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Mailc R. Ovcrstr’cct 
(502) 200-1219 
(502) 223-4387 FAX 
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Jeff R. Derouen 
Executive Director 
PubIic Service Coiniuission 
2 1 1 Sower Boulevard 
P.O. Box 61s 
Frankfort, ICY 40602-06 15 

RE: P.S.C. Cnse No. 2009-00459 - Keritucky Pwivei. Contpcrizy ‘s ICespomes to Dnln 
R eqws  fs 

Dear Mr. Derouen: 

Enclosed please find and accept for filing the original and ten copies of Menlucky Power 
Conipaiiy’s Responses to the following Data Requests: 

(a) Second Daia Requests by Commission S t a e  

(13) First Data Requests by Coininunity Action Kentucky, Tnc.; 

(c) Attorney General’s Initial Requests for Information; 

(d) First Data Requests by Wal-Mart Stores East, LP. and Sam’s East, Inc.; and 

(e) First Data Requests by Kentucky Industrial Utility Customers, Iiic. 

Also enclosed is the original and ten copies of the Company’s Petition for Confidential 
Treatment of certain portions of the Company’s Responses to the Attorney Geiieral’s First Set, 
Nos. 47 and S 1, and Kentucky Industria1 Utility Customers, Inc. First Set, Nos. 1.5 arid 17, along 
with a sealed eiivelope cantaining the uiiredacted responses for which confidential treatment is 
being sought. 

Copies of the public Responses are being served on the persons below. In addition, 
copies oE the Responses for which confidential treatinent is being sought are being served 011 the 
Attorney General, counsel for Keiitucky Indust-rial Utility Customers, Iiic. and Mr. Kollen, in 
accordance with the nowdisclosure agreement signed by each. 

Please do not hesitate to contact me if you have any questions. 

Alexandria, VA Atlanta, GA Frankfort, ICI Jeffersonville, IN Lexington, KY Louisville, IW Nashville, TN Washington, DC 

http://www.stites.com
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cc: Holly Rachel Smitli 
Michael L. Kurtz 
Dennis G. Howard 11 
.Toe 1:. Childers 
Richard Hopgood 
Lme Kolien 
Steve W. Chris 
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AFFIDAVIT 

William E. Avera, upon first being duly sworn, hereby makes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Seivice Commission of 
Kentucky, he would give the answers recorded following each of said questions and that 
said answers are true. 

William E. Avera 
State of Texas ) 

County of Travis 1 
)ss 

Subscr’bed and sworn to before me, a Notary Public, by William E. Avera this 
2010. ZLG A- day of <~b~===----,r 

My Commission Expires \ / I 0 f ZQ I \ 



AFFIDAVIT 

Deiiiiis W. Retliel, upon first being duly sworn, hereby inaltes oath that if tlie foregoing 
questions were propounded to him at a hearing before tlie Public Service Coiniiiissioii of 
ICentuclty, he would give the answers recorded followiiig each of said questions and that 
said answers are true. 

State of Ohio 1 

County of Franltliii 1 
1SS 

Subscribed and sworn to before iiie, a Notary Public, by Dennis W. Retliel this 
o7 $& day of Jbu 2010. 

/ , 
My Commission Expires /&Lj i /  , 6 / f  



AFFIDAVIT 

Jay F. Godfrey, upon first being duly sworn, hereby makes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Service Commission of 
Kentucky, he would give the answers recorded following each of said questions and that 
said answers are true. 

State of Ohio 

County of Franklin 

Subscribe and sworn ,.I before me, a Notary Public, by Jay F. Godfie! 
day of 2010. 

this .&?#&J 



AFFIDAVIT 

Diana L. Gregory, upon first being duly sworn, hereby makes oath that if the foregoing 
questions were propounded to her at a hearing before the Public Service Commission of 
Kentucky, she would give the answers recorded following each of said questions and that 
said answers are true. 

State of Ohio ) 

County of Franklin 1 
)ss 

Subscribed and sworn to before me, a Notary Public, by Diana L. Gregory this 
ZcLSA day of d&d,, 2010. 

My Commission Expires ?/?db 
OWELL P. MCCOY 

NOTARY PlJBLIC - STATE OF OW16 
W C W I S S t o N  EXPIRES JUNE 29, mi0 



AFFIDAVIT 

James E. Henderson, upon first being duly sworn, hereby makes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Service Coinmission of 
Kentucky, he would give the answers recorded following each of said questions and that 

' said answers are true. 

