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entucky Power Company 

REQTJEST 

KPSC Case No. 2009-00459 
IaccTC First Set of Data Requests 

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

Please provide all work papers and supporting documentation used by Dr. Avera in the 
prepaxation of l is  Direct Testimony and exhibits. Please provide all spreadsheets with cell 
foriiiulas intact. Please provide all data that support llis quantitative analyses. 

RESPONSE 

Copies of Dr. Avera’s workpapers and supporting documentation, iiicludiiig electronic spreadsheets, are 
provided 011 the attached CD labeled “Avera WP‘s and Dacmiientation”. 

WITNESS: William E Avera 
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ower Company 

JXEQUEST 

Please provide copies of all articles, Coinmission Orders, and all other documents referenced and 
cited by Dr. Avera in his Direct Testimony. 

RESPONSE 

Copies of all articles cited in Dr. Avera’s direct testimony are included in his workpapers 
provided on CD in response to I(TuC 1st Set, Item No. 1. Copies of all orders from regulatory 
co~iunissior~s are publicly available from the respective agencies. 

WITNESS: William E Avera 
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ower Company 

REQUEST 

Please provide copies of all bond rating agency repoi-ts (Moody’s, Standard & Poor’s, Fitch) for 
ICentucky Power and American Electric Power for the years 2006 though 201 0. 

RESPONSE 

Due to tlie voluminous nature of the respoiise, the requested iiiforinatioii caii be fouiid in the CD 
attached to this set of data requests. 

WITNESS: Errol I< Wagner 
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Kentucky Power Company 

REQUEST 

Please provide all supporting iixformation and documentation associated with AEP's 2009 
issuaice of coiimioii stock cited by Dr. Avera 011 page 48 of his Direct Testimony. Please 
provide the issuance costs incurred by AEP for this issuance. 

RESPONSE 

Please refer to the CD for the attacluiieiit "AEP 2009 Coimoxi Stock Issuance Prospechis.pdf" 
for supporting docuinentation regarding American Electric Power, Iiic.'s 2009 coniiiion stock 
issuance. Please refer to page S-16 of the Prospectus Supplement for inforination on 
underwriting issuance costs. 

TNESS: William E. Avera 
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ower Company 

REQUEST 

Regarding AEP’s 2009 issuance of coiiuiioii stock, please describe the intended use of the 
proceeds of this issuance. 

RESPONSE 

Please refer to KIUC 1st Set, Item No. 4, page 14 of 49, IJSE OF PROCEEDS section. 

WITNESS: En-01 K. Wagner 
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Kentucky Power Company 

Refer to Exhibit WEA-9. Please explain why Dr. Avera did not include short term debt in the 
computations of capital structwe for his coinparative group. 

RlESPQNSE 

Because the facilities employed to provide utility seivice are long-lived assets, short-term debt is 
generally not viewed by investors as part of the perinanent capital used to finance investment in 
plant and equipment. Indeed, short-term debt is typically used to meet seasonal working capital 
needs, mid may also be used to finance capital improvements until a sufficient balance has 
accumulated to econoniically issue common stock or long-teiin debt. For iiiost utilities, short- 
term debt balances fluctuate depending on seasoiial or other operating or financial requirements. 
Because shoi-t-term debt outstanding typically fluctuates with seasoiial or other operating 
requirements, the year-end balance may not accurately reflect any pei-nianeiit reliance on this 
financing source for the companies in Dr. Avera's proxy group. 

WITNESS: William E. Avera 
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Page 1 of 1 

entuelcy Power ~ o ~ ~ a n y  

Please provide a copy of the cost of service model used to develop the Class Cost of Service 
Study shown in Exhibit DEH-1 , in executable electronic fomat, with all fofonnnlas intact mid with 
inputs coiisisteiit with the Company’s filing. 

RESPONSE 

Please see respoiise and attacluneilt iizcluded in Coiiunissioii Staff 2nd Set, Item No. 36a. 

TNESS: Daniel E High 
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ower Company 

REQUEST 

Please provide all workpapers supporting tlie derivation of tlie allocation factors developed 
external to the cost of service model, in electronic spreadsheet forinat with forinulas intact if 
available. 

RESPONSE 

Please see response and attaclmeiit included in the Company's response to Conmission Staff 2'ld 
Set, Item No. 36b. 

WITNESS: Daniel E. High 





I(PSC Case No. 2009-00459 
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entuclcy Power Company 

REQUEST 

If not shown in the workpapers previously provided, please provide each of the twelve iiioiitlily 
coiiicident pealcs by rate class used to develop the production allocatioii factor fox flie Class Cost 
of Service Study. 

RESPONSE 

Please see page 12 of 16 of the workpaper attacluneiit iiicluded in the Respoiise to Coimiission 
Staff 2nd Set, Item No. 36b. 

WITNESS: Daniel E High 
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ower Company 

REQTJEST 

If i20t shown in the wol-klpapers previously provided, for each class in the Class Cost of Service 
Study please provide the loss factors used to adjust energy and demand at metered voltage to the 
various uiLiform voltage levels used in allocatioii factors. 

RESPONSE 

Please see attached thee pages. 

WITNESS: Daniel E High 
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KPSC Case No. 2009-00459 
KJUC First Set of Data Requests 

Dated February 12,2010 
Item No. 11 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Please provide each of Mr. Rousli’s exhibits DMR-1 through DMR-4 in electronic spreadsheet 
foriiiat, with foimulas intact. 

Please see direct testimony of David M. Rouslz, Exlibits DMR-1 to DMR-4. Also see attached 
CD for exhibits in electronic spread sheet format. 

WITNESS: David M Rowh 
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Dated February 12,2010 
Item No. 12 
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ower Company 

REQUEST 

Please provide all workpapers supporting Mr. Rousli’s testimony aid exhibits, in electronic 
foriiiat with forinulas intact if available. 

RESPONSE 

Please see response to XUUC 1st Set, Item No. 1 1. Also, please see response aid 
attaclvizexit iiicluded in Commission Staff 1st Set, Item No. 8c. Also see attached CD for 
workpapers in electronic format. 

WITNESS: David M Roush 
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I(IuC First Set of Data Requests 

Dated February 12,2010 
Item No. 13 
Page 1 of 1 

entuclcy Power Company 

REQUEST 

Please provide all workpapers associated with the Company’s proposed rate design, in electroiiic 
forinat with formulas intact if available. 

R1ESPONSE 

Please see the sesponse to IUT.JC 1 st Set, Item No. 12. 

WITNESS: David M Roush 





KPSC Case No. 2009-00459 
KIUC First Set of Data Requests 

Dated February 12,2010 
Iteiii No. 14 
Page 1 of 1 

entuclcy Power Company 

WQIJEST 

To the extent not provided in response to the previous questions (1 tlrough 7), please provide 
electronic versions of pages 2 througli 61 of the Company’s response to Conmission Staff 1st 
Set of Data Requests, Item No. 8-c, with formulas intact. 

WSPONSE 

Please see the response to ICITJC I st Set, Item No. 12. 

WITNESS: David M Rous11 





KPSC Case No. 2009-00459 
KIUC First Set of Data Requests 

Dated February 12,2010 
Item No. 15 
Page 1 of 3 

Kentucky Power Company 

REQUEST 

Refer to page 6 lines 15-19 of Mr. Scott Weaver’s Direct Testimoiiy wherein he describes the 
AEP System review of supply-side resource options and coiisideratioii of coinbiiied cycle and 
coiiibustioii turbine resources. With respect to the proposed wind power purchased power 
agreemelit, please provide a coinparisoii of the aiuiual and life-cycle costs of that proposed 
contract to the most recent least cost bid Erom a supplier or AEP’s most recent cost projection for 
combiiied cycle and/or coinbustion turbine capacity. 

RESPONSE 

See pages 2 of 3 for a graphical coinparisoii of life-cycle costs of tlie proposed contract and 
recent projectioiis for CT and CC capacity, and page 3 of 3 for key assumptions used in 
developing the CT and CC life cycle costs. Confideiitial protection of portions of the attaclmeiit 
is being requested in the form of a Motion for Confideiitial Treatnieiit. 

WITNESS: Scott C Weaver 
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KPSC Case No. 200940459 
KIUC 1st Set of Data Resuests 

Order 
No. IS,Publlc, 

Page 3 of 3 

AEP SYSTEM-EAST ZONE 
New Generation Technologies 

Key Supply-side Resource Option Assumptions (a)(b)(c) 

Capability (MW) Installed Trans. Full Load Variable Fixed Emission Rates 
(Unforced Capacity) Cost (d) Cost (e) Heat Rate O&M O&M SO2 NOx C02 

Type Std. IS0 Winter Summer (SkW ( SLW) (HHV,BtulkWh) ($/FIIwh) (ILW-yr) (Lb/mmEtu) (LblmmEtu) (LblmmBlu) 

Intermediate 
Combined Cycle ( 3 1  GE7FA. w/ Duct Firing) 580 598 545 0.0007 0.008 116.0 

Peaking 
Combustion Turbine (4XlGE7FA) 627 652 600 am07 0.033 116.0 

, , Notes: [a) Installed cost, capability and heat rate numbers have been rounded. 
(b)All costs in 2008 dollarr;. 
(c) $ k W  costs are based on Unforced Capacity. 
(d)Tolal Plant 8 InterconoecUon Cost w/AFUDC 
(e) Transmission Cost (5kW.wlAFUOC) 





ICPSC Case No. 2009-00459 
IUIJC First Set of Data Requests 

Dated February 12,2010 
Item No. 16 
Page 1 of 1 

entuelcy Power Company 

RIEQUEST 

Refer to Exhibit SCW-1A and tlie capacity o f  6 iiiW indicated for eacli 50 xnW of wind capacity. 
In addition, refer to Exhibit EKW-18, which indicates a capacity value of 36.5 mW (422,135 - 
3 85,6 19) for eacli month during the year. 

a. Please reconcile the inW capacity values on Exhibit SCW- 1A and Exhibit EICW- 18. 

13. Please provide a schedule showing the projected inoiitldy capacity value that the 
Coiiqmiy will be granted by the AEP System for pool capacity. Provide a copy of all 
source documeiits relied 011 for yow response. 

RESPONSE 

a. PJM plmiing criteria provides that 13% of the nameplate value for new wind capacity 
may be used for rneetiiig capacity obligations. For a SO MW block this equates to 6.5 
MW. However, for capacity equalizatioii calculatioiis under tlie AEP Pool, the impact on 
capacity position for wind projects is equal to (1 - Operating Company MLR) iiiultiplied 
by tlie wind project capacity factor, or 36.5 MW. 

b. See response to "a." The Coinpany has no reasoii to believe the AEP Pool value (36.5 
MW) will cliange prospectively. 

WITNESS: Scott C Weaver 





KE’SC Case No. 2009-00459 
KIUC First Set of Data Requests 

Dated February 12,2010 
Item No. 17 
Page 1 of G 

entucky Power Company 

REQUEST 

Refer to Exhibit SCW-3. Please provide the underlying coinputations for this exhibit, iiicluding 
all assmiptioiis, data and electroilic spreadsheets with forinulas intact. 

RESPONSE 

The accoiiipanying spreadsheet provides the requested inforination. Coirfideiitial protection of 
poi-tions of tlie attaclmeiit is being requested in the form of a Motion for Coiifideiitial Treabiieiit. 

WITNESS: Scott C Weaver 
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I@SC Case No. 2009-00459 
ICnrC First Set of Data Requests 

Dated February 12,2010 
Item No. 18 
Page 1 of 1 

ower Company 

REQUEST 

Please provide a copy of all studies performed by or on behalf of the Coiiipany that address tlie 
revenue requirement effect on the Conipatiy of adding additional capacity fioin new supply-side 
resources, including, but not limited to, the effect on pool capacity payments. Provide all 
assmiptions, data, computations, and electronic spreadsheets with foimulas intact. 

RESPONSE 

See response to ICIIJC 1 st Set Item No. 17. 

WITNESS: Scott C Weaver 





KPSC Case No. 2009-00459 
KnSC First Set of Data Requests 

Dated February 12,2010 
Item No. 19 
Page 1 of 1 

Kentucky Power Company 

REQTJEST 

Please provide a copy of all M P  System guidelines, policies a idor  procedures that address the 
owiiersliip or assignment a i d  sizing of new supply-side resources anioiig the AEP operating 
utilities, e.g., the ownership aid mW of new combined cycle capacity. 

IIIESPONSE 

Ai-ticle 4, paragraph 4,1 of the Iiitercoimection Agreement specifies Meiiibers’ obligations 
stating: “Each member shall, to the extent practicable, install or have available to it uiidex 
coiitract such capacity as is necessary to supply all of the requirements of its own customers.” 
In past practice, the assignment of iiew capacity is to tlie most deficit Pool member. 

There ase no guidelines, policies or procedures addressing sizing of new supply side resources. 
Owiership of new supply side resources is determined by tlie Operating Coiimittee as described 
in Article 2 of the Interconnection Ageemelit. 

WITNESS: Scott C Weaves 





ICPSC Case No. 2009-00459 
KIUC First Set of Data Requests 

Dated February 12,2010 
Item No. 20 
Page 1 of 1 

ower Company 

REQUEST 

Refer to the colLunii entitled “Coimnitted Net Sales” and footnote (e) on Exhibit SCW-1 A. 

a. Please explain why Kentucky Power Coinpany is allocated an MLR share of AEP 
System capacity sales when it is a short company. 

b. Please explain wliy AEP could not have a id  did iiot structure tlie capacity sales as sales 
fioiii the long companies rather tlian allocatiiig such sales on an MLR share. 

c. Cite to any specific provisioiis of the Interconnection Agreeineiit that prohibit the 
assigiment of such sales to the long companies. 

RESPONSE 

a. AEP-East System capacity sales are AEP-East Pool transactions which are shared by 
Pool members. 

b. System transactions, whether purchases or sales, are established tluough the AEP Pool. 
Therefore any revenues or expenses are shared by tlie member companies 011 an MLR 
basis.. 

c. There is no specific provision in tlie Intercoimection Agreement proliibitiiig the 
assigiuiieiit of such sales to specific member companies. 

WITNESS: Scott C Weaver 





IaPSC Case No. 2009-00459 
KIlJC First Set of Data Requests 

Dated February 12,2010 
Item No. 21 
Page 1 of 1 

entucky Power Company 

lU3QUEST 

Refer to page 5 lilies 1-2 of Mr. Wagner’s Direct Testimony wherein lie states with respect to the 
Iiitercoiuiectioii Agreement that it “Requires each ineinber to provide adequate geiieratiiig 
facilities (or resources) to meet its film load requkeineiit.” Please explain how the Company’s 
proposed wind power PPA is tlie optimal a id  least cost optioii for the Comnpany to meet its “firm 
load requireinexit.” Provide all documentation that supports your response. 

RESPONSE 

See respoiise to KIUC 1st Set Item No. 15 for a comparison of tlie levelized life cycle costs of 
this wind PPA to other resource options. AIso, as reflected on Exhibit SCW-3, when coilsidering 
the vdue of REC’s, the wind power PPA is tlie least cost optioii. In addition, as described 
throughout Mr. Weaver’s testimony, the wind PPA is part of a strategy to iiiclude renewable 
resources in the KPCo portfolio in anticipation of Federal renewable energy standards aid prior 
to the expiration of Productioii Tax Credits. 

WITNESS: Scott C Weaver 





I(PSC Case No. 2009-00459 
KTUC First Set of Data Requests 

Dated February 12,2010 
Item No. 22 
Page 1 o f 2  

Kentucky Power Company 

REQUEST 

With respect to the proposed wind power purchased power agreement, does tlie Company 
anticipate that the iiet present value or soiiie portion of the iiet present value of the fiitme 
payments will be considered as a long teiin debt equivalent by the debt rating agencies? If so, 
please provide the Company’s quantification of the debt equivalent amowit. 

RESPONSE 

The company anticipates this power purchase agreement to be considered a non-lease PPA for 
accounting h-eatinent purposes. Rating Agency treatment depends on the agency. 

Standard & Poor’s 

Standard (PL Poor’s May 2007 repoit Standard & Poor’s Methodology for hnputiiig Debt For U.S. 
Utilities’ Power Purchase Agreeinelits states the following: 

“The pricing for some PPA contracts is stated as a single, all-in energy price Standard & 
Poor’s considers an implied capacity price that funds the recovery of the supplier‘s cnpitnl 
investnzent to be subsumed within the all-in energy price. Consequently, we use a proxy capacity 
charge, stated in $/kW; to calculate an implied capacity payment associaled with the PPA. The 
$/kWJigzire is nzultiylied by the number of kilowatts under contract. 171 cases of resoui*ces sztclz 
as wind power that exhibit very low capacity factors, we will adjust the kdowatts under contiwct 
to reject the anticiyated capacity factor that the resource is expected to achieve 

For the PPA agreement with FPL Energy Xlliiiois Wind, and applying S&P’s PPA methodology 
for debt equivalency, the Cornpany believes the debt equivalent to be approximately $3 OM using 
a 25% risk factor. 

Moody’s 

Moody’s March 2005 R W y :  Global Remlated Electric Utilities report States tlie 
following: 



KPSC Case No. 2009-00459 
Commission Staff% Second Set of Data Requests 

Order Dated Febriiary 12,2010 
Item No. 22 
Page 1 of 2 

“PPA ’s have a wide variety of Jinancial and regulatory characheteristics and are thus each 
particular circumstance may be treated differently by Moody ’s. The most conservative tivatnzent 
would be to treat the PPA as a debt obligation of the utility as, by paying the capacity charge, 
the utility is effectively providing the funds to service the debt associated with the power station. 
.At the other end of the continuum, the ,financial obligations of the utility could also be regarded 
as an ongoing operating cost, with no long-term capital component recognized. Factors which 
deteiwzine where on the continuum Moody’s treats a particular PPA am as ,follows: Risk 
management, Pass-through capability, Price considerations, Excess Reserve Ca.mci(y, Risk- 
sharing, Default pi-ovisions. 

