3 6.670% 318,000 612,171 565,616 
Year 4 6.177% 282,375 543,591 
Year 5 5.713% 275,625 

Tax Depreciation Recorded by Year - 
Year 1 3.750% 177,000 34,737 314.824 291,554 

Total Tax Deprecialion By Year 177.000 647,862 1,224,060 1,732,373 2,160,382 

Accumulated Tax Depreciation @ End of Year 177,000 824.862 2,048.922 3,781,295 5,941,677 

Accumulated Excess Tax vs. Book Depreciation 

Federal Income Tax Rate 

Accumulated DFlT Asset <Liability> @ End of Year 

(382,332) (927,252) (1,663,487) (2,533,107) 

35% 35% 35% 35% 35% 

(29,240) (1 33,816) (324,538) (582,2207 (886,587) 

(83.544) 
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entucky Power Co 

IWQUEST 

With regard to IO'S proposed 1 1.75% return on equity, please identify any comparable utilities 
actually earning such a rate. 

RIESPONSE 

Please refer to the response to Attorney General 1st Set, Item No. 49 for financial returiis earned 
by comparable utilities. 

WITNESS: Errol IC Wagner 
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REQUEST 

Confirm that pursuant to AEP's latest quarterly SEC filing, corporate net income rose 57% based 
on higher utility rates. 

a. Confirm the statement of AEP Chief Executive Michael Morris that, "Residential and 
Commercial sales -- an area of significant year-to-year growth before the recession -- have 
stalled but haven't declined as much as expected . . .[t]hese factors have 11s cautiously 
optimistic for improvement in the months ahead.'' 

RESPONSE 

Rased on the AEP press release on Form 8K filed on January 28,2010, earnings on a GAAP 
basis for the 4th quarter of 2009 vs. the 4th quarter of 2008 were 57% higher. 

Also iiicluded in that press release on page 2 is the quote from Michael G. Morris. See attached 
for a copy of the press release. 

WITNESS: Errol K Wagner 
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s 
MEDIA CONTACT: ANALYSTS CONTACT: 
Pat D. Hemtepp 
Director, Corporate Media Relations 

Bette Jo Rozsa 
Managing Director, Investor Relations 

614/716-I 620 6 1 4/7 I 6-2840 

EDIATE RELEASE 

-QUART GS 

Fourth-quarter earnings $0.50 per share GAAP and ongoing 
2009 year-end earnings $2.96 per share GAAP, $2.97 per share ongoing 
AEP reafTirms its 2010 ongoing guidance range of between $2.80 and $3.20 per share 

AMERICAN ELECTRIC POWER 
Preliminary, unaudited results 

4th auarter ended Dec. 31 12 months ended Dec. 31 
2008 2009 Variance 2008 2009 Variance 

Revenue ($ in billions) 3.2 3.3 0.1 14.4 13.5 (0.9) 

GAAP 1 52 238 86 1,380 1,357 (23) 
Earnings ($ in millions): 

Ongoing 237 238 1 1,301 1,362 61 

GAAP 0.38 0.50 0.12 3.43 2.96 (0.47) 
Ongoing 0.59 0.50 (0.09) 3.24 2.97 (0.27) 

EPS ($): 

EPS based on 404mm shares in Q4 2008,478mm in Q4 2009,402mm in 12 mo. 2008 and 459mm in 12 mo. 2009 

COLUMBUS, Ohio, Jan. 28, 2010 -American Electric Power (NYSE: AEP) today reported 2009 year- 

end earnings, prepared in accordance with Generally Accepted Accounting Principles (GAAP), of 

$1.357 billion or $2.96 per share, compared with $1.380 billion or $3.43 per share in 2008. Ongoing 

earnings (earnings excluding special items) for 2009 were $1,362 billion or $2.97 per share, 

compared with $1.301 billion or $3.24 per share in 2008. 

GAAP and ongoing earnings for fourth-quarter 2009 were $238 million or $0.50 per share, 

compared with fourth-quarter 2008 GAAP earnings of $152 million or $0.38 per share and fourth- 

quarter 2008 ongoing earnings of $237 million or $0.59 per share. 

shares outstanding, which reduced ongoing earnings for 2009 by $0.42 per share for the year and 

$0.09 per share for the quarter as compared with the prior periods. 

For the year, GAAP earnings were $5 million lower than ongoing earnings, primarily because 

of the reapplication of cost-of-service regulation for the generation portion of electric utility service for 

The per-share results for the year and the fourth quarter reflect the dilutive effect of additional 

1 
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the Texas jurisdiction of AEP’s Southwestern Electric Power Co. utility. 

included in tables at the end of this news release. 

A full reconciliation of GAAP earnings with ongoing earnings for the quarter and year is 

“We’re pleased with our results for the quarter and year when considering the economic 

conditions we faced,” said Michael G. Morris, AEP chairman, president and chief executive officer. 

“We anticipated reduced sales in 2009 and took steps to maintain our levels of service while tightly 

controlling costs. The success of this effort is evident in our operations and maintenance expenses for 

2009. We kept these expenses virtually flat with 2008 and would have been below 2008 levels without 

the costly recovery efforts after winter storms in our eastern utilities in late December. 

“The economy remains a concern,” Morris said. “The best news is that we aren’t seeing a 

continued decline in sales. Industrial sales in the fourth quarter were consistent with what we saw in 
the third quarter and actually showed a slight uptick in December, although one month definitely 

doesn’t represent a trend. Residential and commercial sales - an area of significant year-to-year 

growth before the recession - have stalled but haven’t declined as much as expected. These factors 

have us cautiously optimistic for improvement in the months ahead.” 