State of Ohio ) 

County of Franklin 1 
)ss 

Subscrib and swo Notary Public, by James E. Henderson this 
__ 8 Y&day of 2010. 

My Comn-iission Expires 



AFFIDAVIT 

Daniel E. High, upon first being duly sworn, hereby makes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Service Commission of 
Kentucky, he would give the answers recorded following each of said questions and that 
said answers are true. 

Daniel E. High 
State of Ohio ) 

County of Franklin ) 
)ss 

Subscribed and sworn to before me, a Notary Public, by Daniel E. High this d f 4- 
dayof & b o ~ u  - 2010. 

My Commission Expires& 



AFFIDAVIT 

David A. Jolley 
State of Ohio ) 

David A. Jolley, upoii first being duly sworii, liereby iiialtes oath that if tlie foregoing 
questions were propounded to him at a hearing before tlie Public Service Coiiiiiiissioii of 
Kentucky, lie would give the aiiswers recorded following each of said questions aiid that 
said aiiswers are true. 

Subscribed and sworii to before me, a Notary Public, by David A. Jo lley this 2Y tk 

MARTIN ROSENTHAL 
Attorney at Law 

Notary Public, State of Ohio 
MY Commission Has No Expiratio0 

Section 147 03 R C 



AFFIDAVIT 

Hugh E. McCoy, upon first being duly sworn, hereby makes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Service Comiss ion  of 
Kentucky, he would give the answers recorded following each of said questions and that 
said answers are true. 

State of Ohio ) 

County of Franklin ) 
)ss 

Subscribed a$ sworn to before me, a Notary Public, by Hugh E. McCoy this &&& 
dayof f t . , j  \d ,  U 

2010. J 
,bPLi;f~~V"~ 

Notary Public 

My Comiss ion  Expires 



AFFIDAVIT 

Timothy C, Moslier, upoii first being duly sworn, liereby iiiakes oath that if‘ the foregoing 
questions were propouiided to him at a lieariiig before the Public Service Commission ol 
Ikiitucky, lie would give the answers recorded following each of said questions and that 
said answers are true. 

- 7 - c z  fl64& 
Tiiiiothy C. Moslier 

Coinmonwealtli of Kentuclcy ) 
) Case No. 2009-00459 

County of’ Fraiiltliii 1 

ry Public, by Timothy C. Moslier this 
day of 2010. 

My Commission Expire 



AFFIDAVIT 

Thomas M. Myers, upon first being duly sworn, hereby maltes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Service Commission of 
Kentucky, lie would give the answers recorded following each of said questions and that 
said answers are true. 

Thomas M. Myers 
State of Ohio 1 

County of Franltliii ) 
)ss 

Subscribed and sworn to before me, a Notary Public, by Thomas M. Myers this 
r.4+fA day of ,'3 n1c: 0 I 2010. 

'. 
My Commission Expires 100 UCCf y 4, do14 



AFFIDAVIT 

Everett G. Phillips, upon first being duly sworn, hereby nialtes oath that if the foregoing 
questions were propounded to hiin at a hearing before the Public Service Coinmission of 
Kentucky, he would give the answers recorded following each of said questions and that 
said answers are true. 

" 
Everett G. Phillips 4 

Corninonwealth of Kentucky ) 
) Case No. 2009-00459 

County of Pike ) 

Subscribed and sworn to before me, a Notary Public, by Everett G. Phillips this 
Z C  dayof ,?%~&AILI/  2010. 

c-' /u-.d P . L .  
Notary Public 

My Commission Expires 8- 7-  20 / /  



AFFIDAVIT 

David M. Roush, upon first being duly sworn, hereby makes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Service Commission of 
Kentucky, he would give the answers recorded following each of said questions and that 
said answers are true. 

bavid M. Roush' 
I 

State of Ohio ) 

County of Franklin 1 
)ss 

A avid M. Roush this 2 4  - 

My Commission Expires 



AFFIDAVIT 

Errol I<. Wagner, upoii first being duly sworn, liereby mal<es oath tliat if the foregoing 
questions were propouiided to him at a lieariiig be€ore tlie Public Service Coiiimission of 
Kentucky, lie would give tlie aiiswers recorded followiiig each of said questioiis and that 
said answers are true. 