Each of these factors will be weighted by Moody’s analysts and a decision nmde as to the 
iinportance of the PPA to the risk analysis of the utility. According to the weighting and 
iiiiportnnce of the PPA to each utility and the level of disclosure, Moody’s mqy ana1yticrrll;y 
assess the total obligations for the utility using one of the methods: Operating cost, Anntial 
obligation, NPY, Debt Look-through, Mark-to-Market, Consolidation. 

ln some circumstances, Moody ‘s will adopt more than one method to estimate the potential 
obligations imposed by the PPA. This ajyroach recognizes the subjective nature of analyzing 
agreements that can extend over a long period 
of time and can have a different credit impact when regulatory 01” market conditions change. In 
nll methods the Moody’s analyst will account for the ivvenuefioiiz the sale ofpower bought,~oin 
the IPP. We will focus on the term to 
maturity o f  the PPA obligation, the ability to pass through costs and curtail payments, and the 
materiality of the PPA obligation to the overall cash,flows of the ntility in assessirqg the qflecr of 
the PPA on the credit of the utility ’ ’~ 

Fitch’s Global Power Quarterly report fiom July 2006 states the following: 

“Fitch views power purchase commitments as a coiizponent of the operating expense of a utility 
014  merchant enei.gy company, not a debt instrument. As a general policy, Fitch does not adjust 
the debt of utilities and others in the sector to reflect power purchase obligations as quasi-debt, 
i20r does it inzpute a portion of long-term purchased power expense as interest expense. In 
certain relatively rare cases, however, uneconomic contracts may be treated as debt-like 
obligations (see Debt-Like Contracts section). Also, Fitch has a general corporate policy of 
capitalizing n debt-like obligation,for rental obligations under operating leases ”. 

WITNESS: Errol K. Wagner 





KPSC Case No. 2009-00459 
KIUC First Set of Data Requests 

Dated February 12,2010 
Item No. 23 
Page 1 of 1 

entucky Power c o  

REQUEST 

Refer to page 20 line 17 of Mr. Godfrey’s Direct Testimony wliereh he states: “The 20-year 
Wiiid PPA also provides a direct benefit to the coiisumer.” Please coiifirm that the Company 
does not claim that tliere is a net present value benefit to customers coinpared to the least cost 
supply side resource available. If the Company cannot confirm this, then please provide all 
doc~ixiie~itatioii and quantifications that denionstrate that tliere is a net present value benefit to 
custoiiiers coinpared to the least cost supply side resource available. 

The coimiients referred to on Page 20, Line 17 of Mr. Godfrey’s Direct Testimony are iiz regard 
to the cost advantages of the renewable resource provider being able to procure long-term 
financing over a 20-year period. There are additional benefits to tlie coiisLuner that the Lee- 
DeICalb 20-year PPA provides, such as a hedge against future enviroimeiital uncertainty, aiid flie 
benefits of fuel diversity. The Direct Testiinoiiy of Scott Weaver beginning at page 20 liiie 6 
discusses tlie economic review of tlie Lee-DeKalb Wiiid project. Also, please refer to the 
Response to I<IT.JC 1st Set, Item No. 21. 

WITNESS: Jay F Godfky 
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Dated February 12,2010 
Item No. 24 
Page 1 of 2 

Kentucky Power Company 

Refer to the column entitled “Avoided Variable Costs, including AEP-Pool Energy Settlements” 
on Exhibit SCW-3. 

a. 

b. 

C. 

d. 

e. 

f. 

Please quautify the additional sales inargiiis froin sales to AEP sister companies and 
off-system resulting froin the wind power energy in each year of the contract. Provide 
all assumptions, data and coinputatioiis of such margins, including electroiiic 
spreadsheets with fonnulas intact. 

Please provide the additional sales inargiiis fi-om sales to AEP sister companies and 
off-system resulting froin tlie wind power energy reflected in the Conipany’s test year 
reveiiue requirement. Please indicate where tl ie Coinpany hichided such amount in its 
filing. In addition, provide all assimptions, data and coinputatioiis o f  such margins, 
including electronic spreadsheets with formulas intact. 

Please quantify the avoided variable iioii-FAC expenses due to the wiiid power energy 
in each year o f  the contract. Provide all assumptions, data and coinprrtatioiis of such 
expenses, including electronic spreadsheets with foiniulas intact. 

Please provide tlie avoided variable non-FAC expenses due to the wind power energy 
reflected in the Company’s test year reveiiue requireiiieiit. Please indicate where the 
Company included such amount in its filing. 111 addition, provide all assumptions, data 
and coiiiputatioiis of such avoided variable non-FAC expenses, iiicludiiig electronic 
spreadsheets with fonnulas intact. 

Please quantify tlie avoided variable FAC expenses due to tlie wiiid power energy in 
each year of tlie coiitract. Provide all assumptions, data and computations of such 
expenses, iiicludiiig electronic spreadsheets with forinulas intact. 

Please identify, describe and provide any other avoided variable expeiises/costs not 
considered as sales margins, iioii-FAC expenses or FAC expenses in each year of tlie 
coiitract. Provide all assumptions, data and coiiiputations of such expeiises/costs, 
iiicludiiig electronic spreadsheets with forinulas intact. 
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RESPONSE 

a. 

b 

C. 

d. 

e. 

f. 

In accordance with Article 6 of die hitercoimectioii Agreement, the member delivering 
Primary Energy receives paymeiit equal to its Primary Energy rate. This, there are no 
margins associated with sales to sister companies. Moreover, there will be no 
iiicreineiital off-system sales fiom wind energy power as explained in Note 2 of SCW-3. 

See the response to item a. above. There were no adjustments to the test year. Any 
iiicreased sales as a result of the Wind PPA will flow tIxoug1i the System Sales Clause. 

There were no variable iioii-FAC expenses reff ected in Exhibit SCW-3. 

See the response to item c. above. There were no adjustments to the test year for iioii- 
FAC expenses. 

See the workpaper provided in response to Item No. 17, this set. 

See the workpaper provided in response to Item No. 17, this set. 

WITNESS: Scott C Weaver 
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ower Company 

XiEQTJEST 

Refer to Section V Workpaper S-4 page 46. Please coilfirm that the Coxnpany’s adjustiiieiit 46 
sliown on this schedule does not iiiclude any avoided variable expensedcosts OF sales margins 
from the additional energy. If this is correct, then please explaiii why it does not. If this is not 
correct, tlieii please identify where such savings and/or inargiiis are included and provide the 
amount of such savings and/or margins. 

RESPONSE 

The intent of this adjustment was to reflect pool capacity savings, not energy (variable expense) 
savings. 

WITNESS: Scott C Weaver 
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ower Company 

IXEQUEST 

Please coilfirm that the Company’s adjustment 46 is not for the amount of net expense that will 
be iiictu-red in 2010 and that the amount included in tlie test year revenue requirement is an 
annualized amouiit. If this is true, does tlie Company agree that the axiualized ainouiit will not 
be incurred until calendar year 201 l?  Please explain your response. 

RESPONSE 

Adjustment number 46 is ai annualized amount. The Coinpany expects the annualized aiiiount 
will be incurred during the first twelve months following the effective date of new rates. The 
Coiiipany expects the expense will be prior to December 3 1,20 10. 

WITNESS: Errol K Wagiier 
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REQUEST 

Please identify aid describe each incentive compensation progran available to AEPSC and 
Kentucky Power Company employees. 

RESPONSE 

Due to the voltmiuous iiatrlre of the response, tlie requested infoiinatioii can be fouiid in the CD 
attached to this set of data requests. 

WITNESS: David A Jolley 
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entuclcy Power Company 

For each incentive compensation plan, please ideiititify wlich plans payout based on the fiiiancial 
perforiiiance of AEP. ldentify all financial performance factors and targets established, 
iiicludiiig all payout matrices, for each such plan and the weighting for each factor. 

RESPONSE 

Copies of all aimxal and long-term incentive plans were provided in response to the ICITJC 1st 
Set Item No. 27. Please refer to each p h i  document for complete descriptions of plan iiietrics 
and payout factors. 

WITNESS: David A Jolley 
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Kentucky Power Company 

REQIJEST 

For each inceiitive coinpeiisatioii plan, please provide the test year expense amount incurred 
tlxougli charges to the Coinpany fiom AEPSC and incurred directly by the Coiiipaiiy for its 
employees. 

RESPONSE 

A brealcdowii of test year incentive amounts by each iiiceiitive coiiipeiisation plan broken dowii 
between those charges froin AEPSC and directly incurred by Keiitucky Power einployees is as 
follows: 

Iiiceiitive Coinpelisation Plan - Kentucky Power Employees 

Kenhicky Power Company $ 1,142,899 
Generation $ 844,526 
Transmission $ 147,174 
Shared Services $ 109,826 
Custoiiier & Distribution Seivices $ 0 
L,oiig Teiiii Incentive ($ 85,422) 
Sr. Officer $ 0 
Finance $ 0 
Eiivironnieiital, Safety, Healtli & Facilities $ 18,636 
Corporate Coinmmlicatioiis $ 0 
Corporate $ 0 
Coiimercial Operations L-0, 

Total $2,177,639 

From AEPSC(a) 

$ 0 
$ .306,.575 
$ 276,221 
$ 229,970 
$ 347,375 
$ 8,157 
$ 117,.~6l(a) 
9; 
$ 0(a> 
$ 0(a> 
$ 475,926 
$ 384,039 

$2,145,624 
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(a) Test year AEPSC incentive compensation is fuiided tlu-ougli moiitlily accruals which 
record expense, and offsetting liabilities, based upon monthly estiiiiates of the year eiid 
iiiceiitive targets. The accrued expeiise is recorded as a loading 011 employee labor aiid is 
not necessarily segregated by each available plan, but rather is segregated by AEPSC 
departiiient. The Sr. Officer, Finance, Envirorunental aid Corporate Coniiiim~icatioii 
plans are all combined in the iiioiithly accruals. 

In responding to this request tlie Coinpany discovered an error of Exhibit RKW-1 of tlie 
Direct Testimony of Ranie IC. Wohdias. The sign was incorrect 011 the test year 
incentive ainoulit of KPCo employees under LTIP. A corrected Exhibit RKW-1 is 
attached as page 3 of this response. 

WITNESS: Rank I<. Wohnhas 
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Exhi bit RKW-I 
Kentucky Power Company Revised 2/12/10 

Summary of ICPlLTlP Adjustment to I .O Target Payout 
Test Year 12ME 9/30/2009 

Type Calculated Test 
of Incentive Year 

Incentive @ 1 .O Pavout Incentive Adiustment 

ICP 
KPCo Employees $ 2,658,577 $ 2,263,061 $ 395,516 
AEPSC Employees $ 2,992,070 $ 2,137,467 $ 854,603 
Total ICP $ 5,650,647 $ 4,400,528 $ 1,250,119 

KPCo Employees 
AEPSC Employees 
Total LTIP 

Total ICP/LTIP 

$ 206,705 $ (85,422) $ 292,127 
$ 784,153 $ . 8,157. $ 775,996 
$ 990,858 $ (77,265) $ 1,068,123 

$ 6,641,505 $ 4,323,263 $ 2,318,242 
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Ken tuc ly Power Company 

Refer to page 9 lines 9-10 of Mr” David Jolley’s Direct Testiiiiony wherein lie states: “As a 
result, in m y  given year, total pay inc~-eases will sliglitly exceed the merit increase budget.” 
Please coilfirin that this statement addresses only pay ccincreasesyy and that it does not address 
total coinpeiisatioii, which may be more or less and will reflect the coinposition of the work 
force, e.g., new lower paid employees that replace higher paid employees that retire or otherwise 
leave the Company in any year, and the staffing levels of the work force, whether increases or 
decreases. 

RESPONSE 

This stateinelit addresses only pay “increases” and does not address total compensation, wliicli 
may be more or less and will reflect the composition of the work force, e.g., new lower paid 
employees that replace higher paid employees that retire or otheiwise leave tlie Company in any 
year, a id  the staffing levels of tlie work force, whether increases or decreases. 

WITNESS: David A Jolley 
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Kentucky Power Company 

REQUEST 

Refer to page 10 lilies 8-9 of Mi.  David Jolley’s Direct Testimony wherein he states: “As a 
result, overall iiicreases for hourly employees will sliglitly exceed the general increase in any 
given year.” Please coifirin tliat tlis statement addresses oidy “increasesyy and that it does not 
address total compensation, wl~icli may be more or less and will reflect tlie coinposition of the 
work force, e.g., new lower paid employees that replace higher paid employees Illat retire or 
otherwise leave the Company iii any year, and the staffing levels of tlie work force, whether 
increases or decreases. 

RESPONSE 

This stateinelit addresses only pay “increases” and does not address total compensation, wlich 
may be more or less and will reflect the coinpositioii of tlie work force, e.g., new lower paid 
eiiiployees that replace higher paid employees that retire or otherwise leave the Coiiipaiiy in any 
year, aid the staffiig levels of the work force, whether increases or decreases. 

WITNESS: David A Jolley 
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entuelcy Power Company 

REQUEST 

Refer to page 18 lines 13-17 of Mi.. Jolley’s Direct testinioiiy wliereiii he addresses the aiiiouiit 
of the long-term inceiitive plan requested by tlie Coinpany. 

a. Please coiifiiin that tlie $990,858 amount cited is coinpensation tliat is “paid” in the forin 
of restricted stock. 

b. Please deinoiistrate tliat the Coinpany quantified tllis amouit on an expense basis, i.e. tliat 
this is not a total amount for both capital and expense. If this amourit is a total aiiiouit for 
capital and expense, please provide the expeiise amouit along with all assumptions, data 
and computations used to compute the expense amomit. 

RESPONSE 

a. The $990,858 amouiit cited is the estimated dollar value that would be paid to long-term 
incentive plan participants at a I .O payout level. These payments would iioriiially be paid in 
cash unless a participant elected to defer receipt of the award or the participait was subject 
to a iniiziniiun stock ownership requirement. 

b. Please see response to ICITJC First Set, Itein No. 33. 

WITNESS: Ranie IC Wolmhas 
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ower Company 

REQUEST 

Refer to Exhibit RICW-1, entitled “Swmary of ICP/LTLP Adjustment to 1.0 Target Payout.” 
Please demonstrate that tlie Company quantified the amounts shown on tl& schedule on an 
expense basis, i.e., that this is not a total amowit for both capital and expense. If the amounts on 
this schedule are the combined capital and expense amounts, then please provide a scliedule that 
shows only the expense amounts along with all assumptions, data and coinputations used to 
conipute tlie expense amounts. 

RESPONSE 

The “Total ICP/LTIP“ amounts sliown on Exhibit RICW-1 are for both capital and expense. 
These amounts are shown in Section V, Workpaper 5-4, Page 13 lines 1,2 and 3. Line 4 then 
allocates 65.56% of tlie adjustment to test year incentive plan costs to O&M. 

WITNESS: Ranie IC Woldias 
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Kentucky Power Company 

Refer to Exhibit RKW- 1. Please provide the workpapers used compute the amounts at a 1 .O 
payout. Provide the assumptions, data, computations and electronic spreadsheets with formulas 
intact. 

RESPONSE 

The workpapers are provided in the attached CD. 

WITNESS: Ranie I< Wohdias 
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ower Company 

Refer to page 26 lilies 12-13 of Mr. Wagner’s Direct Testimony. Please provide a copy of the 
AEP or Coiiipaiy guidelines for the “coal inventory target of days supply to have 011 hand” of 30 
clays. Provide a copy of all other source doctunelits relied 011 for this target level. 

RESPONSE 

In establislziiig tlie coal iiiventory target for the Big Sandy plant, AEP coiisiders tlie probability 
of iiitexi-uptioiis of the fuel supply, how loiig such intemiptions may last, and how iiiucli file1 is 
necessary to provide for these contingencies. These targets are established by a cross-functional 
team, the Fuel Supply Task Group (FSTG), composed of persoimel fiom the generation, 
coiiiniercial operations, &el procurement, transpoi-tation aid regulatory groups withi  AEP. The 
FSTG performs tliis analysis amually. Tlie study in place during the test period is attached. 

WITNESS: Errol K Wagner 
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ower Company 

REQUEST 

Refer to page 26 lines 12-20 of Mr. Wagner’s Direct Testiiiiony wlierein he claims that “coal 
inventory is usually financed with short tenii debt.” 

a. Please provide all support for this claim, including copies of source documents relied 011. 

b. On Section V Workpaper S-3 page 2 of 3, the Company’s actual shoi-t term debt foi 
J~ily, August and September of 2009 was $0. Please explain liow the Coiiipany 
financed its coal inventory in those tlu-ee montlis, if indeed the statement that “coal 
inventory is usually falanced with shoil: term debt” is coi-rect. 

c. Oil Section V Workpaper S-3 page 2 of 3, tlie Company’s actual short term debt for 
June 2009 was $6.0 million, substantially less tliaxi the imputed $19.9135 iiiillioii in coal 
iiiventory in tlie test year. Please explain how the Coinpany financed its coal iiiveiitory 
in June 2009, if indeed the statement that “coal inventory is usually fiiiaiiced with short 
term debt” is correct. 

cl. On Section V Workpaper S-3 page 2 of 3, please identify each rate base amotuit that 
was financed by sliort teiin debt for each month in tlie test year. In addition, please 
provide all support for the Company’s response. 

e. Please provide the actual coal inventory balance for each month September 2008 
tlirougli September 2009 in tons and dollars. 

RESPONSE 

a. hi Case Nunhers 8429, 8734, 91-066 and 2005-00341 KPCo has consistently reflected 
adjustinelits (increase or decrease) in the value of fuel inventory by nialciiig an adjustmeiit to the 
short term debt value at the end of the test year. 111 Case No. 8429 KPCo proposed an increase its 
short term debt of $10,939,466 to reflect an equal increase in the value of file1 inventory. The 
Conmission at page eight of its Jmie 18,1982 in that case states ‘‘the Coiimiissioii lias reduced 
I<.entrIcky Power’s adjustment [to its short term debt] by $4,108,704 to reflect the lower level of 
inventory and the weighted average price”. 
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The coal inventory is turned over approxiinately every 62 days and considering the 32 days 
supply of inventory above the target level is a teinporary level fiirther supports the short term 
debt adjustment. 

The KIUC or its predecessor was a party to tlie Case No. 8249 proceeding aid therefore should 
have a copy of the relevant documents. 

b.Iiiternally generated funds. The adjustment at issue is a temporary run up in coal iiiveiilory due 
to a reduced deinand for coal generation. 111 fact at January 27, 2010 the Company had a coal 
inventory level of 45 days or a reductioii of approxiinately 53% ((62 days - 45 days)/32 days) of 
the amount of days supply above the target inventory level in approxiinately 45. 