EARNINGS GUIDANCE 

AEP reaffirmed its ongoing guidance range for 2010 of between $2.80 and $3.20 per share. In 

providing ongoing earnings guidance, there could be differences between ongoing earnings and 

GAAP earnings for matters such as, but not limited to, divestitures or changes in accounting 

principles. AEP management is not able to estimate the impact, if any, on GAAP earnings of these 

items. Therefore, AEP is not able to provide a corresponding GAAP equivalent for earnings guidance. 

ARY ONGOING RESULTS BY SEGMENT 
$ in millions except EPS 

Utility Operations 
Ongoing EPS 

AEP River Operations 
Ongoing EPS 

Generation and Marketing 
Ongoing EPS 

All Other 
Ongoing EPS 

Ongoing Earnings 
Ongoing EPS 

Q4 08 
182 

0.45 
34 

0.09 
22 

0.05 
(1 1 

0.00 
237 
0.59 

Q4 09 
207 
0.44 

25 
0.05 

8 
0.02 
(2) 

(0.01) 
238 
0.50 

Variance 
25 

(0.01) 
(9) 

(14) 

(1) 
(0.01) 

(0.09) 

(0.04) 

(0.03) 

I 

12 mo. 08 
1,212 
3.02 
55 

0.14 
65 

0.16 
(31) 

(0.08) 
1,301 
3.24 

12 mo. 09 
1,321 
2.88 

47 
0.1 0 

41 
0.09 
(47) 

(0.10) 
1,362 
2.97 

Variance 
I09  

(0.14) 

(0.04) 

(0.07) 

(8) 

(24) 

(16) 
(0.02) 

61 
(0.27) 

EPS based on 404mm shares in Q4 2008,478mrn in Q4 2009,402mm in 12 mo. 2008 and 459mm in 12 mo. 2009 

Ongoing earnings from Utility Operations increased by $25 million during fourth-quarter 2009 

compared with fourth-quarter 2008. This reflects increased retail rates throughout AEP’s utility service 

territory, which were somewhat offset by lower sales to industrial customers and increased expenses. 

For the 12-month period, ongoing earnings from Utility Operations increased by $109 million 

2 
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from 2008 because of increased retail rates and increases in transmission and other margins. These 

improvements were partially offset by lower off-system sales, lower sales to industrial customers and 

higher expenses. 

AEP's River Operations results were $9 million lower during fourth-quarter 2009 than in the 

same period the prior year because of lower grain rates and reduced imports, which weakened freight 

demand. This was partially offset by lower operating expenses. For the year, results were $8 million 

lower than 2008 because of the continued lack of imports, which reduced northbound loadings, freight 

demand and rates. 

Generation and Marketing, which includes AEP's non-regulated generating, marketing and risk 

management activities, primarily in the Electric Reliability Council of Texas (ERCOT) area, decreased 

to $8 million in the fourth-quarter 2009 from $22 million during the same period in 2008, primarily 

because of reduced gross margins from marketing activities. For the year, earnings decreased to $41 

million from $65 million in 2008 because of lower gross margins at the Oklaunion Power Station, 

attributed primarily to lower power prices in the ERCOT region, and decreased generation from AEP's 

wind farms. 

All Other, which includes the Parent Company and other investments, was lower in 2009 

compared with 2008 primarily because of lower interest income and favorable tax adjustments in the 

prior year, partially offset by lower interest expense, all at the Parent. 

ONGOlNG RESULTS FRO UTILITY OPERATIONS 
$ in millions except EPS 

Q4 08 Q4 09 Variance 12 mo. 08 12 mo. 09 Variance 

Ohio Companies 607 670 63 2,431 2,733 302 
West Regulated Integrated Utilities 237 260 23 1,057 1,160 103 
Texas Wires 127 137 10 537 571 34 
Off-System Sales 59 68 9 a45 337 (508) 
Transmission Revenue - 3rd Party 82 a5 3 329 354 25 

East Regulated Integrated Utilities 657 613 (44) 2,278 2,461 I a3 

Other Operating Revenue 
Utility Gross Margin 

130 175 45 569 767 i 98 
1,899 2,008 109 8,046 8,383 337 

Operations & Maintenance (933) (1,007) (74) (3,368) (3,411) (43) 

Taxes Other Than Income Taxes (180) (178) 2 (749) (751) (2) 
Interest Expense & Preferred Dividend (21 9) (238) (1 9) (871) (919) (48) 

Depreciation & Amortization (351) (388) (37) (1,450) (1,561) (111) 

Other Income & Deductions 34 39 5 171 133 (38) 
Income Taxes (68) (29) 39 (567) (553) 14 

Utility Operations Ongoing Earnings 182 207 25 1,212 1,321 109 - -  

Ongoing EPS 0.45 0.44 (0.01) 3.02 2.88 (0.14) 
EPS based on 404mm shares in Q4 2008,478mrn in Q4 2009,402mm in 12 mo. 2008 and 459mm in 12 mo. 2009 

Retail Sales - Results for the fourth quarter improved from the same period in 2008 primarily 

because of rate increases in Virginia, Indiana and Oklahoma and the implementation of the Ohio 

Electric Security Plan, which includes the activation of a fuel clause at the Ohio Companies. The 

positive impact of the rate changes was somewhat offset by lower sales to industrial customers. 

3 
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Fourth-quarter heating degree days were 3 percent below normal and 13 percent lower than in the 

same period in 2008 in AEP’s eastern service territory. In AEP’s western service area, heating degree 

days were I 1  percent higher than normal and 6 percent higher than in the same period in 2008. 

Unfavorable weather, primarily in AEP’s eastern service areas, decreased margins in the quarter by 

$1 8 million. 

For the year, retail margins were higher than in 2008 because of rate increases and the 

activation of a fuel clause at the Ohio Companies, offset by lower sales to industrial customers and 

unfavorable weather, primarily during the summer months. In AEP’s eastern service territory, cooling 

degree days for 2009 were 19 percent below normal and 14 percent below 2008. In the western 

portion of the service territory, cooling degree days were 12 percent below normal and 5 percent 

below 2008. The effect of the unfavorable weather reduced margins by approximately $52 million from 

the prior year. 

than in fourth-quarter 2008 primarily because of increased trading and marketing margins, partially 

offset by lower prices on physical sales. For the year, volumes and prices were depressed by weak 

market demand, reflecting the struggling economy and mild weather in the eastern territory. 

Transmission Revenues - 3rd Party - Transmission revenues increased in fourth-quarter 

2009 compared with the same period in 2008 primarily because of higher ERCOT revenues. For the 

year, the increase in revenues over 2008 was the result of higher revenues in both ERCOT and the 

Southwest Power Pool. 

Other Operating Revenue - Other operating revenues were higher during 2009 compared 

with 2008 primarily because of the accidental-outage insurance payments related to the September 

2008 turbine vibration and subsequent outage at the Donald C. Cook Nuclear Plant in Bridgman, 

Mich. A portion of these insurance proceeds was used to reduce bills to Indiana and Michigan 

customers. The unit returned to service in December 2009. 

Off-System Sales - Gross margins from Off-System Sales for the fourth quarter were higher 

aintenance - Operations and maintenance expenses increased $74 million 

during fourth-quarter 2009 compared with the same period in 2008 primarily because of storm 

restoration expenses incurred during December 2009 in AEP’s eastern service areas, increased plant 

outage costs and higher employee benefit expenses. These increases were somewhat offset by a 

reduction in other operating expenses. For the year, O&M expenses increased $43 million, or about I 

percent, from 2008, demonstrating the effectiveness of the company’s continued cost-control efforts. 

The 2009 expenses, which included the December 2009 storm-related costs and the increased 

employee benefit expenses, are compared with 2008 O&M expenses that were reduced by the 

establishment of a regulatory asset to recover storm expenses incurred in 2007 by Public Service 

Company of Oklahoma. 

Depreciation & Amortization - Depreciation expenses were higher in 2009 than in 2008 for 
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both the fourth quarter and year, primarily because of an increase in plant balances and higher 

depreciation rates at Ohio Power. 

quarter and year over the same periods in 2008 is primarily because of increased long-term debt 

borrowings. 

Other Income & Deductions - The decrease in Other Income & Deductions for the year 

compared with the same period in 2008 is primarily because of lower interest income and lower 

carrying-cost income. These decreases were partially offset by increased Allowance for Funds Used 

During Construction. 

Interest Expense & Preferred Dividends - The increase in Interest Expense for the fourth 

WEBCAST 

American Electric Power’s quarterly conference call with financial analysts will be broadcast 

live over the Internet at 10 a.m. EST today at http://www.aep.com/go/webcasts. The webcast will 

include audio of the conference call and visuals of charts and graphics referred to by AEP 

management during the call. The charts and graphics will be available for download at 

http://www.aep.com/gohvebcasts . 

the live webcast. Archived calls also are available as podcasts. 

http://windowsmedia.com/download, and at least a 56Kbps connection to the Internet. 

The call will be archived on http://www.aep.com/go/webcasts for those unable to listen during 

Minimum requirements to listen to broadcast: Windows Media Player software, free from 

American Electric Power is one of the largest electric utilities in the United States, delivering 

electricity to more than 5 million customers in 11 states. AEP ranks among the nation’s largest 

generators of electricity, owning nearly 38,000 megawatts of generating capacity in the U.S. AEP also 

owns the nation’s largest electricity transmission system, a nearly 39,000-mile network that includes 

more 765-kilovolt extra-high voltage transmission lines than all other U.S. transmission systems 

combined. AEP’s transmission system directly or indirectly serves about 10 percent of the electricity 

demand in the Eastern Interconnection, the interconnected transmission system that covers 38 

eastern and central US. states and eastern Canada, and approximately 11 percent of the electricity 

demand in ERCOT, the transmission system that covers much of Texas. AEP’s utility units operate as 

AEP Ohio, AEP Texas, Appalachian Power (in Virginia and West Virginia), AEP Appalachian Power 

(in Tennessee), Indiana Michigan Power, Kentucky Power, Public Service Company of Oklahoma, 

and Southwestern Electric Power Company (in Arkansas, Louisiana and east Texas). AEP’s 

headquarters are in Columbus, Ohio. 