Funds are not traceable and they are hiigible. However, what sliould be iinportaiit is consistelit 
treatment of the coal inventory adjustment. Sliort Term Debt sliould not be used only when the 
iiiveiitory adjustment is an upward adjustment and when tlie coal iiiveiitory adjustiiient is a 
downward adjustment use anotlier method of adjustment. 

c. See the Company's response to "b" above. 

d. The Company has not performed the requested analysis. 

e. Please see Page 3 of 3. 

WITNESS: E i ~ o l  K Wagiier 
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End of Month 
Balance 

Account 
escriptio 

2008 
2008 
2008 
2008 
2009 
2009 
2009 
2009 
2009 
2009 
2009 
2009 
2009 

151 0001 
151 0001 
151 0001 
151 0001 
151 0001 
151 0001 
151 0001 
1510001 
151 0001 
151 0001 
1510001 
1510001 
151 0001 

Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 
Fuel Stock - Coal 

$1 4,748,657 
$21,779,478 
$29,257,552 
$28,228,487 
$21, I 34,387 
$21,320,895 
$25,508,280 
$23,758,225 
$28,416,439 
$31,502,280 
$35,295,828 
$38,350,208 
$41,524,414 

Item No. 36 
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Tons 

149,647 
223,227 
31 6,627 
370,966 
295,675 
302,856 
388,780 
361,340 
439,344 
481,554 
545,730 
587,634 
641,744 
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Kentucky Power Company 

REQUEST 

Refer to page 27 lilies 5-6 of Mr. Wagner’s Direct Testimony wherein he claim that the 
Company will increase its capital by $9.423 million on average over a thee  year period. 

a. Please identify the referenced three year period. Provide the starting and ending iiiontlis a id  
years. 

b. Please provide the coinputation of the $9.423 millioii amount and provide the montlily 
amounts over the referenced period. 

c. Please confirm that the Company does not plan to implement its proposed reliability program 
unless or until it receives base reveiiues to recover such costs. 

RESPONSE 

a. The starting date would be tlie effective date of the new rates and the eliding date would be 36 
months after the effective date of the new rates. 

b. The annual capital expenditures shown 011 Section V, Worlcpaper S-4, Page 41 were assmiied 
to be incurred ratably during tlie t hee  twelve moiitli periods. For example, in year one, zero 
expenditures were assumed iii moiith oiie and a total of $4,720,000 in montli twelve. On average 
the first year there would be an additional capital iiivestiiient of $2,360,000. Year two the 
Conipaiiy would have all of year one’s capital investment invested duririg the secoiid year aid 
half of year two’s mount  or a total amount of $8,815,000 ($4,720,000 + ($8,190,000/2)). Aid. 
year tlu-ee all of year one and two’s investinent a id  lialf of year thee  or a total amount of 
$17,150,000 (($4,720,000 + $ 8,190,000) 3- $8,480,000/2). There would be an average 
incremental reliability capital iiivestmeiit during the tlu-ee years of $9,441,667 (($2,360,000 + 
$ 8 3  15,000 t $17,1 50,000)/3). 

c. The Coinpaiy will provide reasonable and is entitled to receive fair, just a id  reasonable rates. 

WITNESS: Elm1 K Wagner 
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ower Company 

REQUEST 

Refer to Sectioii V Schedule 3 and Sectioii V Workpaper S-3 page 2 of 3. 

a. Please explain why the Company used the September 30,2009 balance of short term 
debt aid did not use the 13 month average of short term debt on Schedule 3 that it 
computed on Workpaper S-3. Cite all precedent and/or other authorities relied on for 
this position. 

b. Please provide the Company’s balance of short terin debt for each moiith subsequent to 
September 2009 by type of such debt, e.g., AEP Utility Money Pool, bank boil-owiiigs 
or credit facilities. 

c. Please confirm that the Company’s financing plans include short. teim debt. 

d. Please provide a copy of tlie Company’s operating and capital budgets, and the 
resulting budgeted fuiancial statements for calendar year 201 0. Provide all assumptions, 
data, computations and electronic spreadsheets with formulas intact. In addition, 
provide a copy o f  all narratives that accompanied such budgets, iiicludixig presentations 
to the Company’s Board of Directors and/or the AEP Board of Directors. 

RESPONSE 

a. In case numbers 8429, 8734, 91-066 and 2005-00341 KPCo coiisisteiitly used the short term 
debt value at the end of the test year for capitalization purposes . The 13 moiitli average short 
term debt value on Schedule 3 was computed for the purpose of calculating the average short 
term debt interest rate during tlie test year. 

The IUTJC or its predecessor was a party to most if not all of the above proceedings and sliould 
have a copy of tlie relevant documents. 

b. All of Keiitucky Power’s shoi-t-teim debt is sourced from the utility money pool. Keiitucky 
Power does not have a i y  bank lines of their own to borrow shoi-t-term debt. Moiitli-end balances 
iuno~uits are as follows: 
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Moiitli and Year 
October 2009 

Eiid of Moiitli Balances 
$0 

November 2009 
December 2009 
JaliLlarY 20 10 1$805,286 2 

$0 
$485.337 

c. Yes. The Company's financing plan does iiiclude slioi-t-term debt. 

d. Please see page 2 for the capital budget and pages 3-4 for the O&M budget aid fiiicvicial 
statements for caleiidar year 2010. We are not aware of any narratives or preseiitatioiis to the 
Coiiipany's Board of Directors a ido r  the AEP Board of Directors for these budgets. 

WITNESS: Errol I< WagiierRanie I< Wohnlias 
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ower Company 

IREQUEST 

Refer to page 3 1 lines 1-8 of Mr. Wagner’s Direct Testimony addressing the allocation of the 
SIA trading margins. 

a. Please describe how the SIA trading margins were/are addressed in the System Sales 
Clause. 

b. Please c o d i m  that nolie of the $12.699 million was recovered tluougli the Systeiii 
Sales Clause. If that is not the case, then please provide the amount that was recovered 
through the System Sales Clause and provide the quantification of this amount. 

RESPONSE , 

a. The systeiii sales inargiiis at issue were tlie result of trading activities that occurred between 
July 2000 tlxougli March 2006. 

Wlieii the trading activities occurred, tlie inargiiis realized fioin the activities were reflected in 
tlie inoiitli of tlie activities. As a result, tlie inargiiis were reflected in the System Sales Clause 
during that month and tlie ratepayers received their appropriate share according the System 
Sales Clause. 

hi December 2009 the Company made an accounting entry to debit Account No. 449 1003 (an 
account not reflected in tlie System Sales Clause calculations) and a credit to Account No. 
234000 1. 

b. None of the $12,698,791.46 recorded in December 2008 was reflected in the System Sales 
Clause inontldy calculations. 

WITNESS: Errol I< Wagner 
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entucky Power Company 

REQUEST 

Refer to page -34 lilies 13-20 of Mr. Wagner’s Direct Testinioiiy addressing the Company’s 
proposed increase to O&M expeiise of $1.876 inillioii for iiet temporary iiivestiiieiit iiicome aid 
expeiise. 

a. 

11. 

C. 

d. 

e. 

Please identify all precedent for tliis adjustment in prior Coinpany and/or other ICeiitucky 
jurisdictional utilities’ rate proceedings. 

Please describe the source of this interest income and expense to “associated coiiipanies,” 
according to the description for account 430 in tlie FERC TJSOA. Was it the AEP 
Utility Money Pool or something else? Please describe. 

If the iiet amount in account 430 was related to the Company’s iuvestiiieiit/borrowing 
position during the test year, please explain why this interest expeiise would iiot be fully 
reflected in the revenue requirement by iiicluding the 13 month average short term debt 
balance in the capital structure used for the return 011 rate base? 

Please provide the interest income by source for each month during the test year. 

Please provide the interest expense by source for each iiioiitli duriiig the test year. 

RESPONSE 

a. The Coiiipiuiy did file an adjustnieiit in Case No. 2005-00341 at Section V, Workpaper S-4, 
Page 18. That Case was a settled case. Also see the Coinpany’s respoiise to Staff 2nd Set 
Itein No. 66. 
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b. The AEP System uses a Corporate Borrowing Program to meet short-term boi-rowiiig needs. 
The Corporate Borrowing Program includes a LJtiIity Money Pool, which fiuids the utility 
siibsidiaries, iiicludiiig Kentucky Power Company. Kentucky Power Coiiipaiiy's 
p a  ticipatiori in tlie Utility Money Pool provides tlie Company access to short-term 
boi-rowiiig capacity. When Kentucky Power utilizes tlie LJtility Money Pool to borrow, it 
iiicurs an expense for the amount it borrows based on the weighted-average interest rate of 
the moiiey pool. Conversely, when Keiitucky Power is invested in tlie Utility Money Pool, 
(i.e. has excess cash), tlie Company earns iiivestineiit income for the aniouiit in invests at the 
weighted-average interest rate of tlie inoiiey pool. 

c. Please see the Company's response to Staff 2nd Set Item No. 66. 

d. Please see tlie attached page 3 of 3. 

e. Please see the attached page 3 of 3. 

WITNESS: Enol I< Wagner 



Kentucky Power Co 

Monthly Account No. 4190005 Account No. 4300003 
Period Interest Income interest Expense 

Sep-09 $ 3,119 $ 72 
Aug-09 $ 

Jun-09 $ 
May-09 $ 
Apr-09 $ 
Mar-09 $ 
Feb-09 $ 
Jan-09 $ 
Dec-08 $ 

JUl-09 $ 

NOV-08 $ 
Oct-08 $ 
Sep-08 $ 

3,790 $ 
114 $ 

11,419 $ 
- $  
812 $ 

1,069 $ 
396 $ 
- $  
- $  

2,133 $ 
- $  
.- $ 

122 
2,388 

82,885 
125,170 
160,794 
190,364 
202,299 
222,000 
352,811 
314,549 
270,082 
168,841 
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Note: The source for Account Nos. 4190005 and 4300003 is 
the Utility Money Pool. 
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entuelcy Power Company 

REQUEST 

Refer to page 36 of Mr. Wagner’s Direct Testimoiiy. 

a. 

11. 

C. 

Please identify and describe all other luiowi changes in each AEP utility’s capacity 
position in 201 0, iiicludiiig both owned capacity and capacity purchased tllrougli PPAs. 
Provide a copy of tlie source documents relied on for y o u  response either for such 
changes or to demolistrate that AEP expects no clianges other than tliose identified by 
Mr. Wagner. 

Please identify and describe all other Imown cliaiges in each AEP utility’s capacity 
position in 2010, including sales of owned capacity a id  capacity sold though PPAs, 
sucli as tlie expired sale to CP&L,. Provide a copy of tlie source documents relied on 
for your response either for sucli changes or to demonstrate that AEP expects no 
changes other than tliose identified by Mr. Wagner. 

Please provide a schedule for the AEP East utilities that shows for each nioiith during 
201 0 each utility’s owned capacity, purchased capacity, sold capacity and capacity 
sold tlxougli PPAs to other utilities by month. Identify and describe the source(s) of tlie 
inforniation on tlie schedule. 

RESPONSE 

a. 

b. 

c. 

For the requested iirforniatioii, please refer to attached page 2 of 2 of this response. 

There are no additional luiowii changes planned as it relates to sale of capacity. 

For the requested information, please refer to attached page 2 of 2 of this response. 

WITNESS: Errol K Wagner 
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MEMBER PRIMARY CAPACITY (MW) 

Jan Feb Mar ADr Mav Jun Jul Aua Sea O b  Nov Dec 
2&1& UQ 2010 2JN 2m.Q 2aJ.U 2m.Q 

6,321 6,321 6,321 6,321 6,321 
2010 2010 

6,321 6,321 
2UQ XUQ 

6,321 6,321 6,321 6,321 6,321 
m 

CSP 4,841 4.841 4,841 4,841 4,841 4,841 4,841 4,841 4,841 4,841 4,841 4,841 
5,155 5,155 5,155 5,155 5,155 5,155 5,155 5,155 5,155 5,155 5,155 5,155 
1,453 1,453 1,453 L,453 1,453 1,453 1,453 1,453 1,453 1,453 1,453 1,453 

APCO 

I&M 
KPCO 
OPCO 8 450 8,450 8.450 8,450 8,450 8.450 8.450 8,450 8.450 8,450 8,450 8,450 

26:220 26,220 26,220 26,220 26,220 26,220 26,220 26,220 26,220 26,220 26,220 26,220 

Known Changes 
APCO 
CSP 
I&M 
K P r n  

21 
9 

268 
... -- 

9 
0 

OPCO 
307 0 0 0 0 0 0 0 0 0 0 

Projeced Changes 
APCO 
CSP 
I&M 
K P r n  

(10) 
33 

.. _- 
0 

OPCO 
0 33 (10) 0 0 0 0 0 0 0 o-..--.- 

Total Capacity w/ 
rhinnoc 12" FPh Mar Aor Mav Jun  Jul Aua SeD O b  Nov Dec . _ _  m -......-- 2010 

6,364 6,364 
4,825 4,825 

5,431 
1.453 

y 3 6 4  APCO 6,354 6,354 6,364 
4,858 4,825 4,825 4,825 4,825 4,825 4,825 4.825 4.825 4,825 CSP 
5,431 5,431 5,431 5,431 543 1 5,431 5,431 5,431 5,43 1 5,431 5,431 I&M 

K P r n  1.453 1.453 1.453 1.453 1.453 1,453 1,453 1,453 1.453 1,453 1,453 

rolb 2Q&Q, m __ 20 iQ &Lo 
6,364 6,364 6,364 

X i Q  Xim 
6,364 6,364 6,364 

2Q.U m 

8,467 
26.563 26,530 26,540 26,540 26,540 26,540 26,540 26,540 26.540 26,540 26,540 26,540 

... -- . -- 
OPCO 8,467 8,467 8,467 8.467 8,467 8.467 8,467 8.467 8.467 8,467 8.467 

Source - Promod AssurnDtions Document 
'- 'lanations 

(2 
Dec-09 12 Wind Purchase - Partial month @ Grand Ridqe 
Jan-10 21 Wlnd Purchase - Partial month @ Grand Ridqe 
Feb-10 33 Wind Purchase - Beech Ridae 
Mar-10 (10) Amos De-Rate 

Ed? 
Dec-09 
Jan-10 

8 Wind Purchase - Partial month @ Flowier Ridqe 2 
9 Wind Purchase - Partial month @ Flowler Ridae 2 

8 Wlnd Purchase - Partial month @ flowler Ridqe 2 
9 Wind Purchase - Partial month (9 flowler Ridqe 2 

m 
Dec-09 
Jan-10 
Jan-10 259 CPL contract exaimtion 

Dec-09 
Jan-10 

OPCO 
8 Wind Purchase - Partial month (9 Flowler Ridqe 2 
9 Wlnd Purchase - Partial month @ Flowier Rldse 2 
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Kentucky Power Company 

JXEQUEST 

Refer to page 38 lines 2-9 of Mr. Wagner’s Direct Testimony aid to Section V Workpaper S-4 
page 14. 

a. Please provide tlie same iiifoimation for each 12 inontlis eliding September 30 period 
for the last ten years, i.e., 2000 tlzrough 2009. 

b. Please provide the Handy-Wllitiiian index for each 12 montlis eiidiiig Septeiiiber 30 
period for the years 2000-2006. 

RBSPONSE: 

a & b. Please see tlie attached page. 

WITNESS: Errol I< Wagner 



KPSC Case no. 2009-00459 
KlUC 1st Set of Data Requests 

Dated February 12, 2009 
Item No. 42 a b 

Page 2 of 2 

Kentucky Power company 
Big Sandy Plant Maintenance Normalization 

Test Test Year Twelve Months Ending 9/30/2009 

Ln Twelve Months Twelve Months 
NO Ended Expenses 
(1) (2) (3) 

1 September 30,2009 $13,912,404 

2 September 30,2008 $21,012,448 

3 September 30,2007 $14,209,303 

4 September 30,2006 $12,713,271 

5 September 30,2005 $12,466,039 

6 September 30,2004 $11,201,362 

' September 30,2003 $16,887,286 

8 September 30,2002 $9,175,430 

9 September 30,2001 $8,231,090 

10 September 30,2000 $13,890,154 

71 Total 

12 Number of Years Average (L11/10) 

13 Test Year Steam maintenance Expense 

14 Adjustment to Test Year Expense 

15 Allocation Factor - PDAF 

16 KPSC Jurisdictional Amount (Ln 14 X I-n 15) 

I' Handy-Whittman 'Total Steam Production Plant 
Reference E-2 Line 6 January Index. 

Handy- 
Whittman 

Index " 
(4) 

540 

515 

492 

463 

449 

420 

412 

397 

391 

372 

Constant 
Dollar 
Index 

(5)  

1 .00 

1.05 

1.10 

1.17 

1.20 

1.29 

l"37 

1.36 

1.38 

1.45 

10 Year Constant 
Dollar 

Expenses 
(6) 

$1 3,912,404 

$22,063,070 

$1 5,630,233 

$14,874,527 

$14,959,247 

$1 4,449,757 

$22,122,345 

$12,478,585 

$1 1,358,904 

$20,140,723 

$1 61,989,795 

$16,198,980 

$13,912,404 

$2,286,576 

0.986 

$2,254,564 

Constant 
Dollar 
Index 

(7) 

1.00 

1.05 

1.10 

1.17 

1.20 

5 Year Constant 
Dollar 

Expense 
(8) 

$1 3,912,404 

$22,063,070 

$1 5,630,233 

$14,874,527 

$1 4,959,247 

$81,439,481 

$16,287,896 

- $1 3,912,404 

$2,375,492 

0.986 - 
$2,342,235 
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Kentucky Power Company 

REQ‘CJEST 

Refer to page 40 lilies 14-19 of Mr. Wagner’s Direct Testimony addressing tlie expiration of the 
250 niW sale to CP&L by I&M. 

a. Is it Mr. Wagner’s testimony that there will be no off-system sales margin at all resulting 
fi-on1 that 250 mW? If so, please provide all reasons for this assumption. 