AEP’s earnings are prepared in accordance with accounting principles generally accepted in 

the United States and represent the company’s earnings as reported to the Securities and Exchange 
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Commission. AEP's management believes that the company's ongoing earnings, or GAAP earnings 

adjusted for certain items as described in the news release and charts, provide a more meaningful 

representation of the company's performance. AEP uses ongoing earnings as the primary 

performance measurement when communicating with analysts and investors regarding its earnings 

outlook and results. The company also uses ongoing earnings data internally to measure performance 

against budget and to report to AEP's board of directors. 
--- 

This report made by AEP and its Registrant Subsidiaries contains forward-looking statements within the meaning of Section 21E of the 
Securities Exchange Act of 1934. Although AEP and each of its Registrant Subsidiaries believe that their expectations are based on 
reasonable assumptions, any such statements may be influenced by factors that could cause actual outcomes and results to be materially 
different from those projected. Among the factors that could cause actual results to differ materially from those in the fonvard-looking 
statements are: electric load and customer growth; weather conditions, including storms; available sources and costs of, and transportation 
for, fuels and the creditworthiness and performance of fuel suppliers and transporters; availability of necessary generating capacity and the 
performance of AEP's generating plants, including AEP's ability to restore Indiana Michigan Power's Donald C. Cook Nuclear Plant Unit 1 in 
a timely manner; AEP's ability to recover regulatory assets and stranded costs in connection with deregulation; AEP's ability to recover 
increases in fuel and other energy costs through regulated or competitive electric rates; AEP's ability to build or acquire generating capacity, 
including the John W. Turk Jr. Plant, and transmission line facilities (including the ability to obtain any necessary regulatory approvals and 
permits) when needed at acceptable prices and terms and to recover those costs (including the costs of projects that are canceled) through 
applicable rate cases or competitive rates; new legislation, litigation and government regulation, including requirements for reduced 
emissions of sulfur, nitrogen, mercury, carbon, so01 or particulate matter and other substances that could impact the continued operations 
of AEP's plants; timing and resolution of pending and future rate cases, negotiations and other regulatory decisions (including rate or other 
recovery of new investments in generation, distribution and transmission service and environmental compliance); resolution of litigation 
(including the dispute with Bank of America); AEP's ability to constrain operation and maintenance costs; the economic climate and growth 
or contraction in AEPs service territory and changes in market demand and demographic patterns; inflationary or deflationary interest rate 
trends; volatility in the financial markets, particularly developments affecting the availability of capital on reasonable terms and 
developments impairing AEP's ability to finance new capital projects and refinance existing debt at attractive rates; the availability and cost 
of funds to finance working capital and capital needs, particularly during periods when the time lag between incurring costs and recovery is 
long and the costs are material; AEP's ability to develop and execute a strategy based on a view regarding prices of electricity, natural gas 
and other energy-related commodities; changes in the creditworthiness of the counterparties with whom AEP has contractual 
arrangements, including participants in the energy trading market; actions of rating agencies, including changes in the ratings of debt; 
volatility and changes in markets for electricity, natural gas, coal, nuclear fuel and other energy-related commodities; changes in utility 
regulation, including the implementation of the recently passed utility law in Ohio and the allocation of costs within regional transmission 
organizations, including PJM and SPP; accounting pronouncements periodically issued by accounting standard-setting bodies; the impact 
of volatility in the capital markets on the value of the investments held by AEP's pension, other postretirement benefit plans and nuclear 
decommissioning trust and the impact on future funding requirements; prices and demand for power that AEP generates and sells at 
wholesale; changes in technology, particularly with respect to new, developing or alternative sources of generation; and other risks and 
unforeseen events, including wars, the effects of terrorism (including increased security costs), embargoes and other catastrophic events. 
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American Electric Power 
Financial Results for 4th Quarter 2009 Actual vs 4th Quarter 2008 Actual 

2008 Actual 2009 Actual 
($ millions) EPS ($ millions) EPS 

UTILITY OPERATIONS: 
Gross Margin: 

East Regulated Integrated Utilities 
Ohio Companies 
West Regulated Integrated Utilities 
Texas Wires 
Off-System Sales 
Transmission Revenue - 3rd Party 
Other Operating Revenue 

Utility Gross Margin 

Operations & Maintenance 
Depreciation & Amortization 
Taxes Other than Income Taxes 
Interest Exp & Preferred Dividend 
Other Income & Deductions 
Income Taxes 

Utility Operations Ongoing Earnings 

NON-UTILITY OPERATIONS: 
16 AEP River Operations 
17 Generation & Marketing 

18 Parent & Other Ongoing Earnings 

657 
607 
237 
127 
59 
82 

130 

1,899 

(933) 
(351 1 
(180) 
(219) 

34 

0 
182 

61 3 
670 
260 
137 
68 
85 

175 

2.008 

34 0.09 25 0.05 
22 0.05 a 0.02 

19 ONGOING EARNINGS 237 0.59 238 0.50 

Note: For analysis purposes, certain financial statement amounts have been reclassified for this effect on earnings presentation. 
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Ongoing Earnings 

Total Special Items 

Reported Earnings 

Ongoing Earnings 

American Electric Power 

Financial Results for the 4th Quarter 2009 
Reconciliation of Ongoing to Reported Earnings 
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2009 
Generation 

AEP River and Parent &All 

($ millions) 
Utility Operations Marketing Other Total EPS 

207 25 8 (2) 238 $ 0.50 

- $  - 

Financial Results for the 4th Quarter 2008 
Reconciliation of Ongoing to Reported Earnings 

2008 
Generation 

AEP River and Parent &All 

($ millions) 
Utility Operations Marketing Other Total EPS 

182 34 22 (1) 237 $ 0.59 

Dispositions: 
Gain on Sale of UK Operations 12 12 $ 0.03 

Other: 
FERC ruling on Allocation of Off-system Sales (97) (97) $ (0.24) 