11. Please provide a computation of the off-system sales margin from t h s  capacity a id  
energy based on sales into PJM if this capacity is iiot sold to another party tlvougli 
bilateral contract. Provide all assumptions, data and computations, including electronic 
spreadsheets with formulas intact. 

c. Please =vide a computation of the off-system sales margin from this capacity and 
energy if it will be sold to another party through bilateral contract. Provide all 
assiunptions, data and computations, including electronic spreadsheets with formulas 
intact. 

RESPONSE 

a. We have 110 basis for malting an assumption about off-system sales resulting fi-om tlie 
250 MW. To the extent that there are any such sales, they will be inchrded in the system 
sales tracker. It is M i .  Wagner’s Direct Testiinony that it cannot be predicted with 
certainty where the energy from the 250 MW of capacity will be allocated. It is possible 
that the energy from this 250 MW may be allocated internally to it’s owner Indiana 
Michigan Power Company. It is also possible that the 250 MW could be wed for 
primary deliveries to other deficit sister companies. The likelihood of allocation to off- 
system sales cannot be laiown at this time. 

b. The computation requested has iiot been peiforined. 

c. The computation requested lias not been performed. 

WITNESS: Errol I< Wagner 
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Kentucky Power Company 

REQUEST 

Please provide a schedule showing the amouit of off-system sales margins that were retained by 
the Company tllrough the operation o f  the System Sales Clause for each inoiith during the test 
year. Provide the gross margins, amounts recovered tlxougli base rates, amounts allocated to 
customers and amounts retained by the Company for each montli. Please provide this 
inforiiiatioii on a “cash” basis and 011 an “accrual” basis. 

RESPONSE 

Please see Pages 2 and 3 of this response. 

WITNESS: Errol I< Wagner 
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entueky Power Company 

REQUEST 

R.efer to page 33 lilies 1 1-17 of Mr. Wagner’s Direct Testimony addressing tlie need to true-up 
tlie fuel clause revenues and fuel clause expenses. 

a. 

b. 

C. 

Please describe the Company’s deferred fuel accounting. In this description, please 
describe the method used to compute the deferral accounting entries and provide an 

illustrative example of the journal entries using FERC revenue or expense accounts. 

Provide the inonthly actual FAC and base revenues on a cash basis and accrual basis to 
recover file1 and purchased power expenses and the fire1 and purchased power expense 
during the test year by FERC expense accout  on a cash basis a id  accrual basis and 
the deferred fuel expense by FERC revenue or expense account. If the revenues and 
expenses are not reconciled through the deferred fuel revenue or expense account, tlieii 
please provide a reconciliation and quantify and describe all differences. 

Please explain why this Adjustment 6 for fuel under (over) revenues to the per boolcs 
test year revenues amounts is necessary if the Coinpany uses deferred fuel accounting 
aid tlie deferral is reflected as a reduction or increase in the per boolcs revenues or fuel 
and pul-chased power expense for the test yeas. 

RESPONSE 

a. The Coiiipany’s deferred fuel accounting attempts to defer fuel expense froiii oiie 
accounting period to an accouiithg period when the fuel revenues will be received. Due 
to the fact that the FAC factor is calculated usiiig tlie IcWi sales in one accomtiiig period 
axid that factor is applied to tlie lcwh sales two moiitlis later, there will be either sui over 
or under recovery of the fuel costs (unless the kWli sales in the two accounting periods 
are tlie same). Tlki over or under recovery is applied in calculating the FAC factor. 
However, due to tlie calculations of tlie FAC clause inecliaiiisin where the FAC factor is 
calculated using the 1tWh sales of one accounting period and tlie factor is applied to the 
kWli sales two inontli later there will be either an over or under recovery of file1 costs in 
any time period unless tlie 1cWli sales in tlie two different acco~mting periods are the 
same. 

11. Exlibit EIW-4 calculates tlie over/(under) recovery of fuel cost during the test year ending 
September 30, 2009. Colrnims 3 tlzrougli 9, calculate the moiitldy fuel costs and colunms 
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11 tlxough 16 calculate the monthly fitel revenues. Coluriui 15 is calculated by taltiiig the 
curreiit inoiitli’s billed amid accrued ItWi (column 11) tiines tlie FAC factor (coluinii 13) 
two iiioiitlis earlier. Because the FAC factor is calculated by using the current month’s 
1tWXi sales a id  applied two months later to the then lcwli sales there will be ail over or 
under collectioii of tlie FAC revenues. That over or wider FAC amount is reflected in tlie 
FAC calculations, using the then current kWli sales to calculate a iiew FAC factor. Tlie 
iiew FAC factor is applied to tlie ltwli sales two moiitlis later still resulting in an 
over/(Luider) collections position In any twelve moiitli period there will most likely be ai 
over or mider fuel position, thus requiring an adjustment to the test year revenues. As 
deinoiistrated in column 17 (EKW-4) in any one inoiith there can be an over or under 
recovery of he1 costs. 

c. Tlie iiiajor yortioii of tlie dollar value for Adjustment 6 is the result of the Commission’s 
Orders in Case No. 2007-00522 dated June 12, 2007 and Case No. 2008-0028.3 dated 
Jaiiuay 8, 2009. 

In Case No. 2007-00522 the Coinmission authorized IQCo to include $1,057,543 per iiioiitli of 
cost incurred in prior periods in the calculation of the FAC factor for the months of August a id  
September 2008. The August and September FAC factors were billed in October and November 
2008, tlius increasing the monthly FAC revenues above the inoiitldy expenses by approximately 
$2,115,096 ($1,057,548 X 2). 

In Case No. 2008-00283 the Coinmission authorized ICPCo to include $98 1,697 per iiioiith of 
cost incuixd in prior periods in the calculation of tlie FAC factor for the months of December 
2008 tlu-ough May 2009. Tlie December 2008 tluougli May 2009 FAC factors were billed in 
February 2009 tlu-ough July 2009, this increasing the iiioiitlily FAC revenues above the moiitlily 
expeiises by approximately $5,890,182 ($98 1,697 X 6). 

Due to the fact these FAC reveiiues are one time noin-ecwring revenues, an ad.justiiieiit of 
$8,005,278 is required to normalize tlie test year FAC reveiiues. 

This accounts for $8,005,278 of tlie $10,989,239 over/(uiider) recovery of fuel adjustnieiit or a 
difference of $2,933,961. 

If m e  loolts at the twelve months eliding November 2009 coluniii 9’s total .jurisdictional fuel cost 
is $204,378,422. Coltum 16’s total fuel revenue is $21 1,955,792 or a difference of $7,577,369. 
$5,880,182 of that difference is the result of the effect of the Coinmission’s Order in Case No. 
208-00283 (981,697 X 6). The revenues associated with the Coimnission’s Order in Case No. 
2007-00522 or $2,115,096 ($1,057,548 X 2), wlicli were recovered in iiioiiths October and 
November 2009 drop off. The reinaiiiing difference is $1,697,187 ($7,577,422 - $5,880,182). 

WETNESS: Errol K Wagner 
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Keiitucky Power Company 

REQTJEST 

Refer to page 5 lines 20-22 of Mr. Thomas Myers’ Direct Testimony wlierehi he cites tlie actual 
OSS margins of $15.290 inillion for the test year. 

a. 

b. 

C. 

d. 

e. 

E 

Please provide all evidence that the actual test year amount either is or is not a 
“norinalized” amount for OSS margins. 

Please provide the Company’s actual OSS inargiiis for calendar year 2009 computed on 
the same basis as the $15.290 million for tlie test year. 

Please provide the OSS inargiiis included in the Company’s 2010 budget, including all 
assumptions, data, computations and electroiic spreadsheets with formulas intact used to 
develop the budget amount. 

Please,idexitify and quantify all expenses that the Company proposes to share SO% with 
its customers, other tlian those expenses that are used to compute the OSS margins. 

Please coilfirm that the Company’s proposal is to remove SO% of the per boolcs OSS 
margins in the test year from the revenue requirement through a proforma adjusliiieiit to 
increase O&M expense by $7.64.5 million. 

Please explain why the Comnission should retain tlie SSC if the price to do so is SO% of 
the test year OSS margins in establislihig a new baseline. 

RESPONSE 

a. The system sales margins reported on Section V, Workpaper S-4, Page 26 are the actual 
level of system sales margins reported for financial purposes, adjusted for lcnowii and 
measurable changes. 

b. See tlie attached. 

c. The 2010 budget for ICPCo’s OSS margins is forecast to be $26.8 niillioii. For the 
requested information, please refer to attached page 3 of 3 of this response. 
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d. The Coinpaiiy has not proposed to share SO% of any expenses with its cwtoiiiers, other 
than those expenses that are used to compute the OSS margins. 

e. Incoi-rect. One-half of the test year value, adjusted for lmown and measurable changes, 
is niiiltiplied by mi allocation factor of 98.7% to yield a value of $7,545,795. 

E. Please refer to the Direct Testimony of Tom Myers. Section III., ‘Purpose of 
Testimony’, states that tlie testimony will describe . . . .“The reasoils a iiiodified system 
sales clause sharing mecliauism for OSS inargiiis iiialtes sense, and why it provides a 
balance of risk aid reward, along with appropriate iiiceiitives to both tlie customers and 
sliru-el~olders.~~ 
(Myers Direct Testimony page 4, lines 3-5) 

WITNESS: Thoinas M. Myers 
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REQ‘IJEST 

Refer to page 6 lines 8-9 of Mr. Myers’ Direct Testimony wherehi he states: “The proposed 
modification provides a level of certainty for customers in the form of an embedded rate credit of 
$7,645,182. Please describe how the Coiiipany’s proposed modification provides any more 
certainty for customers than using the per boolts test year amount of $1 5,290,363. 

IIESPONSE 

The increased cei-taiiity referred to on page 6 lilies 8-9 of Mu. Myers’ Direct Testiinoiiy is based 
on a coinparison of how the cw-reiit system sales clause hictioiis versus the Conipany’s 
proposed system sales clause. The level of certainty for custoiners created by embedding SO% of 
the Test Year OSS margins as a rate credit is m h e r  explained 011 page 6 line 9 tllrougli page 7 
line 1 of Mi. Myers Direct Testimony. Widin that passage Nr. Myers states . . . “[Jnder the 
current system sales clause, there is no assurance customers will receive the benefit of the test 
year level of OSS margins.” (Myers Direct Testimony, page 6 lines 11 and 12) 

Mr. Myers coiicludes the section by stating . . . “Essentially, the proposed iiiodification 
eliiniiiates any OSS shortfall effect on KPCo custoiiiers by including a reasonable level of OSS 
margins in base rates.” (Myers Direct Testimony, page 6 line 23 through page 7 line 1) 

WITNESS: Thomas M. Myers 
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entucky Power Corn 

Refer to page 7 line 24 through page 8 line 2 of Mr. Myers’ Direct Testiinoiiy wherein he states 
tliat the Coinpany’s proposal provides “AEPSC with an incentive mechanism to optimize the 
iiiargins in such a manner tliat will benefit KPCo customers.” 

a. Please explain in detail how AEPSC will manage die System’s OSS any differently with 
or without the SSC either in its present form or in tlie modified forin proposed by the 
Coiiipany. Provide all evidence in support of each change in AEPSC manageiiieiit o f  the 
System’s OSS. 

b. Please explain how tlie SCC either in its present forin or in the modified forin proposed 
by tlie Coiiipany provides ai “incentive” to optimize the margins so that they will benefit 
IGCo customers as opposed to simply providing a inechanisin to sliare OSS margins 
over a baseline between customers and IU?Co. 

RESPONSE 

a. Business decisions regarding how AEPSC will optimize OSS margins are made 011 an 
AEP s ystem basis and not 011 an individual operating coinpany basis. In the event that 
the company determines tliat tlie cumulative weight of all comiiission decisioiis in the 
various jurisdictions does iiot provide adequate incentive, the company would likely scale 
back OSS activities such as participatioiz 11 coinpetitive energy supply auctions. AEPSC 
has 110 specific plans to alter the maiagemeiit of tlie System’s OSS based on the outcome 
of this proceeding, but will evaluate fbture activities accordingly. 

b. Tlie proposed system sales clause provides an incentive to optimize OSS margins so that 
they will benefit KPCo customers by aligning the interests of both tlie company and the 
customer. Because OSS inargixis would he sliared SO/SO, both ICPCo customers and tlie 
company benefit fiorn optiinizing those margins. The proposed incentive structure also 
aligns tlie interests o f  both the company and tlie customer in regards to risk management. 
Because tlie company has the daily responsibility to actively manage OSS risks, the 
incentive structure places the greater exposure on the coinpaiiy. Tlie KPCo customers 
receive an embedded rate regardless of whether OSS margins reach tliat level and have 
no limit on their equal sharing to the upside. 

WITNESS: Thoinas M. Myers 
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Kentucky Power Company 

REQUEST 

Refer to page 10 lines 21-24 of Mr. Myers’ Direct Testimoiiy wherein he states that “for AEPSC 
to coiitinue to assuine the increrneiital risk necessary to optimize OSS margins, it inust be able to 
coiitiiiue to participate in the margins created by this activity.” 

a. Please coilfirin that AEPSC trades on behalf of the AEP System, not specifically on 
behalf of IVCo. 

b. Please coilfirin that AEPSC will coiitiiiue to “optimize” OSS margins on behalf of the 
AEP System regardless of whether there KPCo has a SSC. 

c. Please coiifirrn that AEPSC will coiitiiiue to “optimize” OSS margins on behalf of the 
AEP Systein regardless of whether the SSC is modified so that tlie Company retains 

. loo% of OSS margins between $7.645 million and $15.290 million. 

a. AEPSC is the agent designated by the AEP East Operating companies, tlxough the AEP 
East Iiitercoiuiection Agreement and the AEP System Integratioii Agreement. As 
iiistructed by those agreements, AEPSC coordinates the ecoiioinic dispatch a id  operatioii 
for the power supply resources for the combined system. In suInrnary, AEPSC operates 
the AEP Systein as a pool, iiot on an individual operating coinpany basis. 

b. & c. Please see tlie Coinpany’s response to ICITJC 1st Set, Item No. 48 part a. 

WITNESS: Thoinas M. Myers 
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ower Company 

REQUEST 

Please identify all other AEP East utilities that have an SSC or any clause mechanism that allows 
tlie utility to retaiii a portioii of tlie AEP System OSS margin allocated to that utility tlxough the 
Intercoiuiectioii Agreeineiit. 

RESPONSE 

Appalacl-Lian Power, Columbus Soutlieni Power, Indiana Michigan Power, IGngsyort Power, 
Ohio Power, and Wheeling Power all have a mechanism that allows tlie utility to retaiii a portion 
of the AEP System OSS margiii allocated to that utility through the Interconnection Agreement. 

WITNESS: Thomas M. Myers 
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Kentucky Power Company 

REQUEST 

Please identify all changes in AEP System tradiiig activities that were adopted when West 
Virginia re-established die ENEC for APCo witli 100% of the OSS margins iiiwing to 
ratepayers. Please describe why each such clnange was initiated and deiiionstrate that it was 
initiated due to the lack of any “incentive” inechanisin in West Virginia for APCo. 

RESPONSE 

There were no changes in AEP System trading activities that resulted fi-om the eliiniiiation of 
OSS iiiargiii sliariiig when the ENEC was reinstated in APCo West Virginia. As stated in IUUC 
1st Set, Item No. 48 part a., the Coinpany evaluates OSS activities based on the aggregate 
iiiceiitives 011 the AEP system. 

WITNESS: Thomas M. Myers 
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ower Company 

REQUEST 

Is it Mr. Myers’ position that AEPSC no longer ‘‘optimizes” AEP System OSS niargins due to 
the lack of an “incentive” mechanisin in West Virginia? Please explain. 

RESPONSE 

It is not MI-. Myers’ position that AEPSC no longer “optimizes” AEP Systein OSS margins due 
to the lack of ai “incentive” ineclianism in West Virginia. In addition, please refer to the 
Compauy’s response to KTUC 1st Set, Item No. 48 part ‘a’ and IUUC 1st Set, Item No. 51 I 

WITNESS: Thomas M. Myers 
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Kentucky Power Company 

REQUEST 

Please coilfirm that AEPSC will coiztiiiue to “opthize” OSS magins 011 behalf of the AEP 
System regardless of whether KPCo has an SSC. 

RESPONSE 

Please refer to the Company’s response to I W C  1st Set, Item No. 48 part ‘a’ and IWJC 1 st Set, Item 
No. 49 part ‘a’. 

WITNESS: Thomas M. Myers 
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entuelcy Power Company 

REQIIEST 

Please conliriii that AEPSC will continue to ‘‘optimize” OSS margins 011 behalf of the AEP 
System regardless of whether the Commission adopts the Company’s proposed modification to 
the SCC. 

RESPONSE 

Please refer to the Comxpany’s response to KIUC 1st Set, Item No. 48 pait ‘a’ and IUUC 1 st Set, Itel11 

No. 49 pait ‘a’. 

WITNESS: Thomas M. Myers 
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Kentucky Power Company 

WQIJEST 

Refer to page 17 line 20 to page 18 line 7 of Mr. Myers’ Direct Testimony wherein he provides a 
list of the AEPSC technology investments and staffing requirements ziecessary for AEPSC to 
engage in trading and other activities that generate OSS margins. Please confirm that AEPSC 
costs to engage in OSS, iiicliding investment costs aiid tlie operating expenses such as salaries 
mid benefits, are allocated entirely to IQCo and the other AEP utilities and none of these costs 
are retained by AEPSC. 

XiESPONSE 

AEPSC does not retain any of the costs related to tlie activities that generate OSS margiiis. All 
AEPSC costs are allocated to tlie AEP operating companies, iiicludiiig KPCo. 

WITNESS: Thomas M. Myers 





IUPSC Case No. 2009-00459 
KJIJC First Set of Data Requests 

Dated February 12,2010 
Item No. 56 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Please coiifiriii that tlie Company does not propose a 50% sliariiig of tlie AEPSC costs to eiigage 
in OSS, iiicludiiig tlie investment costs and the operating expenses such as salaries a id  benefits, 
aiid that tlie entire allocatioii of these costs to IQCo in the test year are iiicluded in the reveiiue 
requiremeiit. If this is not the case, then please explain and quantify all such costs that the 
Coinpaiy has iiot included in their entirety. 