Total Special Items 

Reported Earnings 

12 (85) $ (0.21) 2 
85 34 22 11 152 $ 0.38 
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American Electric Power 
Summary of Selected Sales Data 

(Data based on preliminary, unaudited results) 

ENERGY 8 DELIVERY SUMMARY 

Retail Electric (in millions of kWh): 
Residential 
Commercial 
Industrial 
Miscellaneous 

Total Retail (a) 

Wholesale Electric (in millions of kWh): (b) 

Total KWHs 

Three Months Ending December 31, 
2008 2009 Change 

13,906 13,501 -2.9% 
12,283 12,152 -1 .I % 

-11.1% 15,592 13,866 
734 757 3.1 yo 

42,515 40,276 -5.3% 

7,181 7,447 3.7% 

49,696 47,723 4.0% 

(a) Includes energy delivered to customers served by AEP's Texas Wires Companies 

(b) Includes Off-System Sales, Municipalities and Cooperatives, Unit Power, and 
Other Wholesale Customers. 
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1 
2 
3 
4 
5 
6 
7 

8 

9 
I O  
11 
12 
13 
14 
15 

American Electric Power 
Financial Results for TTD December 2009 Actual vs YTD December 2008 Actual 

2008 Actual 2009 Actual 
[$ millions) EPS ($ millions) EPS 

UTlLlN OPERATIONS: 
Gross Margin: 

East Regulated Integrated Utilities 
Ohio Companies 
West Regulated Integrated Utilities 
Texas Wires 
Off-System Sales 
Transmission Revenue - 3rd Pa@ 
Other Operating Revenue 

Utility Gross Margin 

Operations & Maintenance 
Depreciation & Amortization 
Taxes Other than Income Taxes 
Interest Exp & Preferred Dividend 
Other Income & Deductions 
Income Taxes 

Utility Operations Ongoing Earnings 

2,278 
2,431 
1,057 

537 
845 
329 
569 

2,461 
2,733 
1,160 

57 1 
337 
354 
767 

8,046 8,383 

NON-UTILITY OPERATIONS: 
16 AEP River Operations 55 0.14 47 0.10 
17 Generation & Marketing 65 0.16 41 0.09 

18 Parent & Other Ongoing Earnings (31) (0.08) (47) (0.10) 

19 ONGOING EARNINGS 1,301 3.24 1,362 2.97 

Note: For analysis purposes, certain financial statement amounts have been reclassified for this effect on earnings presentation. 
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Ongoing Earnings 

Other 
SWEPCo SFAS 71 

Total Special Items 

Reported Earnings 

American Electric Power 
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Financial Results for Year-to-Date 2009 
Reconciliation of Ongoing to Reported Earnings 

2009 
Generation 

Parent &All AEP River and 
Utility Operations - Marketing Other Total EPS 

($ millions) 

1,321 47 41 (47) 1,362 $ 2.97 

(5) (5) $ (0.01) 

(5) (5) $ (0.01) 

1,316 47 41 (47) 1,357 $ 2.96 

Financial Results for Year-to-Date 2008 
Reconciliation of Ongoing to Reported Earnings 

2008 
Generation 

Parent &All AEP River and 
Utility Operations Marketing Other Total EPS 

($ millions) 

Ongoing Earnings 1,212 55 65 (31) 1,301 $ 3.24 

Dispositions: 
Tractebel Settlement 
Gain on Sale of UK Operations 

164 164 $ 0.40 
12 12 $ 0.03 

Other 
FERC ruling on Allocation of Off-system Sales (97) (97) $ (0.24) 

Total Special Items (97) 176 79 $ 0.19 

Reported Earnings 1,115 55 65 145 1,380 $ 3.43 
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American Electric Power 
Summary of Selected Sales Data 

(Data based on preliminary, unaudited results) 

ENERGY & DELIVERY SUMMARY 

Retail Electric (in millions of kWh): 
Residential 
Commercial 
Industrial 
Miscellaneous 

Total Retail (a) 

Wholesale Electric (in millions of kWh): (b) 

Total KWHs 
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Twelve Months Ending December 31, 
2008 2009 Change 

58,892 58;232 -1.1% 
50,382 49,925 -0.9% 
64,508 54,428 -1 5.6% 
3,114 3,048 -2.1 % 

176,896 165,633 -6.4% 

43,085 29,679 -31 .I % 

21 9,981 195,312 -1 1.2% 

(a) Includes energy delivered to customers served by AEP's Texas Wires Companies 

(b) Includes Off-System Sales, Municipalities and Cooperatives, Unit Power, and 
Other Wholesale Customers. 

12 
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REQUEST 

Please provide copies of all presentations made to rating agencies and/or investment firms by I<P 
between January 1, 2008 and the present. 

Please refer to the attachment for copies of the presentations made to the rating agencies and/or 
investment firins by KP between January 1, 2008 and the present. Confidential protection of 
portions of the attachment is being requested in the form of a Motion for Confidelitid Treatment. 

WITNESS: Enol K Wagner 
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Page 1 of 1 

ower Company 

REQUEST 

Please provide copies of all prospectuses for any security issuances by KP since Jaiiuary 1,2008, 

RESPONSE 

Keiitucky Power Company issued three series of Senior Notes on June 18,2009: 
7.25% Senior Notes, Series A, due June 18,2021 
8.03% Senior Notes, Series By due June 18,2029 
8.13% Senior Notes, Series C, due June 18,2039 

The notes were issued as private placement securities; therefore, no official prospectuses were 
issued. 

WITNESS: Errol I< Wagner 
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Kentucky Power Company 

REQIJEST 

Please provide copies of all studies performed by I@ and/or by consultants or investment firms 
hired by KP to assess (1) KP's financial performance, (2) the performance of KP relative to other 
utilities, or (3) the adequacy of KP's return on equity or overall rate of return. 

RESPONSE 

Kentucky Power objects to this data request to the extent that it is not limited in time. However, 
attached is an analysis performed by AEP Service Corporation in September 2009 showing 
financial Return on Equity for AEP's operating companies and their in-state utility peers, as well 
as ROE for cei-tain other electric utility companies operating in other states. 

During the test year, and subsequent to the test year through the date this answer was filed, I<P 
did not hire any consultant or investment firm to assess KP's financial performance, the 
performance of I<P relative to other utilities or the adequacy of ICP's return on equity or overall 
rate of return. 

WITNESS: Errol I< Wagner 



KPSC Case No. 2009-00459 
AG 1st Set of Data Re uests 
Dated Feb 12,2010 1 
Item No. 49 v) 
Page 2 of 22 Q) 

CJ) 
0 
0 
hl 



I: 
C 
c 
T 

I: 

.- + 
- 
s + - e e 

KPSC Case No. 2009-00459 
AG 1 st Set of Data Requests 
Dated Feb 12,201 0 
Item No. 49 
Page 3 of 22 



KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,201 0 
Item No. 49 
Page 4 of 22 

a, 
0 c 
cb 
E 
ti t 
a, 
0, 

O 
0 



KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,2010 
Item No. 49 

a, Page5of22 

(I) 

(I) m a 
a, 
(I) 
(0 

.- 

x 
4 
2 
8 
m 
S 
0 
-a 
a, 
N .- 
;i 
5 

2 
E 
2 

!!! 

L1 m 

m 

Zl c 

c 
0 
a, c 

-a 
a, 
m 
O 
0 
(I) 
(I) m 
a, 

7. 
S m 

c1 .- 

5 

gj 

g 

0, 
(I) 
(I) 

& 
2 a 
S .- 

C 
0 
O 

m 
C 

.- 
c( 

2 
c) 

s 
C 
0 

3 
E 
2 
c 

.c 
(I) m 
0 
A 



m 
E 
.8 
k? 

P 

E 

W x 
3 

0 

0 

a, > 

L 

c 
L 

s 
W 

x n 
U 
W 
K 
0 
Q 
Q m 

m 
m 

5 

e .- 

2 

5 
2 

0 

E 
E 

.I- 

a, 
K 

m m .- 

0 
0 
a, > 
IF 
0 
0) 

2 
m K 
0 o 

Lc 

c 

V 
E 
2 
W 

A 
F 

KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,2010 
Item No. 49 
Page 6 gf 22 

.- m e 
2 



F 

t 

c 

\ 

r 
I 

\ 
I 
I 

j 
f 

I 

! 
I 

! 

! 
I 
I 

I 

I 
L 

r 

i 

(I) 

5 
$2 
kl x 
f 
P 
8 
$2 m 

(0 
a, 

>r a 
U 
a, 

li= c 

!i 

s 

5 
8 

ti 
f 

(3 

5 

U 
m 

$ 
a, 

=-l 
A2 
U 
a, 
c 
O n n m 

* 
I- 

2 
2! 
0 
(I) 
(I) 

.- 
"_ 

E 
E 
8 
2! 
5 

a, 

LC 
0 
(I) 

Q 

KPSC Case No. 2009-00459 
AG 1 st Set of Data Requests 
Dated Feb 12,201 0 
Item No. 49 
Page 7 of 22 



KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feh 12,2010 
Item No. 49 



ffl 

I E 
L m 
a, 

.- 2 
ffl 
0 
a, 
m 
C 
a, 
m 
a, 

x 
I] 
U 
a, 

G 
K 
0 
0 
-0 
C m 

c 

I 

5 

E 

8 
f 

c) 

5 
3 

8 
a, 

U 
a, 
C 
0 
0. a m 

a, 
K 
0 
ffl 
ffl 

I .- 

E 
.- 
I- 

E 
E 
8 
$! 
5 
a, 

w- 
0 

C m 
0 
m 
ln 
K 
K 
ln 

- 
.- 
.- x 
0 

8 
0) 
K 
0 
C m 
LI: 
F 

0 

X 

3 
0 

0 
a, 
a, 
K m 
ffl 

.- 

E 
t 
Y 

Y 

.- - .- 

.- 
L e 

- 

' .- e 
11 
1= 

Q 

0 
3 
'73 
C 
0 
0 

O 
a, 
-0 

ffl 

c 

Y- 

8 
i, 

5 

cn a 
a, 

L- 
a, 
5 
a, 
3 
0 
I 
vj 
a, 
0 
C m 
S 
ffl 
ffl 

v) 
a, 
c 
S u 
a, 
ffl 
x 

3 

I- 

.- 
L 

I 

c 
.- - .- 

% 
5 
.- 0 
8 
5 
3 m 
a, > m 
I: 
0 
C 
I 

KPSG Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,2010 
Item No. 49 

CI m 
11: 
a, 

11: 

._. c. 