RESPONSE 

The Coiiipmiy has not proposed a 50% sliariiig of KPCo’s portioii of tlie AEPSC costs to eiigage 
in OSS, including tlie investment costs and the operating expeiises such as salaries and benefits. 
TCPCo’s allocation of these costs in tlie test year are llicluded iii the reveiiue requirement. 

WITNESS: Thoinas M. Myers 
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Ken tu eky Power Company 

REQUEST 

Refer to line 12 of Exhibit DMR-1 page 3 of 3. Please provide the file1 and purcliased power 
expense coinponeiit of tlie anolxtit on this line a i d  all other expenses separated into ftmctioii and 
operation and inaiiiteiiance expenses where such expeiises are fuiictioiialized by account. Show 
the noii-A&G 900 series of accounts as a separate category and the A&G expenses as a separate 
category aid by account if such information is available. 

ESPONSE 

The available detail is shown on Exhibit DEH-1, page 5 aid 6, aid totals $455,994,177. The 
amount shown on Section V, Workpaper $4, Page 4.5, Line 2, ColLuizu (3) of $2,128,351 is 
deducted, resulting in the value of $453,865,828. That is tlie correct value instead of the aiiouiit 
of $453,834,609 as shown on Exhibit DMR-I, Page 3, Line 12. 

WITNESS: David M Rousli 
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entuclcy Power Company 

REQUEST 

Refer lo page 10 line 21 of Mi.  Everett Phillips’ Direct Testiiiioiiy and the claiiii of ‘‘‘ii~creasiiig 
custoiiier expectations.” Is tlis a general observation that customers always want better 
customer service or reliability or is there some specific evidence that Mr. Phillips relies 011 that 
customers we deinaidiiig better customer service or reliability? If the latter, theii please identify 
all such evidence that customers are deinandiiig better customer service or reliability that Mr. 
Phillips relied on for this statement. 

RESPONSE 

The results provided iii testimony are tlie result of oiie question included in the surveys 
conducted with 200 residential aid 200 coinmercial customers by third-pai-ty veiidor MSI in 
2008. In addition, please refer to tlie response to Staff 2nd Set Item No. 45 for tlie 2008 MSI 
suivey report. 

WITNESS: Everett G Phillips 





KPSC Case No. 2009-00459 
KIUC First Set of Data Requests 

Bated February 12,2010 
Item No. 59 
Page 1 of 1 
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REQUEST 

Refer to page 10 line 22 o f  Mr. Everett Pliillips’ Direct Testimony and tlie claim that the 
Company has a “deteriorating distribution systemyy Is this a geiieral observation that all 
equipment and systems deteriorate over time a id  require replacement aiid iiiaiiitenaice or is 
{liere some specific deterioration that is outside the noiinal wear a id  tear? If tlie latter, then 
please identify all specific deterioration that is outside the iioiinal wear aid tear. 

Company witness Pllillips explains tlie deteriorating distribution system beginning on line 12 of 
bage 11 of liis direct testimony. The deterioration to wlrich Mr. Pldlips refers to is the 
deterioration in reliabilily as represented by tlie increasing SAID1 metric fioiii 2005 tlwougli the 
eiid of the test year. This is illustrated in Mr. Phillips Direct Testimony at page 12, Figure 2. 

WITNESS: Everett G Phillips 
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Kentucky Power Company 

REQUEST 

Refer to page 11 lines 12-14 of Mr. PlGllips’ Direct Testimony wherein he states that “Reliability 
will become increasingly difficult to improve or even inaintaiii unless I<PCo iiiipleineiits a 
Reliability and Service Edianceineiit Plan which will require additioiial fiuiding.” Please 
provide all evidence relied 011 by Mr. Plillips for this statemeiit, particulavly the claim that 
iiiaiiiteiiaiice of existing reliability will be difficult to maintain without additional fiuidiiig. 

RESPONSE 

The test-year level of vegetation inanagemelit work a id  expenditures for asset programs will 
help niaiiitaiii tlie level of tree- and equipment-related outages for a short period of time. 
However, at the same level of expenditures, work will start to decrease as tlie Compaiy faces 
iifflationary costs associated with material (herbicides, equipment, etc.) mid contract labor, which 
will ultimately result in fewer trees being trimmed and removed, fewer cutouts being replaced, 
and, inevitably, more sewice-related outages. Oiie of the examples noted above can be 
exemplified in tlie graphc oii the following page of this response. Since tlie year 2000, 
commodity piices for items like copper, iron, and steel have increased dramatically. Altliougli 
coiiiiiiodities declined iii 2009, coinrnodity escalatioii is approximately 3 9 percent greater than 
general inflation (CPI) over the same time period. 

WITNESS: Everett G Phillips 
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entuclcy Power Company 

REQUEST 

R.efer to page 13 lilies 12- 18 of Mr. Phillips’ Direct Testimony and the claim that a cycle based 
program will increase reliability compared to the existing perfoimance-based approach and the 
claim that the cycle based approach iiivolves “evaluatiiig ISPCo’s entire distribution system 
witliiii a four year period.” 

a. Provide all evidence that a cycle based program will increase reliability coinpared to a 
perfoniiaice based approach relied on by Mr. Phillips. 

b. Please confirni that wider a perfonname based approach, I(PCo evaluates its entire 
distribution system on a continuous basis to plan a id  prioritize the locatioii and scope of 
its vegetation management work activities. If this is not the case, then please explain 
why it is not. 

RESPONSE 

a. Please see the Coinpany’s response to Attorney General’s 1st Set Item No. 32. 

b. Under the perfoimance-based approach, the entire distribution system is analyzed 011 a 
regular basis using those items identified by Company witness Phillips at page S of his 
Direct Testimony. 

WITNESS: Everett G Phillips 
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REQUEST 

Refer to page 14 lilies 1-3 of Mr. Phillips’ Direct testimoiiy. Is it true that the existing 
performance based approach is not “systematic” and “data-driven?” Please explain. 

RESPONSE 

No. The Coinpany disagrees with the statement tliat tlie Company’s curreiit performance-based 
approach to vegetation management is not systematic or data-driven. Coinpany witness Phillips 
identifies the data driving the performance-based approach currently used begiixiiiig on line 7 oE 
page 8 of his testimony, which include “the tiine elapsed since vegetation insuiagenieiit activities 
were last perfoimed; tlie results of recent line inspections; tree-related reliability perfomaxice; 
critical customer service needs such as fire stations, police departineiits and hospitals; and 
eiiviroiuneiital conditions.” This data is systematically reviewed in order to “allocate resources 
to particnlar circuits, or portions of circuit” as stated on line 12 of page 8. 

WITNESS: Everett G Plillips 
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Kentucky Power Company 

REQUEST 

Please provide a copy o f  all written policies and guidelines that describe a d o r  control the 
Company’s existing performance based approach to vegetation manageinexit. 

RESPONSE 

Please see tlie attached copy o f  the AEP Forestry Goals, Procedures & Guidelines for 
Distribution and Transmission Liiie Clearance Operations. 

WITNESS: Everett G PI-Lillips 
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Goals, Procedures & Guidelines for Distribution and Transmission Line Clearance 
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AEP System Forestry Guidelines 

Foreword 
A. Introduction 

The purpose of these AEP Forestry Guidelines is to document and inform 
AEP empfoyees and its contractors of important criteria, practices and 
procedures pertaining to initial vegetation clearing for construction 
projects and the maintenance of rights of way. AEP incorporates these 
guidelines into each tree service contract; a copy shall be kept in all 
vegetation management contractor's vehicles. These guidelines are for 
the sole and exclusive use of the contractor and are to be  read 
consistently with other contract documents by and between AEP and the 
Contractor. 

5. Definitions 

Brush: Woody stem vegetation less than four (4) inches DBH. 

Clearinq: The physical cutting and/or removal of woody stem vegetation within the right of way. 

- DBH: (Diameter at Breast Height). The diameter of a tree measured at the height of 4-UZ feet 
above the ground on the uphill side. 

Danqer Tree: A tree considered a potential hazard to AEP's facilities positioned outside ofthe 
normally cleared right-of-way 

___. Debris: Non-vegetative material such a s  pop botttes, cans, wire, paper and old tires, 

Directional Pruning: The reduction of a tree's crown in a manner that provides increased 
conductor clearance by pruning to direct growkh of the upper crown away from the conductors. 

Fallen Tree: A tree lying on the ground not cut by the Contractor. 

Hanqer: A limb cut from a parent stem or bole of a free as part of the line clearance pruning 
procedure left aloft caught and held by the other branches of the tree. 

Hazard Tree: A tree considered a potential threat to the safety and reliability of AEP's facilities 
growing within the normally maintained right-of-way. 

The merchanfable portion of a tree as designated by AEP. 

Lotming: The cutting of limbs and slash so that they lie in contact with the ground or as otherwise 
designated by AEP. 

Mowinq: The mechanical cutting of woody stem vegetation within the right-of-way. 

Prescription: The plan prepared for each circuit or unit of work. It designates the vegetation to be 
maintained, the method(s) of maintenance, and who will perform the work. 

Removal: The complete cutting down of trees at or near the ground line. AEP shall specify the 
disposal method. 

- Slash: The un-merchantable portion of a tree as designated by AEP. 

- Tree: Woody stem vegetation greater than four (4) inches DBH. 

Goals, Procedures & Guidelines - Page 3 of 17 
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1. Contractor Guidelines 

A. Safety 
1. Protecting the safety of the public is of utmost importance to AEP. 

Contractors shall regard safety as their first priority. Contractors and 
their employees will recognize and follow all laws, rules and 
regulations regarding public and worker safety. Any safety related 
incidents (e.g., personal injury, vehicle accident, outages, flashes, 
near miss, customer issues, etc.) that occur on the job must be 
reported to the appropriate AEP personnel as soon as possible. 

2. All contact incidents outages or operations caused by contract crews 
shall be reported to the appropriate AEP Dispatch center and Forestry 
immediately. 

B. Personnel 

1. If required by state or local laws and regulations the contractor shall 
have an ISA Certified Arborist available. 

2. No private work may be solicited or worked by Contractor employees 
while on AEP time. Contractors shall not receive compensation from 
anyone except AEP for tree work that is a part of AEP's Forestry 
program. The consequences will be crew andlor contractor 
disciplinary action. 

C. Equipment 

I. Contractors shall provide sufficient equipment in working order to 
operate their business. 

2. The minimum number of chain saws on the job shall equal the number 
of personnei on the crew, or as per contract agreement. Chainsaws 
shall not be billed separately unless approved by AEP Forestry 
personnel. 

3. Each climber shall be provided with a complete set of equipment 
including: rope, saddle, chainsaw, pruner and handsaw. Each tree 
crew shall be properly equipped so that, if necessary, a tree rescue 
can be performed. 

The use of spurs/climbers/hooks should be avoided. Where their use 
is necessary (as in the removal of some trees or in climbing trees, 
which do not provide a notch in which to tie in) only qualified persons 
shall be permitted to use' them. 

Goals, Procedures & Guidelines - Page 4 of 17 
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D. Overtime 

Overtime is billable for work performed outside the scope of thb normal work 
schedule. 

E.. Work Procedures 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

Contractor practices shall be compliance with applicable industry 
standards (e,g., ANSI, OSHA, NESC) whenever practical unless the 
use of such standards increases the risk of injury or property damage. 

Changes in the workweek due to inclement weather, equipment 
breakdowns or other circumstances must have prior approval by AEP 
Forestry personnel. 

The contractor will be responsible for the development of a-plan to 
complete the assigned tasks. The assigned tasks must be performed 
in a systematic way that follows this plan. Some examples are: 
beginning work at substations, working between protection devices, or 
other methods to prevent inefficiency and/or skipped work. The plan 
must meet AEP approval before work begins. 

It is the Contractor’s responsibility to ensure that the plan is followed, 
including time estimates to complete the assigned tasks. 

Contractor shall provide daily work locations to AEP, including 
changes to these locations throughout the workday. 

Each crew shall have a planned worksheet at all times, except in the 
case of emergency work. 

The Contractor’s daily association with their crews and customers will 
allow planned outages and refusals 20 be worked on a progressive 
basis. A written list of such areas that have not been worked, 
including reasons, shall be supplied to AEP Forestry personnef. 
Undocumented skips may be worked at the Contractor’s expense. 

Contractor’s work shall be inspected on an ongoing basis. When an 
assigned task is complete, the Contractor must notify AEP Forestry for 
final inspection. 

The Contractor will notify AEP of any hazardous conditions found 
during the performance of work under this contract. This is to include 
danger trees, soil erosion, and any attachment: to AEP’s facilities, 

Goals, Procedures & Guidelines - Page 5 of 17 
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deteriorated, damaged or broken facilities and any other abnormal 
conditions. 

F. Public Relations 

Public relations are important to AEP. Proper notification can eliminate 
most property owner issues before they arise. Advanced notification 
provides the property owner/resident with an opportunity to voice 
concerns. 

1. Where required, an attempt will be made to contact property owners 
through personal notification, door hangers, news releases, letters, etc. 
AEP will attempt to contact an absentee landowner only if the 
landowner provides AEP with a method to contact the landowner. 

2. During emergency work, Contractor will attempt to notify the property 
ownerlresident of the crew’s arrival. Discretion should be used during 
late night or early morning work. If no personal contact is made, a door 
card may be feff to explain the emergency work performed. 

3. Contractor will document all locations where door cards were left, 
including address and date. A monitored local or tall-free telephone 
number to reach the contractor should be on each card. 

G. Refusals 

I. A “refusal” is considered any property owner/resident refusing to allow 
or permit the contractor to manage vegetation as specified within the 
scope of, and according to, these guidelines and all applicable 
specifications, permits and easements. 

2. The contractor shall fill out a refusaVcornplaint form with all pertinent 
information for all refusals. 

3. If the contractor is unable to resolve the refusal within one week, the 
refusal shall be turned over to the appropriate AEP Forester. 

4. Undocumented refusals or those left unaddressed for more than one 
week by the contractor may be worked at the Contractor’s expense. 

Goals, Procedures & Guidelines - Page 6 of I7 
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H. Damage Claims and Complaints 

1, The contractor shall be responsible for all damage claims and 
complaints due to its negligence. AEP shalf be notified immediately of 
alJ claims and complaints. 

. : 

2. An on-site investigation with the resident/ property owner shall be 
made as soon as possible. This meeting, or telephone arrangements 
for the investigation, shall be made within twenty-four (24) hours of 
receipt of the complaint, AEP’s representative may accompany the 
Contractor during this initial investigation. 

3. All valid claims resulting from the Contractor’s negligence shall be 
sefiled within thirty (30) days by the Contractor, or the Contractor shall 
provide evidence he is trying to reach a reasonable settlement. 

4. The Contractor shall keep AEP informed of the status of alf 
complajnts. When a settlement is reached, a written release for both 
AEP and the Contractor shall be ohfained from the property 
ownerlresident. 

5. if a settlement cannot be reached, the Contractor shall confirm in 
writing to AEP the final settlement offer and briefly summarize events 
pertainiqg to the offer. 

6. Afier thirty (30) days, i fa  Contractor fails to resolve a claim, does not 
continue attempts to resolve the cfaim or keep AEP fully informed, 
AEP may settle the claim and bill the Contractor. 

7. Costs to restore outages or repair the Owner’s facilities due to 
negligence may be billed to Contractor as determined by AEP 
Forestry. 

[I. Performance Guidelines 

A. Removals 

1. Stumps shall be flush cut (three (3) inch maximum height) and 
treated with an approved herbicide, unless designated otherwise by 
AEP Forestry. 

2, Tree removal shall be completed in one operation. If this is not 
practical, hazardous conditions shalf not be left while the work is not 
actively in progress. Trees shall be removed in a manner to protect 
yards, fences, houses, electric lines and other faciiities. 

Goals, Procedures & Guidelines - Page 7 of 17 
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3. Targets for removal are: 
_. 

_. 

- 
- 
I 

.- 

- Palm species. 

All trees with the potential of growing into the conductors, 
Trees where adequate clearance cannot be obtained 
using proper pruning practices. 

Trees that will take less than three times the amount of 
time to remove as they would take to prune. 
Trees within five (5) feet of poles. 
Mature trees where more than 50% of the crown must be 
removed to obtain dearance. 
Young vigorously growing trees where more than 66% of 
the crown must be removed to obtain clearance. 

B. Pruning 

1. Contractor prackes should be  compliance with all applicable industry 
standards (Le., ANSI, OSHA, NESC) whenever practical unless the 
use of such standards increases the risk of injury or property damage. 

2. Priming shafl be done in a manner that protects current tree health 
and with regard for future growth and development. 

3. Pruning shall provide at least the minimum specified clearance from 
electrical conductors as set forth in Tables I and 11. 

4. Trees that may be less suitable candidates for removal are: 

- Those that would take more than three times longer to 
remove than to prune for proper clearance and at least 
50% of the crown would be left intact. 
Species that will not reach a height that would affect the 
conductors. 

- 
- Slow-growing free species. 

5. Deciduous stumps shall be flush cut (three (3) in. maximum height) 
and shall be treated with an appropriate herbicide to prevent regrowth 
unless the situation prevents applicafion according to label 
instructions, there is a documented customer refusal or an AEP 
forester directs otherwise. 

6. At the request of the property ownerlresident diseased, dying, or dead 
trees which could threaten AEP facilities will be “made safe”, allowing 
for removal by the customer or private arborist. Generally, all brush 
and wood generated by this activity should be left on site, unless 
otherwise directed by AEP Forestry. 

Goals, Procedures & Guidelines - Page 8 of 17 
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4. Reasonable care should be exercised to prevent the spreading of 
insects or diseases from one tree to another. 

5. Portions of wild cherry, black walnut and other vegetation toxic to 
livestock (Le., wilted leaf material) that has been pruned, cut or 
damaged by the contractor’s activities, should be removed from active 
pasture areas accessible to livestock, unless agreed to by the property 
owner. 

C. Clearances - Distribution 

Variances to this recommendation may be necessary and applied due to 
specific operating company guidelines or specific restrictions in permits 
andl or easements. 

Mininium clearance for distribution system lines is that distance that will 
prevent re-growth into any AEP conductors for a minimum of three (3) 
years (see Table I in the appendix). The species, site, limb and conductor 
sag and sway during windy conditions and the effect of electrical load 
should all be considered when determining the clearance requirement. 

I. Primary Conductors- Limbs should be pruned for a minimuin of three 
(3) years clearance, Overhanging limbs should be removed. Top of tree 
should bedirectionally pruned unless prior arrangements have been 
made with the appropriate AEP Forestry representative. 

2. Open Wire Secondary Conductors- Limbs should be pruned for two 
(2) to five (5) feet of clearance without removing overhanging branches 
unless otherwise specified by an AEP Forestry representative. 

Goals, Procedures & Guidelines - Page 9 of 17 
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3. Twisted, Cabfed Secondary, Service Drops or Street bight 
Conductors - 
Trees near twisted or cabled secondary service drops and street fight 
wires will not be pruned unless limbs are applying pressure to the line. 
Do not prune for street light illumination except under the specific 
direction of the appropriate AEP Forestry representative. 

4. Span Guy Wires - Trees near span guys shouid only be pruned of 
heavy limbs applying pressure on the wires. 

5. Poles and down guys -All poles and down guys will be cleared of all 
volunteer trees, brush, and slash to obtain a minimum of a five (5) foot 
radius of clearance around the pole or guy. 

6. Vines - Should be cut, but not removed from AEP or other facilities, 
and treated with aR herbicide to prevent re-growth. Pu[fing I removing 
vines may damage equipment and endanger the employee, 

D. Clearances - Transmission 

The ultimate goal of vegetation maintenance is to provide for the safe, 
reliable operation of the AEP transmission system. When performing 
maintenance, the objective for locations on spans with less tban 100’ 
vertical clearance at maximum sag from conductor to ground is removal of 
all woody-stemmed vegetation to the appropriate width, leaving the 
cleared area of the right of way populated with grasses and herbaceous 
growth. Under certain circumstances (unique topographic and/or 
environmentally sensitive conditions), AEP may allow compatible, low- 
growing species to remain in the right of way. In maintained areas 
(mowed yards, lawns and public areas), trees deemed compatible with 
safe operation of the line may remain, although AEP strongly discourages 
this practice. Compatible species will be limited to those that grow no 

Goals, Procedures & Guidelines - Page 1 0 of 17 
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Conductors at Maximum Sag and Ground 

more than 15‘ tall or actively maintained trees that cauld be considered a 
crop such as in nurseries or orchards. 

Right of Way with Restrictions 
e 100’ Vertical Clearance between 
Conductors at Maximum Sag and Ground 

Clearance Table Guidelines 

2) Do Not Allow Vegetation Closer than 
Column E 
3) Trigger Distance to Schedule Maintenance 
per Column D 
> -I 00’ Vertical Clearance between 
Conductors at Maximum Sag and Ground 
?) Trim or Remove Vegetation to meet Column 
B *  
2) Do Not Allow Vegetation Closer than 
Column E I 
3) Trigger Distance t@ Schedule Maintenance 
per Column D 

. c *  
2) Do Not Allow Vegetation Closer than 
Column E 
3) Trigger Distance to Schedule Maintenance- 
per Column D 
z 100’ Verticar Clearance between 
Conductors at Maximum Sag and Ground 
I) Trim or Remove Vegetation to Meet Column 
C *  
2) Do Not Allow Vegetation Closer than 
Column E 
3) Trigger Distance t:, Schedule Maintenanca 
per Column D 

-- 

1. Restrictions -When removal of all woody-stemmed vegetation is not 
achievable (Le. there are restrictions), AEP will endeavor to cut or trim so 
that upon completion of the work no vegetation will be closer to 
conductors at maximum sag than the distances outlined in -Columns A 
and C. Distances are based on completed work meeting or exceeding the 
minimum approach distances to energized conductors for persons other 
than qualified line-clearance arborists and qualified line-clearance arborist 
trainees (Columns A and C). 

2. Minimum Approach - Additional maintenance should be scheduled 
when vegetation will encroach within the minimum approach distances 
from energized conductors for qualified line-clearance arborists and 
qualified line-clearance arborist trainees (Columns A and D). In areas 
where easement or other legal agreements, or regulations restrict 
vegetation management practices, the maximum allowable amount of 
vegetation will be removed or otherwise controlled. AEP wifl annually 
monitor locations where these clearances cannot be achieved. The 
monitoring will determine whether maintenance that is more frequent may 
be required in order to assure the safe, reliable operation ofthe circuit. 

- 

E. Hangers and CIean Up 

I. All hangers should be removed from the pruned tree before Ieaving the 
job site. 

Goals, Procedures & Guidelines - Page 1 1 of 17 
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2. Work sites shall be left in a neat and orderiy condition, 

3. A minimum amount of clean up work should be performed, especially 
when a property owner requests a tree be removed. Unless otherwise 
designated by AEP Forestry, wood shall not be cut up or hauled away. 
Where designated by AEP Forestry, chipping the brush, cutting wood 
into leqgths that can be handled and raking the site is the maximum 
clean up that should be performed. 

4. All streams and/or drainage ditches shall be kept free of any limbs or 
woody debris cut by the contractor. Any cut debris that inadvertently 
falls into such an area, or any debris left in an area that may be prone 
to regular flooding, shall be moved/removed in an appropriate manner 
(chipped, stacked on top of ditch bank, etc.) 

F. Clearing and Re-clearing 

I. AEP Forestry will provide the width of the right-of-way. 

2. All woody plants that have the potential to grow into the lines should 
be controlled, either by removal, herbicide treatment or a combination 
of both. On distribution lines and areas approved by Transmission 
Forestry on transmission fines those woody plants within the right-of- 
way that at mature size normally would not threaten lines or interfere 
with access to AEP’s facilities, should be left undisturbed in the right- 
of-way whenever possible. Variances to this recommendation may be 
applied due to specific operating company guidelines. 

3. During scheduled maintenance operations, prune or remove any 
vegetation within the rights-of-way of station entrances or exits that 
may affect the safe operation of AEP facilities, including station fences 
and equipment. 

4. During scheduled maintenance operations, any vegetation adjacent to 
station facilities that may affect the safe operation of those facilities 
should be brought to the attention of the appropriate AEP personnel. 

5. Trees, brush, and existing stumps within the right-of-way shall be cut 
as close to the ground as practicable, but not to exceed three (3) 
inches in height above the ground line. Where possible, the cut shall 
be parallel to the slope and promptly treated with an approved 
herbicide, unless otherwise directed by AEP Forestry. 

&.Trees shall be felled to avoid dainage to crops, fences and other 
facilities. Any trees felled into crops, ditches, streams, roads or 

1 
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across fences shall be promptly removed. No trees shall be felled in 
such a manner as to endanger AEP's facilities or the property of third 
parties, or hinder access along the right-of-way. 

7. Tree, brush and slash shall be lopped as designated by AEP Forestry. 

8. Danger trees are identified and addressed I worked at the discretion of 
the individual operating companies or regions. Consideration for 
danger tree removal shall be made for those trees that are an 
imminent hazard or threat to AEP facilities. Danger trees may include, 
but are not limited to, trees that have severe lean or sweep, are dead, 
or have visible defect or damage. When cut, danger trees shall be cut 
as low as possible. 

8. Stumps of trees growing in fences may be cut at fence post height, as 
approved by AEP Forestry. 

9. Logs may be left in tree lengths or as designated by AEP Forestry. If 
so designated, the merchantable value of fogs shall be preserved as 
much as practical. 

10. In remote areas, brush and logs may be piled at the edge of the right- 
of-way for wildlife habitat. 

11, Brush should not be left in managed agricultural areas or other 
maintained areas unless designated by AEP Forestry. 

G. Herbicide Applications 

1. All woody plants that have tfte potential of growing into the lines, 
should be controlled. Those woody plants within the right-of-way that 
at mature size normally would not threaten lines or interfere with 
access to AEP's facilities should be left untreated in the right-of-way 
whenever practical. 

2. Contractors are required to maintain accurate and up to date records 
of ail herbicide applications made and are required to abide by all 
Federal, State, and focal laws concerning licensing, record keeping, 
and product handling. 

3. Contractors shall attain 100% coverage and 95% control of treated 
vegetation. 

consultation with contractors. 
4. AEP Forestry will make vegetation management prescriptions in 
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Where required, landowners should be notified before any herbicide 
treatments occur. There are several acceptable methods of 
notification such as personalsontact, Jeiter, or door hanger. 

Managers of public righfs-of-way involved in the treatment area shall 
be notified, where appropriate. 

Contractor shall be responsible for training of' herbicide applicators. 

Unless specifically prohibited by property owners or AEP Forestry, 
stumps should be treated with an appropriate herbicide treatment. 

M. Tree Growth Regulator Application 

I .  Trees designated for tree growth regulation shall be treated with an 
approved tree growth regulator (TGR) in accordance with label 
instructions. 

2. At1 trees shall be inspected by the Contractor for health and vigor prior 
to treatment. Trees found in an excessive state of decline shafl not be 
treated unless directed by AEP Forestry. 

3. As designated by AEP Forestry, landowners should be notified before 
any TGR treatments occur. There are several acceptable methods of 
notification such as personal contact, letter, or door hanger. 
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Goals, Procedures & Guidehes for Distribution and Transmission Line Clearance 

APPENDIX I 

Distribution Line- Clearance Guidelines 

These growth rates and clearance distances are guidelines for the minimum 
clearances required. These distances are not static and should serve as 
minimum clearance requirements unless designated otherwise by AEP 
Forestry. Good soils and high moisture may cause many species to grow faster. 
These clearance guidelines are not meant as a requirement for all trees on 
AEP’s rights-of-way. it is understood that during maintenance intervals, trees 
may encroach into these minimum clearance zones, The guidelines are meant to 
be used a guide for trimming those trees currently being maintained. 

~ I ~ ~ ~ U ~  CLEARANCE FROM CONDUCTORS 

- Species wish Fast Regrowth Rates: Prune for a minimum clearance of 20 
- feet from conductors 

Cottonwood 
Poplar species 
Si Ive r map le 
Sycamore 

Willow 

Box Elder 
Ailanthus 

- Species wifh Medium Re-growth Rates: Prune for a minimurn clearance of 
I5 feet from conductors 

Locust 
Red maple species 
Ornamental pear species 
Fruit trees (apple, pear, etc.) 
Elm species 
Pine, Spruce E4 Hemlock species 
Sweet gum 
Catalpa 

Hackberry 
Hickory 
Cra bapple 

Ash species 
Mu1 berry 
Bois d’arc (Osage oraqge, hedge tree) 

Red oak 

- Species wifh Slow Re-growfh Rates: Prune for a minimum clearance of a 
- feet from conductors 

Cedar 
Chinaberry Persimmon 
Magnolia White oak (round lobes) 
Any small variety species (Redbud, dogwood, etc.) 

- P ossibie Exceptions: 
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When the entire trunk of a tree falls within the minimum clearance 
specifications. 

e When due to the branching structure of the tree less trimming would 
fend itself to an overall healthier free, yet with acceptable clearance. 
Isolated instances approved by AEP Forestry representative. 
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APPENDIX I! 

Transnnissioii Line Clearance Guidelines(7) 

Nominal Voltage 
(kV phase to 

phase) 

765 I V  
500 kV 
345 kV 

161 kV 
230 kV - 

88 kV & 115kV 

46kV, 40kV, 34.5 
kV & 23 kV 

Column B(’) 
NERC Clearance 1 

(no restrictions) 
Desired Clearance 

between 
and 

Vegetation 
45 ’ 
45’ 
30’ 
30’ 
25’ 
25 ’ 
25’ 
25’ 
20’ 

Column C (3T (5) 

NERC Clearance 1 
(with restrictions) 
Desired Clearance 

between 
Conductor(’) and 

Vegetation 
35’ 00’’ 
26’ 08” 

16’ O S ’  
14’ 00” 
13’ 02” 

10’ 09” 

20’ osy7 

127 04” 

107 0 0 9 7  

-. 
Column D (’) 

ANSI Clearance 
between 

Conductor(’) and 
Vegetation 

’ 27’ 04” 
19’ 00” 

___. 
13’ 02” 
7* 11” 
6’ 00” 

4’ 06” 
3’ 09” 
2’ 09” 

5 5  0277 

Column Et4) 
NERC 

Clearance 2 
between 

Conductor(’) and 
Vegetation 

14’ 0” 
10’ 0” 
7’ 6’y 
5’ 2” 
3’ 5” 

2’ 11” 
2’ 6” 
2’ 6” 
2’ 6” 

-- 

Conductor at maximum sag conditiod6) 
(2) Desired clearance to maintain reasonable clearing cycles 
(3)ANST 2133.1 rev. 10/2000 
(4)EEE Standard 516-2003, Section 4.2.2.3, Tables 5 and 7, calcdated clearances 
(Clearance 2) 
(S)Application of herbicides will be considered as meeting these guidelines, as long 
as all treated vegetation meets or exceeds the desired clearance from maximum sag 
(Table AEP1.2, Columns A and C). 
(6>AEP Guidehe for Determining Maximum Conductor Sag and Blowout for 
Vegetation Management is to be used to adjust the conductor’s found field condition 
to the maximum sag condition taking into account the conductor size, span length, 
elevation, and current temperature. 
(7)(C01umns A, B, C, and D) distances exceed clearances for NERC operationally 
s i m c a u t  circuits noted in NERC Standard FAC-003-1, which gives cXearances 
(Columns A and E) to be maintained between vegetation and conductors under all 
rated electrical operating conditions, per BEE Standard 516-2003 (Guide for 
Maintenance Methods on Energized Power Lines) and as specified in its Section 
4.2.2.3, Minimum Air Insulation Distances without Tools in the Air Gap. 
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ower Company 

REQUEST 

Please provide all cost benefit studies performed by or 011 behalf of the Comnpaiiy in support of 
its proposed eidianced vegetation 1nmagement plan. 

RESPONSE 

No cost benefit studies were perfoiined by or 011 belialf of the Company. 

WITNESS: Everett G Phillips 
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Kentucky Power Company 

WQUEST 

Refer to page 30 lines 18-20 of Mr. Phillips’ Direct Testimony. Please provide the following 
information for KpCo’s distribution workforce: 

a. Age of each employee and an age distribution. 

b. Date of hire and employee level (position) hired in at for each employee. 

c. Present employee level (position) 

d. Employee level position sequence from lowest level to highest level. 

RESPONSE 

(a) For the requested information, please refer to attached page 2 of 7 of this response. 

(b) For the requested information, please refer to attached page 2 of 7 of this response. 

(c) For the requested infomation, please refer to attached pages 3 through 7 of this response. 

(d) The employee level position sequence for line mechanics starts at entry level of line 
mechanic (LM) D, progressing to L,M Cy then to LM B, and finally to LM A 
(journeyman). Time and skill assessments are required for each position. A LM D will 
train with existing crews and attend classes for a minimum. of one year before progressing 
to a LM C. A LM C position requires two years in the position before being pronioted to 
a L,M B. Finally, a LM R will be in the position for two years before moving to a LM A. 
Therefore, a line mechanic hired with limited slulls will require five years to become a 
top A line mechanic or journeyman provided the individual has met the slcill assessments. 
General servicer and line crew supervisor positions are filled from the LM A pool of 
employees, but are not automatic progressions. The general servicer a id  line crew 
supervisor positions are filled on an as needed basis depending on custonier base, work 
density and crew complements. 
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The engineering positions are filled with professional employees hired from accredited colleges 
and universities into entry level exempt positions, but do not progress at assigned times. Rather, 
they progress as their knowledge of the electrical system advances to the point that warrants 
advancement. This usually requires a minirnim of five years. 

The majority of the other positions listed on the attached document are support positions that are 
hired based on slcill sets with no set level of position sequence. WEde the majority of employees 
are hired at entry level positions, they progress over varying times to more senior positions. 