0 w- 

s 
I 

c j  
11: - 
G 
3 
0 
0, 
0 

0 
a, 
!A 
11: 

._. 
L c. 

- 
._. 8 

a E 



KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,2010 
Item No. 49 
Page 10 of 22 

f? 
% 

2 
5 
3 

E? 

a a 
a, 
.c.' 

0) 
K .- 

2 
cn 
v) 
0 
2 

3 
2 

2 

2 

m .c cn 

U 

3 u 

% 

c 

3 
0 

0 
C 

m 

.- 

- c 
L. 

w 

E! 
t 

E 
5 

B a 
a, 
3 
0 cn 
cn 
3 n 
3 
E 
- 
8 

6 

s 

-CY 
S m 
bj 

Q 
0 .- 

A 



53 e 
0 

Lo 
@J 
U 
C m 

4-2  

s 

L 

% 

2 
?! 
5 
9 

m a 

a, 

g 
r-. 
U 
2 m 
II cn 
2 m 
CD 
(0 
0 
- Sl 
_. m 
3 
C 
C m 
U 
a, 
cn 
3 

m 
cn 
II 
0 
II 

m 

-Y 

a 
.- 
"_ 

3 

E 
11: m a 
0 
C .- 
$ 
3 m 
0 
a, 
3 

a, > s= 
0 m 
C m 
cn m 
II 

_. - 
rc 

53 
Q 
A 

KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,2010 
Item No. 49 
Page I 1  of 22 



KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,2010 
Item No. 49 
Page 12 of 22 



f 
I 
1 
c 

5 
r 
a 

c 

r 

2 
c 
c 

F 

D 

I 
t 
< 

( 

i 

t 
I 
1 

i 

0) 

a, 
E 
;ii R 

I -  k 

I 

.Id 

cn 
0 
a, 

a, 
03 
a, 

h 
13 
U 
a, 

IF 
S 
0 
0 
U 
S m 

U 

.Id 

5 

E 

L 

E 
9 
8 
a, 

h 
13 
'D 
a, 
S 

5 

4-8 

"_  

8. 
Q m 

a, 
C 
0 
cn cn 

2 

"I 

.- 
E 
E 

2 
5 

8 
a, 

Q- 
0 
0 
cn 
(I] 
C 
0 
0 
t- o 
3 
Q 
a, 

A 

.e-. 
1- 

E 



KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,201 0 
item No. 49 
Page 14 of 22 



KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,2010 
item No. 49 
Page 15 of 22 

0 
0 

P 
a, 

0 

m 
3 
0- 
a, 

3 

5 
.I- - 

E 

2 

E 
5 
5 .- 
3 

)-. 

'c 
0 
Q) 

a, 

c 

0 

0 

J 
E 
e w 

IL 
(I) m 
0 
m 
U 
a, 
N .- 
b 
5 

2 
J m 

m 
(I) 
a, .- 
c 

c 
.- - .- 
3 

ai c 
.u 

-cI 

3 
m 
(I) 

x rn 
A 



a, 

x 
13, 
TI1 
a, 

IF c 

s 

E 
8 

2 
E 

U c m 

a, > 
8 
a, 

x 
I) 
U 
a, 
C 
0 a. a. m 

a, 
C 
0 
cn cn 

s 

4-I 

.- 

2 

.- 

.- 
E 
E 
8 
2 
5 

$2 

a, 

Lc 
0 

cn 
cn c 
.- 

8 

0 
0) 
CL 
m 
c 

v 

.- 

.- 
E" 
5 
4-I 

Y- 
O 
C 
0 
cn cn 

1- 

.- 
E 
E 
0 0  

KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,2010 
Item No. 49 
Page 16 of 22 
o u  
0.22 
Q XtI! 
_" CUT y o  .e a,- 5 LB 
3 cn.- m m  g c  m 

3z 



KPSC Case No. 2009-00459 
AG 1st Set af Data Requests 
Dated Feb 12,2010 
Item No. 49 
Page 17 of 22 

a, 
0 c 

0 
0 
a, 
u) 

.- 
-c, 



KPSC Case No. 2009-00459 
AG 1 st Set of Data Requests 
Dated Feb 12,2010 
item No. 49 
Page 18 of 22 

3 
c 
C 
b 

C 

C 

c 
: 

C 
P 

C 
c 
LI 

c 

; 

; 
< 

1 

1 
1 

! 

i 



3 

c 
.( 

E 
1 . 
c 

F 
1 < 
< 
1 

r 
r 

i 
1 

I 
I 

KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,201 0 
Item No. 49 
Page 19 of 22 

j Y 



KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12, 201 0 
item No. 49 
Page 20 of 22 



I 

? 
'f: 
a 
Q 

S 

E 

KPSC Case No. 2009-00459 
AG 1 st Set of Data Requests 
Dated Feb 12,201 0 
Item No. 49 
Page 21 of 22 



.- - 
KPSC Case No. 2009-00459 
AG 1st Set of Data Requests 
Dated Feb 12,2010 
Item No. 49 
Page 22 of 22 





KPSC Case No. 2009-00459 
Attorney General’s First Set of Data Requests 

Dated February 12,2010 
Item No. 50 
Page 1 of 1 

Kentucky Power Company 

REQIJEST 

Please provide copies of credit reports for KP fiom the major credit rating agencies published 
since January 1, 2007. 

RESPONSE 

Please refer to KIIJC 1st Set Item No. 3 for the requested information. 

WITNESS: Errol IC Wagner 
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entucliy Bower C ~ ~ n p a  

REQUEST 

Please provide copies or  all correspondence between IQ and any of the three major boiid rating 
agencies (S&P, Moody's, and Fitch) from January 1, 2007 to tlie present. These iiiclude copies 
of letters, reports, presentations, eiiiails, aiid iiotes €ram telephoiie conversatioils. 

RESPONSE 

The preseiitatioiis to tlie agencies are included in the respoiise to Item 'No. 47. Attached, please 
liiid tlie portioiis of the correspoiideiice relating to I<entucky Power. ICeiitucky Power searched, 
in good faith, for all correspondence. In tlie event tliat additioiial correspoiidence is identified, 
this respoiise will be supplemented. Confidential protection of portioiis of the attachment is 
beiiig requested in the form of a Motion for Coiifideiitial Treatment. 

WITNESS: Errol I< Wagner 
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Y 

REQIJEST 

Please provide the corporate credit and bond ratings assigned to KP since the year 2000 by S&P, 
Moody's, and Fitch). For any change in the credit and/or bond rating, please provide a copy of 
the associated report. 

RESPONSE: 

Please refer to tlie attaclment for the corporate credit and bond ratings assigned to Kentucky 
Power since the year 2000 by S&P, Moody's, and Fitch. The requested credit reports were not 
available for distribution froin the rating agencies' websites; therefore, they have not been 
inclitded in this response. 

WITNESS: Errol K Wagner 



Kentucky Power Company 
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Standard & Poor's Rating History 
Rating Date Rating Action Sr. Unsecured Rating CreditWatch/Outlook 
Current Ratina Affirmed BBB Stable - 
07-Mar-2003 
23-May-2002 
23-May-2002 
15-Jun-2000 

Downgrade, CreditWatchlOutlook BBB 
CreditWatch/Outlook BBB+ 
Downgrade BBB+ 
Upgrade, CreditWatch/Outlook A- 

Stable 
Watch Neg 
Stable 
Stable 

Moody's Rating History 
Rating Date Rating Action Sr. Unsecured Rating CreditWatch/Outlook 
Current Rating Affirmed Baa2 Stable 
15-Feb-95 Baa2 New Rating Stable 

Fitch Rating History 
Rating Date Rating Action Sr. Unsecured Rating CreditWatchlOutlook 
Current Rating Affirmed BBB Stable 
I-Jun-00 New Rating BBB Stable 





KPSC Case No. 2009-00459 
Attorney General's First Set of Data Requests 

Dated February 12,2010 
Item No. 53 
Page 1 o f 3  

tueky Power Corn 

REQUEST 

Please provide KP's authorized and earned return on common equity over the past five (5) years. 
Please show the figures used in calculating the earned return on common equity for. each year, 
including all adjustments to net income and/or common equity. Please provide copies of all 
associated work papers and source documents. Please provide copies of the source documents, 
work papers, and data in both hard copy and electronic (Microsoft Excel) formats, with all data 
and formulae intact. 

RESPONSE 

KPCo's most recent base rate case in which the Kentucky Public Service Commission authorized 
a return on common equity was Case No.9061 in which the Commission found a 16.5% for 
comnon equity (at page 52 of the Commission Order Dated December 4, 1984) as reasonable. 
Each base rate case since then has been a settled case in which a return on equity was not 
specifically stated for base rate purposes. 

IWCo does not make adjustments to its net income/or common equity in calculating its financial 
return on common equity. If the requester is asking for the adjustments to net income and/or 
common equity to convert the Company actual book return to a rate malting returii, the Company 
cloes not perform the requested analysis. 

Attached is a copy of the Company's financial or book return on common equity for the past five 
years. 

WITNESS: Errol K Wagner 
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Attorney General’s 

tucky Power CO 

a. Of those five people so identified, have any ever toured KP’s service 

WITNESS: Timothy C Mosher 
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Annual Salary 
NAME Title 2005 2006 2007 2008 2009 

Morris,Michael G Chairman, President & CEO 1 ,I 50,000 1,200,000 1,200,000 1,250,000 1,250,000 
English,Carl L Chief Operating Officer 500,000 500,000 510,000 550,000 550,000 
Tomasky,Susan President AEP Transmission 500,000 500,000 500,000 510,000 51 0,000 
Powers,Robert P President AEP Utilities 450,000 475,000 490,000 51 0,000 510,000 
Akins,Nicholas K EVP Generation 234,600 340,000 340,000 450,000 450,000 

Incentive -- 
NAME Title 2005 2006 2007 2008 2009 - 

Morris,Michael G Chairman, President & CEO 1,250,000 2,250,000 2,200,000 1,800,000 1,654,071 
English,Carl L Chief Operating Officer 125,000 575,000 510,000 400,000 450,000 
Tomasky,Susan President AEP Transmission 350,000 575,000 450,000 425,000 400,000 
Powers,Robert P President AEP Utilities 404,932 500,000 431,200 400,000 415,000 
Akins,Nicholas K EVP Generation 84,333 155,649 200,000 250,000 340,000 

Page 1 
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ower Company 

REQUEST 

State the amount by which the average residential bill increased as a result of the approval of the 
settlement in KP's last rate case. 

The average residential bill increased by $1 1.06 as a result of the approved settlement in Case 
NO. 2005-00341. 

WITNESS: David M Roush 