WITNESS: Everett G Phillips 
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Age of Each Employee arid Age Distribution 

25 28 29 30 31 32 33 34 35 36 37 38 39 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55 56 57 58 59 60 61 62 63 64 65 69 

/Emnlovee Aae Distribution1 
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01/22/2001 
12/04/1979 
06/01/1988 
0811 3/1979 
07/28/2006 
04/30/1979 
03/28/2005 
03/08/1978 
04/14/198O 
04/13/1976 
03/28/2005 
01/31/1980 
07/05/1996 
09/17/1979 
08/11/2008 
05/13/1976 
07/03/1996 
10/18/1976 
09/05/1990 
08/17/1973 
04/22/2007 
02/21/1978 
’8/31/1987 
J5/09/1990 
07/29/1985 
05/01/1980 
10/05/1995 
12/16/1980 
10/01/1975 
06/21 / I  982 
0211 611998 
0411 0/1989 
08/06/1984 
1011 911 970 
0211 Oh976 
09/01/1981 
02/12/2001 
04/23/2007 
0811 9/1980 
07/20/1982 
0811 4/1990 
08/05/1976 
02/25/1982 
04/21/1981 
09/05/1978 
0311 111 974 
04/04/1992 
211 311976 

Meter Reader 
Technician Senior 
Manager Community Affairs 
Customer Services Specialist 
Line Mechanic-D 
Line Mechanic-A 
Line Mechanic-B 
Line Crew Supervisor - NE 
Line Area Servicer 
Servicer X 
Line Mechanic-B 
Meter Reader 
Line Mechanic-A 
Line Mechanic-A 
Administrative Associate I 
Line General Servicer 
Line Mechanic-A 
Line General Servicer 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Mechanic-D 
Technician Senior 
Distribution Dispatcher I1 
Meter Reader 
Distribution Dispatcher I1 
Utility Forester I 
Sr Customer Solutions Associate 
Distribution Line Coordinator 
Supervisor Customer Services I 
Senior Clerk 
Meter Reader 
Technician Senior 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Area Servicer 
Line Mechanic-A 
Meter Reader 
Admini’strative Associate I I  
Meter Reader 
Line Mechanic-A 
Line Mechanic-A 
Line Crew Supervisor - ME 
Technician Senior 
Technician Senior 
T & D Clerk-A 
Customer Services Account Representative I I  
Intermediate Clerk 
Supervisor Distribution System 

~6/25/1980 
12/10/198O 
08/31 /2006 
02/23/1987 
09/05/2006 
1 1/20/2006 

Meter Utility Tester 
Distribution Projects coordinator 
Customer Services Account Representative Sr 
Field Revenue Specialist 
Line Mechanic-C 
Line Mechanic-A 
Line Servicer 
Line Crew Supervisor - NE 
Line Servicer 
Line Mechanic-A 
Line Servicer 
Technician Senior 
Line Mechanic-A 
Line Servicer 
Administrative Associate I 
Line Servicer 
Line Servicer 
Line Servicer 
Line Servicer 
Line Crew Supervisor - NE 
Line Mechanic-C 
Technician Senior 
Distribution Dispatcher I 
Distribution Dispatcher 111 
Distribution Dispatcher I 
Sr Utility Forester 
Administrative Associate 
Resource Analyst I 
Reliability Manager 
Administrative Associate 
Meter Reader 
Technician Senior 
Line Crew Supervisor - NE 
Line Crew Supervisor - NE 
Line Servicer 
Line Crew supervisor - NE 
Meter Reader 
Administrative Associate I I  
Field Revenue Specialist 
Line Mechanic-A 
Line Mechanic-A 
Line Crew Supervisor - NE 
Technician Senior 
Technician Senior 
Administrative Associate 
Customer Services Account Representative II  
Administrative Associate 
Supervisor Distribution System 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line Mechanic4 
Line Mechanic-A 
Line Mechanic-C 
Engineer 111 

Line Crew Supervisor - NE 
Line Mechanic-A 
Line Mechanic-D 
Line Mechanic-A 
Line Mechanic-D 
Engineer I l l  

i 

31 
43 
50 
58 
52 
3 7  
51 
32 
58 
54 
59 
36 
50 
45 
52 
47 
59 
41 
53 
48 
61 
35 
51 
54 
46 
53 
57 
60 
48 
59 
52 
47 
46 
44 
62 
56 
53 
44 
60 
49 
49 
43 
61 
54 
51 
50 
62 
51 
54 
59 
49 
28 
51 
25 
30 
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06/03/1968 
04/14/1986 
01/03/1967 
09/26/1980 
01/05/1998 
10/02/2006 
01/14/2008 
07/01/1985 
07/25/1978 
10/31/1977 
09/11/2006 
07/21/1975 
1 1/13/1991 
08/19/1975 
10/09/1975 
08/12/1975 
03/20/1989 
05/20/1980 
I 0/19/1976 
08/01/1988 
01/16/1978 
02/16/2004 
'4/30/1981 
3/29/1978 

07/27/2006 
05/1 111981 
02/21/1989 
07/06/2004 
01 /09/1974 
07/16/1990 
01/10/1974 
06/05/1978 
12/09/1983 
12/27/1983 
04/20/1977 
10/28/1975 
09/10/2006 
02/23/1976 
11/1 5/1985 
11/22/1976 
10/11 /I 984 
1211 911 983 
02/04/1980 
02/22/1978 
07/01/1996 
03/14/1988 
08/22/2006 
'9/06/1988 

Utility Forester I 
Technician Senior 
Supervisor Field Services 
Senior Clerk 
Line Mechanic-B 
Line Mechanic-D 
Meter Utility Tester 
Customer Services Account Representative I 
Meter Reader 
Line General Servicer 
Line Mechanic-D 
Supervisor Field Services 
Line Mechanic-A 
Line General Servicer 
Line General Servicer 
Line General Servicer 
Line Mechanic-A 
Line Mechanic-A 
Line General Servicer 
Superintendent Region Dispatching 
Customer Services Specialist 
Meter Reader 
Line Mechanic-A 
Line Crew Supervisor ~ NE 
Line Mechanic-D 
Line Mechanic-A 
Line Mechanic-A 
Meter Reader 
Technician Senior 
Distribution Line Coordinator 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line Mechanic-A 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Crew Supervisor - NE 
Line Mechanic-D 
Technician I 
Supervisor Distribution System 
Technician Senior 
Meter Reader 
Meter Electrician-B 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line General Servicer 
Line Mechanic-D 
Meter Reader 

3/23/1980 
07/27/1981 
01/14/1980 
03/29/2005 
0911 511 985 
08/03/1977 

Utility Forester I 
Right Of Way Agent-Distribution 
Supervisor Field Services 
Administrative Associate 
Line Mechanic-A 
Line Mechanic-C 
Technician II 
Customer Services Coordinator I 
Field Revenue Specialist 
Line Servicer 
Line Mechanic-C 
Supervisor Field Services 
Line Mechanic-A 
Line Servicer 
Line Servicer 
Line Servicer 
Line Mechanic-A 
Line Mechanic-A 
Line Servicer 
Dispatch Supervisor I 
Field Revenue Specialist 
Meter Reader 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Mechanic-C 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Mechanic-B 
Technician Specialist 
Supervisor Field Services 
Supervisor Distribution System 
Line Servicer 
Line Mechanic-A 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Crew Supervisor - NE 
Line Mechanic-C 
Technician Senior 
Manager Customer & Distribution Services 
Technician Specialist 
Meter Servicer 
Meter Electrician-A 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line Servicer 
Line Mechanic-C 
Technician II 
Supervisor Meter Services 
Meter Reader 
Technician Senior 
Line Mechanic-A 
Manager Customer & Distribution Services 
Senior Enaineer 

Supervisor Meter Services 
Meter Reader 
Technician Senior 
Line Mechanic-B 
Manager Community Affairs 
Engineer I 

I 1 

56 
63 
46 
65 
65 
38 
35 
28 
61 
51 
54 
34 
56 
42 
55 
59 
58 
46 
48 
55 
48 
57 
47 
51 
57 
31 
53 
43 
29 
56 
43 
57 
53 
45 
48 
53 
53 
38 
54 
47 
62 
ti2 
52 
51 
51 
48 
54 
25 
43 
51 
60 
52 
39 
51 
55 
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04/22/1980 
06/27/1973 
01/30/1978 
03/06/1978 
1210511 980 
07/08/1996 
02/20/1980 
06/16/7971 
1211 5/1980 
02/23/1998 
04/08/1985 
06/25/1984 
05/27/1980 
11/18/1985 
08/12/1976 
05/21/1990 
03/19/1979 
05/21/1984 
02/23/1998 
06/-13/1996 
06/22/1976 
11/19/2007 
72/27/1978 
~ 7 / 1  O / l  973 
03/16/1978 
031 6/1990 
07/29/1996 
0411 211 976 
12/09/1991 
12/05/1994 
03/12/1979 
02/01 /I 977 
02/20/1975 
09/07/1977 
01/08/7980 
12/30/1968 
05/22/1980 
04/03/1980 
09/09/2006 
01/02/1996 
06/04/1973 
04/21/1986 
08/20/1976 
12/06/2004 
1 210211 980 
06/12/1996 
03/29/2005 
71/09/1978 
12/26/1968 
0311 511 976 
02/01/1979 
0111 7/2005 
12/03/1979 
04/01/1974 

Meter Reader 
Customer Services Specialist 
Senior Clerk 
Line General Servicer 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line Mechanic-A 
Administrative Secretary 
Meter Reader 
Meter Reader 
Meter Reader 
Meter Electrician-A 
Customer Services Specialist 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Mechanic-A 
Technician Senior 
Operations Support Analyst 
Trainer II 
Line Mechanic-B 
Senior Engineer 
Utility Forester Ill 
Technician Senior 
Distribution Line Specialist 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line Mechanic-A 
Servicer X 
Line Mechanic-A 
Technician Senior 
Meter Electrician-A 
Meter Reader 
Senior Clerk 
lechnician Senior 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Crew Supervisor - NE 
Line General Servicer 
Line Mechanic-D 
Lead Customer Solutions Associate 
Engineer I 
Meter Reader 
Meter Electrician Supervisor-NE 
Administrative Associate I 
Line Crew supervisor - NE 
Line Mechanic-A 
Line Mechanic-8 
Technician Senior 
Distribution Line Coordinator 
Transmission Dispatcher I 
Distribution Dispatcher II 
Meter Reader 
Customer Services Engineer Ill 4 

Meter Electrician-A 

Meter Reader 
Field Revenue Specialist 
Customer Services Account Representative IV 
Line Servicer 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line Mechanic-A 
Administrative Associate 
Meter Servicer 
Meter Reader 
Meter Reader 
Meter Electrician-A 
Field Revenue Specialist 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Mechanic-A 
Technician Senior 
Distribution Line Coordinator 
Distribution Dispatcher I II 
Distribution Dispatcher II 
Manager Region Support 
Utility Forester 111 
Technician Specialist 
Distribution Line Coordinator Sr 
Supervisor Distribution System 
Line Mechanic-A 
Line Mechanic-A 
Line Mechanic-A 
Line Servicer 
Technician Senior 
Meter Electrician-A 
Meter Reader 
Administrative Associate 
Technician Senior 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Crew Supervisor - NE 
Line Servicer 
Line Mechanic-C 
Administrative Associate 
Engineer 1 
Meter Reader 
Meter Electrician Supervisor-NE 
Administrative Associate 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line Mechanic-A 
Technician Senior 
Distribution Line Coordinator Sr 
Distribution Dispatcher I 
Distribution Dispatching Coordinator Sr 
Distribution Dispatcher I l l  
Manager Customer & Distribution Services 
Meter Electrician-A 

56 
57 
51 
56 
51 
44 
51 
61 
51 
54 
61 
53 
58 
48 
53 
52 
62 
60 
37 
34 
56 
28 
56 
61 
53 
54 
34 
61 
56 
46 
51 
58 
54 
52 
56 
62 
51 
50 
33 
52 
60 
56 
53 
55 
49 
43 
39 
59 
65 
53 
53 
33 
54 
55 
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08/28/1978 Customer Services Specialist 
05/15/1980 Technician Senior 
07/05/1994 Line Mechanic-A 
06/24/1996 Line Mechanic-A 
02/05/1980 Line Mechanic-A 
09/11/2006 Line Mechanic-D 
06/01/1985 Manager Distribution System 
"2/16/1998 Meter Reader, 
.8/24/1978 Distribution Dispatcher I I  
02/03/1969 Distribution Line Coordinator 
05/09/1990 Engineer I 
04/02/1982 Meter Electrician-A 
06/28/1976 Technician Senior 
02/1 6/1988 Line Mechanic-A 
06/16/1980 Line Mechanic-A 
06/19/1996 Line Mechanic-A 
01/13/1986 Line Mechanic-A 
03/09/1978 Line Area Servicer 
0711 1/1988 Line Mechanic-A 
10/01/1984 Line Mechanic-A 
03/08/1979 Meter Electrician-A 
09/16/1986 Line General Servicer 
08/27/1979 Line Mechanic-A 
06/14/1990 Line Mechanic-A 
03/28/2005 Line Mechanic-B 
0511 6/1988 Meter Reader 
0511 9/2008 Engineer IV 
12/17/1979 Technician Senior 
11/20/2006 Engineer I l l  
03/23/1987 Meter Reader 
09/01/1988 Customer Services Specialist 
02/04/1970 Line General Servicer 
511 9/1980 Line MechaniC-A 

I 1/09/1987 Line Mechanib-A 
10/27/1980 Line Mechanic-A 
02/27/1989 Line Mechanic-A 
12/12/1966 Line General Servicer 
01 /I 811 978 Line General Servicer 
04/02/1979 Senior Clerk 

01/05/1976 Special Clerk 
01/04/1988 Customer Services Engineer Ill 
06/05/1986 Line Mechanic-A 
06/13/1978 Line Mechanic-A 
07/26/2006 Line Mechanic-D 
02/25/1982 Supervisor Distribution System 
02/12/2001 Meter Reader 
12/19/1983 Meter Reader 
02/29/1988 Meter Reader 
02/29/1988 Line Mechanic-A 
03/29/2005 Line Mechanic-B 
08/23/1978 Line Mechanic-A 
12/08/1983 Line Mechanic-A 
05/16/1979 Technician Senior 
02/27/1974 Customer Services Account Representative I 

Administrative Associate 
Customer Services Engineer II 
Line Mechanic-A 
Line Mechanic-A 
Line Mechanic-C 
Line Mechanic-A 
Field Revenue Specialist 
Meter Reader 
Meter Servicer 
Line Mechanic-A 
Line Mechanic-A 
Line Servicer 
Line Mechanic-A 
Distribution Line Coordinator 
Customer Services Acct Representative 
Field Revenue Specialist 
Technician Senior 
Line Mechanic-A 
Line Mechanic-A 
Line Crew Supervisor - NE 
Line Mechanic-C 
Director Distribution Region Operations 
Distribution Dispatcher Ill 
Distribution Dispatcher II 
Right Of Way Agent-Distribution 
Engineer I 
Meter Electrician-A 
Technician Senior 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line Mechanic-A 
Line Mechanic-A 
Line Servicer 
Line Servicer 
Driver-Ground Worker 
Meter Electrician-A 
Line Servicer 
Line Servicer 
Line Mechanic-A 
Line Mechanic-A 
Technician II 
Engineer IV 
Technician Senior 
Engineer Ill 
Field Revenue Specialist 
Field Revenue Specialist 
Line Servicer 
Line Crew Supervisor - NE 
Line Mechanic-A 
Line Mechanic-A 
Line Mechanic-A 
Line Servicer 
Line Servicer 
Administrative Associate 

61 
45 
53 
60 
33 
58 
45 
48 
55 
42 
42 
54 
46 
50 
57 
53 
53 
45 
43 
52 
29 
48 
44 
57 
62 
43 
52 
64 
45 
53 
47 
53 
55 
45 
58 
54 
48 
54 
51 
45 
46 
28 
53 
43 
49 
61 
61 
50 
54 
49 
43 
69 
55 
62 
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Administrative Associate 

1 .  
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Kentucky Power Company 

REQUEST 

Please describe the present 011 the job training process for the Company’s distribution workforce. 

RESPONSE 

Tlie Coiiipany has a variety of training cu-riculum depeiiding oil distribution job type. The most 
robust traiiliiig curriculum is for the llilelsewice mechanic. The M P  L,ine/Seuvice Mechanic 
Training Program consists of l ine levels, requiring 17 weeks of foriiialized training, spanning a 
period of four years. Tlie first eight classes are each two weeks in duration. The filial training 
session is one week in duration, including more than 175 modules. Testing and coiiipetency 
demonstrations are arranged through on-site iiistructors at any oiie of tlie AEP Traiiiiiig Ceiiters. 
Class tiiiie and 011 the job training make up the 9000-hour training program. These same 
iiistructors alsoiprovide assistance during practice sessions; coordinate materials, eliswe tool and 
equipment requirements are met; and evaluate a id  provide feedback on the trainee’s progress 
based on satisfactory coinpletioii of course requireinelits and program materials. 

WITNESS: Everett G Phillips 

I ”  





WQUES'T 

IaPSC Case No. 2009-00459 
IUUC First Set of Data Requests 

Dated February 12,2010 
Item No. 67 
Page 1 of 1 

Kentucky Power Company 

Please quantify the savings that the Company will achieve if it iiicreases its distribution 
workforce due to reductions iii overtime, if any. In addition, please provide the amount of such 
savings iiicluded in tlie Company's revenue requirement. 

RESPONSE 

Iiicreasiiig the distribution workforce will iiot lead to reductions in total overtime because 
ovei-time is driven priniarily by enviromnental, weather aid equipment conditions. However it 
will result in less overtime worked per employee. Therefore, the Company did not quantify any 
resultiiig savings in overtime. 

I 

WITNESS: Everett G Pldlips 





I 

REQUEST 

KPSC Case No. 2009-00459 
IaTJC First Set of Data Requests 

Dated February 12,2010 
Itein No. 68 
Page 1 of 2 

Refer to page 34 line 12 of Mr. Pldlips’ Direct Testiinoiiy wherein lie claims that “Much of 
IQCo’s electricity delivery system is 20 to 30 yeas  old or older.” Please provide a vintage 
dollar distribution for each distribution plait account. 

RESPONSE 

For the requested inforination, please see die attached page. Co l~um E, or “Average Age (Yrs)” 
shows tlie average age of distribution plant-in-service by FERC account. This is determiiied by 
subtractiiig tlie depreciated ainouiit fioin tlie average service life of the equipment. Taking this 
age information aid averaging it across all distribution FERC accounts shows that the average 
piece of distribution equipment ih service on the KPCo system is 24 yeas  old. 

WITNESS: Everett G Pliillips 



KPSC Case No. 2009-00459 
KIUC 1st Set 

Order dated February 12, 2010 
Item No. KIUC 1-68 

Page 2 of 2 

Kentucky Power Company 
Depreciation Study as of December 31,2009 

A B C D E F 
Average Average 

FERC FERC Account Service Remaining Average Plant in-Service 
Account Description Life (Yrs) Life (Yrs) Age (Yrs) 12/31/2009 

36 I 
362 
363 
364 
365 
366 
367 
368 
369 
370 
371 
372 

Structures & improvements 
Station Equipment 
Storage Battery Equipment 
Poles, Tower & Fixtures 
Overhead Conductor & Devices 
Underground Conduit 
Underground Conductor 
Line Transformers 
Services 
Meters 
installations on Customers Premises 
Leased Property on Cust. Premises 

65 
25 

28 
26 
37 
44 
25 
18 
27 
11 
- 

37 

9 
16 

- 

- 

28 
25 

28 
26 
28 
28 
25 
18 
27 
11 

$ 4,274,452 
$ 61,525,439 
$ 
$ 155,658,070 
$ 140,897,608 
$ 4,967,170 
$ 7,975,566 
$ 101,447,711 
$ 41,328,640 
$ 23,220,550 
$ 18,284,099 
$ - 

373 Street Lighting & Signal Systems 15 - 15 $ 2,978,968 

$ 562,558,273 
Average Age of Distribution Plant-In-Service 24 
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Kentucky Power Company 

REQUEST 

Refer to line 7 of Exhibit DMR-4. Please provide the coinputations underlying the 
“Transinissioi~ Cost in Proposed Rates” of $49.5 14 million. Annotate this coinputatioii to the 
uiiderlyiiig spreadsheets for rate base, reveiiues and expenses and rate of return used by the 
Company to deterinine the revenue requirement. 

RESPONSE 

Please see Response to Staff 21id Set Item No. 57a. 

WITNESS: David M Rousli 
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ower Company 

REQUEST 

Refer to line 8 of Exhibit DMR-4 entitled “Transmission Adjustment.” Please confiriii that tliis 
adjustment sliould be made to the base revenue requirement if the Coinpauy’s proposed TA rider 
is iiot approved. If this is not correct, then please explain why it is iiot correct. 

RESPONSE 

No. The Coiiipany’s proposed Tariff T.A. is based up011 tlie premise that IQCo customers 
sliould pay for transmission service based upon the charges assessed by PJM for sucli service. If 
this lireiiiise is riot upheld through the implementation of Tariff T.A., then IQCo ciistoiiiers 
would continue to pay for h-aiismission seivice based upon KPCo’s average embedded costs. 

WITNESS: David M Roush 
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Kentucky Power Company 

RE QUEST 

Please provide a copy of the depreciation study and workpapers used to develop tlie existing 
depreciation rates. 

RESPONSE 

Refer to response to Corninissioil Staffs First Set, Item No. 56. 

WITNESS: James E Hendersoii 
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entuclcy Power Company 

FUCQTJEST 

Please provide the existing depreciation rates by plant account or the most detailed level for 
which they were approved. 

RESPONSE 

Refer to the direct testimony of Witness Janies E. Heiidersoii, Volume 5, Exhibit JEI-I-1, 
Schedule 11. 

WITNESS: James E Henderson 
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entuclcy Power Company 

REQUEST 

Please identify tlie Case No. in wl~ich the existing depreciation rates were approved and identify 
any differences in the rates approved by the Con.unissioii compared to the rates iii the Comnpa~iy’s 
depreciation study in that proceeding. 

RESPONSE 

The Company’s existing rates were approved in KPCo Case No. 91-066. There were 110 
differences iii the rates approved by the Coinmission and tlie rates in the Company’s depreciation 
study. 

WITNESS: James E Hendersoii 





KPSC Case No. 2009-00459 
KIUC First Set o f  Data Requests 

Dated February 12,2010 
Item No. 74 
Page 1 o f  1 

ower Company 

REQUEST 

Refer to page 3 of the Coinpany’s respoiise to Staff 1-30. Please describe the amomits included 
in Associated Business Development aid provide a listing of amounts iiicluded in the $1,490 
iiiillioii over $0.050 million. 

RESPONSE: 

A description and listing of amounts iiicluded in Associated Business Development totaling 
$1.490 millioii are provided in the Company’s response to Staff 1 st Set Iteiii No 30, pages 6 
tl~rougli 9, a id  include amomits above $500 dollars. 

WITNESS: Railie I<. Wohdias 
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ower Company 

REQUEST 

Refer to page 2 of the Company’s response to Staff 1-29. 

a. 

b. 

C. 

d. 

e. 

€. 

g. 

Please describe tlie plant additions to account 3 12 in tlie test year. 

Please describe tlie plant additions to account 3 14 in the test year. 

Please describe the plant additions to account 362 in the test year. Please quantify the 
plant additions and retirements due to storm events during the test year. 

Please describe the plant additions to account 364 in tlie test year. Please quantify the 
plant additions and retirements due to storm events during the test year. 

Please describe tlie plant additions to account 365 in the test year. Please quantify tlie 
plant additions and retirements due to stoiin events during tlie test year. 

Please describe the plant additions to accouiit 368 in tlie test year. Please quantify the 
plant additions and retirements due to storm events duriiig tlie test year. 

Please describe the plant additions to account 369 in the test year. Please quantify tlie 
plant additions and retirements due to storm events during tlie test year. 

RESPONSE 

See pages 2-4 of this response for a description of the plant additions. 

The Company does not inaintaiii the detail of plant additions and relirenieiits associated with 
stoiiii eveiits separately from other plait additions and retiremeiits. The Coinpany follows tlie 
FERC Uiiiforin System of Accounts (USA). The LJSA does not require KPCo to keeps its 
accounting records in this level of detail and KPCo has iiot kept its records in that level of detail. 

WITNESS: Ranie K Wolmhas 



Line 
- No. 

10 
11 
12 

13 
14 
I 5  
16 
17 
18 
19 
20 
21 
22 
23 
24 

Funding Proi No. 

x00000002 
000012426 
BSUlC1002 
BSUl C1001 
BSlJ 1 C1006 
0000 13508 
BSU2C1013 
BSPPBS235 

KPSC Case No. 2009-00459 
KlUC 1st Set of Data Requests 

Dated February 12,2010 
Item No. 75 a., b., c., d., e., f., g. 

Page 2 of 4 
Kentucky Power Company 

Description of Plant Additions 
For the Test Year October I ,  2008 Through September 30,2009 

Description 
31200 - Boiler Plant EquiDment 

Repl SSH Outlet T91 tubes 
Replace lower furnace CJ1 
Repl Secondary SH inlet U'1 
Air Heater Basket Rep1 IJ1 
AOD & SCR Year Round Oper Rev 
852 Lwr Furnace Sidewall Rpl 
South MainTurb Oil Cooler U2 

WS-CI-KEPCO-G PPB 

Total Boiler Plant Equipment 

Amount 

$5,622,846.74 
$5,493,121.48 
$4,603,672.04 
$2,400,286.58 
$3,167,668.3.1 

$91 2,976.93 
($1,953.73) 
($4,047.21) 

$20.1 94.571.14 

31400 - Turboqenerator Units 
Big Sandy Unit 1 Turbine Retrofit 

Total Turbogenerator Units 

00001 2376 
x00000002 WS-CI-KEPCO-G PPB 

DP7KY014B 
DP7KYOOGB 
DP7KY015B 
000012012 
X00000646 
00001 5593 
00001 3935 
DP7KY121 B 
000016691 
X00000051 
00001 1949 

36200 - Station Equiment 
KYlHitchins Rebuild Station 
KY/Sofl Shell Sta 138-34kV 
KY/Busseyville Sta Add 2nd Xfm 
KYP-2006-2007 Relay Rehab Projects 
ET-CI-KyPCo-T Drvn D Asset Imp 
DSIKYPIMetering Upgrade KY 
DSIKYPCOIPurchase-Rebuild Eq 
KYlPrincess Station D20 
DS/KY/Replace&Refurbis h 

Circuit Breaker Rehab Program-KYP 
ED-Cl-KEPCO-D AST IMP 

Total Station Equipment 

$33,809,312.29 
$563,529.24 

$34,372,841 5 3  

$2,944,308.81 
$2,403,806 I 33 
$2,035,088.95 
$1,012,563.73 

$491,194.23 
$302,186.95 
$291,331 .OO 
$152,018.13 
$1 36,103.80 

$201.04 

$9,768,802.86 
- ($0.11) 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
I 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 

21 
22 
23 
24 
25 
26 
27 
28 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

KPSC Case No. 2009-00459 
KIUC 1st Set of Data Requests 

Dated February 12,2010 
Item No. 75 a., b., c., d., e., f., g. 

Page 3 of 4 
Kentucky Power Company 

Description of Plant Additions 
For the Test Year October 1,2008 Through September 30,2009 

Fundinn Proi No. Description 

X00000073 
X00000692 
X00000051 
EDN014680 
DP7KY121A 
X00000716 
D P7KY006A 
DP7KY 1 12A 
DP7KY103E 
DP7KYO15A 
DP7KY014A 
DP7KYOO5A 
D P 8KYO 1 4A 
EDNO14720 
X00000704 
DR6CH068A 
DP7KY103A 
DP7KY002A 
X00000095 

000009160 
X 0 0 0 0 0 0 7 3 
X00000692 
EDN014720 
X00000051 
X00000716 
D P7KY006A 
000016528 
DP7KY112A 
DP7KYI 03E 
EDN014680 
DP7KYO15A 
DP7KY014A 
D P7 KY 1 21 A 
DP7KY005A 
DP8KY014A 
X00000704 
DP7KY002A 
DP7KYl03A 
DRGC H 068A 
X O O Q O O O ~ ~  

36400 - Poles, Towers and Fixtures 

KyPCo-D Service Restoration BI 

Ds-Kp-Ai Pole Replacement 
KY/Cannonsburg Distr Auto 
KyPCo-D Third Party Work Blkt 
KY/Soft Schell Sta 34kV Fdrs 
KP/Beaver Ck Svc Black Diamond 
KYIBusseyville Sta Torchlight 
KY/Busseyville Sta Feeders 
KY/Hitchins Sta Relocate Fdrs 
KP/Salisbury Sta Feeder lmpr 
KY/Collier Sta 34kV to Equitab 
Ds-Kp-Ai Recloser Replacement 
KyPCo-D Small Cap Adds Blkt 
KY/Elwaod Sta - Dorton Fdr Imp 
KY/Busseyville Sta Louisa Fdr 
KY/Beaver Creek Ligon Fdr 

ED-CI-KEPCO-D CUST SERV 

ED-CI-KEPCO-D AST IMP 

ED-CI-KEPCO-D PPR 
Total Poles, Towers and Fixtures 

36500 - Overhead Conductors and Devices 
KPl2004-2006 RNV Widening 

KyPCo-D Service Restoration BI 
Ds-Kp-Ai Recloser Replacement 

KyPCo-D Third Party Work Blkt 
KY/Soft Schell Sta 34kV Fdrs 
KYlCutout-Arrester 2008-9 
KP/Beaver Ck Svc Black Diamond 
KYIBusseyville Sta Torchlight 
Ds-Kp-Ai Pole Replacement 
KYlBusseyville Sta Feeders 
KY/Hitchins Sta Relocate Fdrs 
KYlCannonsburg Distr Auto 
KPlSalisbury Sta Feeder lmpr 
KY/Collier Sta 34kV to Equitab 
KyPCo-D Small Cap Adds Blkt 
KYlBeaver Creek Ligon Fdr 
KYlBusseyville Sta Louisa Fdr 
KYlEIwood Sta - Dorton Fdr Imp 

ED-CI-KEPCO-D CUST SERV 

ED-CI-KEPCO-D AST IMP 

ED-CCKEPCo-D PPR 
Total Overhead Conductors and Devices 

Amount 

$3,242,5'74.06 
$1,745,539.25 
$1,564,178.09 

$794,229.48 
$648,370.99 
$541,845.81 
$509,124.1 1 
$483,708.53 
$183;11 I .97 
$159,893.08 
$102,731.52 
$38,627.36 
$19,617.17 
$2,801.21 
$2,666.72 
$1,066.90 

$742.72 
$0.02 

($241,233.75) 
$9,799,594.64 

$3,943,808.68 
$2,361,019.27 
$2,250,630.16 
$1,863,145.41 
$I ,513,624.37 

$789,524.50 
$702,396.53 
$375,528.89 
$360,074.50 
$288,121.02 
$252,983.77 
$169,360.50 
$156,961.91 

$68,301.12 
$13,771.00 
$4,004.72 

($794.04) 
($1,516.65) 

$138,121 .a6 

($0.02) 

($207,511.32) 
$1 5,041,554.78 
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1 
2 
3 
4 
5 
6 
7 
8 
9 

I O  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
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Dated February 12,2010 
item No. 75 a., b., c., d., e., f., g. 

Page 4 of 4 
Kentucky Power Company 

Description of Plant Additions 
For the Test Year October I, 2008 Through September 30, 2009 

Fundinq Proi No. Description 

XOOOO0084 
X00000051 
XOOOO0692 
XOO000073 
000016528 
DP7KY121A 
DP7KY 1 12A 
DP7KYI 03E 
DP8KY014A 
X00000716 
EDNO14680 
DP7KYO06A 
X00000704 
DP7KYO 14A 
EDNO14720 
DP7KYO15A 
DP7KYO05A 
DR6CH068A 
DP7KY 103A 
XOO000095 

X00000073 
X00000692 
X00000051 
X00000716 
EDNO14680 
DP7KY112A 
DP7KYOOGA 
X00000095 
DR6CH068A 
DP7KYO 14A 

36800 - Line Transformers 
ED-CI-KEPCO-D LN TRNSF 
ED-CI-KEPCO-D AST IMP 
KyPCo-D Service Restoration BI 

KY/Cntout-Arrester 2008-9 
KY/Cannonsburg Distr Auto 
KP/Beaver Ck Svc Black Diamond 
KY/Busseyville Sta Torchlight 
KYICollier Sta 34kV to Equitab 
KyPCo-D Third Party Work Blkt 
Ds-Kp-Ai Pole Replacement 
KY/Soft Schell Sta 34kV Fdrs 
KyPCo-D Small Cap Adds Blkt 
KY/Hitchins Sta Relocate Fdrs 
Ds-Kp-Ai Recloser Replacement 
KYiBusseyville Sta Feeders 
KP/Salisbury Sta Feeder lmpr 
KY/Elwood Sta - Dorton Fdr Imp 
KY/Busseyville Sta Louisa Fdr 

Total Line Transformers 

ED-CI-KEPCO-D CUST SERV 

ED-CCKEPCO-D PPR 

36900 - Services 

KyPCo-D Service Restoration BI 

KyPCo-D Third Party Work Blkt 
Ds-Kp-Ai Pole Replacement 
KPlBeaver Ck Svc Black Diamond 
KY/Soff Schell Sta 34kV Fdrs 

KYlElwood Sta - Dorton Fdr Imp 
KYiHitchins Sta Relocate Fdrs 

ED-CI-KEPCO-D CUST SERV 

ED-CI-KEPCO-D AST IMP 

ED-CI-KEPCO-D PPR 

Total Services 

-- Amount 

$3,416,114.54 
$594,198.01 
$589,550.85 
$552,198.29 
$488,320.94 
$180,541.06 
$147,197.08 
$1 3 1,093.20 
$1 12,094.35 
$73,418.44 
$51,634.13 
$28,273.89 
$24,303.29 
$2,960.44 
$1,953.56 
$1,832.74 

$696.1 5 
$537.64 

($1.81) 
($8,094.ioj 

$6,388,822.69 

$2,643,440.23 
$953,116.19 
$75,95'1.90 
$23,96'1.77 
$9,04'1.97 
$2,062.51 
$1,876.12 

$894.85 
$706.54 
$247.24 

$3,711,299.32 
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Kentucky Power Company 

IWQ'LTEST 

Refer to the Coiiipany's response to Staff 1-12, page 7 of 19. 

a. 

b. 

C. 

d I 

Please explain all reasons why FERC Account 593, Maintenance of Overhead Lines, 
iiicreased by $13.41 1 inillion for the 12 inoiiths ended September 30,2009 coiiipared to 
the 12 months ended September 30,2008. 

Please provide tlie annual amounts booked to FERC Account 593, Maiiitenance of 
Overhead Lines for each calendar year from 2004 tlxough 2008 aid each 12 iiioiitlis 
elided September 30,2004 tllrougli 2008. 

Please indicate whether the Company included a proforma adjustiiieiit in its filiiig to 
nor~nalize costs booked during tlie test year to FERC Account 593, Maintenance of 
Overhead Lines. If so, identify the proforma adjustment iii the filing. If not, explain in 
detail why the Company did not include a proforma adjustment for this purpose. 

Please indicate whether tlie Coinpany coiisiders tlie increase of $13.4 1 1 iiiillioii in FER C 
Account 593 a recurring level of expense. If so, please explain in detail why this amount 
or some subset of tliis amount is recurring. 

RESPONSE 

a. Other than the noma1 day to day activities of rnaiiitaiiling overhead lines, tlie increase of 
$13.41 1 iiiillioii in FERC account 593, Maintenaiice of Overhead Lilies fioiii the 12 
iiiontlis ended September 30, 2008 to tlie 12 months elided September 30, 2009 is 
primarily due to significant storm restoratioii expenses related to severe storins in Jaiiuary 
2009, February 2009 and May 2009. 

b. The annual amounts booked to FERC: Account 59.3, Maintenance of Overhead Lines for 
each caleiidax year fioin 2004 tlxough 2008 and each 12 nioiitlis elided September 30, 
2004 tlurough 2008 are as follows: 
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Calendar Year 
Ended: 

2004 
2005 
2006 
2007 
2008 

12 Months 
Ended 

September 30: 
2004 
2005 
2006 
2007 
2008 

Amount 
$ 13,965,041.89 

1 1,851,456.39 
14,024,573.23 
14,372,082.91 
15,612,653.87 

Amount 
$ 13,282,201.40 

12,062,182.1 5 
14,052,195.08 
14,138,828.44 
16,003,896.72 

c. Yes. Please see Section V, Workpaper S-4, Page 15 of the filing. bi responding to this 
data request we discovered an ei-ror in the original filing. We iiiadverteiitly iiiserted the 
current storm amount in base rates iii colui1.1i3, line 1 versus the actual amount for the 12 
moiitli elided period 9/30/09 of $12,423,094 . Please see page 2 of this response for a 
corrected Section V, Workpaper S-4, Page 15. 

d. The Coinpany believes that some poi-tioii of the increase to FERC Accomit 593 is a 
recurring level of expense as shown by a thee  year average 011 Line 5 of the corrected 
Section V, Workpaper S-4, Page 15 attached as page 3 of this response. 

WITNESS: Ranie K Woludias 



1 

2 

3 

4 

5 

6 

7 

8 

9 

Description 
(2) 

Kentucky Power Company 
Normalization of Major Storms Adjustment 
Test Year Twelve Months Ended 9/30/2009 

12 ME September 30,2009 

12 ME September 30,2008 

12 ME September 30,2007 

Three Year Total Storm Damage 

Three Year Average (Ln 41 Ln 3) 

Test Year Storm Damage Expense 

Storm Damage 
Expense Excl. 

In-House Labor 
(3) 

$1 2,423,094 

$51,497 

$461,822 

Adjustment to O&M for Storm Damage Normalization 

Allocation Factor - GP-TOT 

KPSC Jurisdictional Amount (Ln 7 X Ln 8) 
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Section V 
Workpaper S-4 

Page 15 
Revised 2/12/10 

Constant Expense in 
Dollar 2009 

Index ” Dollars 
(4) (5) 

I .oo $1 2,423,094 

1.03 $53,042 

1 . I8 $544,950 

$1 3,021,086 

$4,340,362 

$1 2,423,094 

($8,082,732) 

0.991 

($8,009,987) 

Handy-Whittman Contract Labor index 
Reference E-2 Line 42 

January, 2008 51 8 
January, 2009 535- ____ 

January, 2007 453 

Witness: R. K. Wohnhas 