Commonwealth of KentLicky 
) Case No. 2009-00459 

County of Fraiiltlin ) 

s and sworii to before iiie, a Notary Public, by Errol I<. Wagner this Jq 
,/ 2010. 

W 

My Commissioii Expires 



AFFIDAVIT 

Scott C. Weaver, upon first being duly sworn, liereby inaltes oath that if the foregoing 
questions were propounded to hiin at a hearing before the Public Service Coininission of 
Kentucky, he would give the answers recorded followiiig each of said questions and that 
said answers are true. 

State of Ohio ) 

County of Fraiiltlin ) 
)ss 

Subscribed and swoiii to before me, a Notary Public, by Scott C. Weaves this 
day of $& F W b f  '.d 2010. 

z r f i  
I '  L 

My Corimission Expires 



AFFIDAVIT 

Ranie K Wohnhas, upon first being duly sworn, hereby makes oath that if the foregoing 
questions were propounded to him at a hearing before the Public Service Commission of 
Kentucky, he would give the answers recorded following each of said questions and that 
said answers are true. 

Ranie K Wohnhas 

Coininonwealth of Kentucky ) 
) Case No. 2009-00459 

County of Franklin ) 

Subscribed and sworn to before me, a Notary Public, by Ranie K Wohnhas this 
25% day of J L / e 4 n , A .  20 10. 

My Commission Expir 





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

Order Dated February 12,2010 
Item No. 1 
Page 1 o f 4  

Kentucky Power Company 

REQUEST 

Refer to tlie revised proposed tariff filed on January 15, 20 10. 

a. Refer to Original Sheet No. 6-8, Tariff RS - TOD2. 

(1) 

(2) Explain the reason for tlie 500-custoiner limit. 
(3) State liow Keiituclty Power will market this tariff to its customers. 
(4) The ROLIS~  Testimony iiidicates that a custoiiier under this tariff would be required to pay 

Provide a narrative explaiiation for liow the service charge aiid energy cliarges were 
developed. 

$3.55 per month to pay for tlie cost of a more sophisticated meter. Explain why this 
requirement is not iiicluded in tlie  tariff^ 

b. Reler to Original Sheet No. 7-1, Tariff SGS. This tariff page, as well as TariHs MGS, 
MGS-TOD, LGS, QP, CS-IW, and C1P-TOD, iiicludes a change in the "Delayed 
Payment Cliarge" Section. The current language states, "[tlliis tariff is net il accowt is 
paid in fbll witliiii I S  days of date of bill." The proposed language states, "[tJliis tarifl: is 
due aiid payable in full 011 or before the due date stated on the bill". A similar change is 
being made to Tariffs MW and OL. Explain tlie reason for tlie cliaiige and the effect it 
will have 011 customers. 

C ,  Refer to Original Sheet Nos. 7-3 aiid 7-4, Tariff SGS-TOD. 

( I )  Provide a narrative explaiiation for how tlie service cliarge aiid energy cliarges were 

(2) Explain tlie reason for the 500 custoiner limit. 
(3) State how Kentucky Power will iiiarltet this tariff to its customers. 
(4) In tlie "Special Terms and Conditions" section, it is stated that, existing cusloiiiers may 

developed. 

iiiitially choose to take service uider this tariff without satisfying any requirement to 
reiiiaiii 011 their current tariff for at least 12 montlis." Explain the meaiiing and purpose of 
this st atemelit. 



IUPSC Case No. 2009-00459 
Commission Staff's Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 1 
Page 2 of 4 

d . Refer to Original Sheet 9-4, Tariff LGS-TOD. 

(1) Provide a narrative explaiiatioii of liow all tariff charges were developed. 
(2) Explaiii tlie reason for tlie SO0 custoiiier limit. 
(3) State liow ICeiituclty Power will inarltet this tariff to its cristoiiiei-s. 

e. Refer to Origiiial Sheet No. IS-I ,  Tariff SL. Uiider the "Fuel Adjustiiieiit Clause" 
Section, a text cliaiige was iiiade by adding "Capacity Cliarge" to tlie last sentence. Esplaiii 
tlie reason for this change, 

.f~ Refer to Origiiial Sheet Nos. 24-1 tlu-ougli 24-6, Rider ECS-C&E. 

(1) Explain why this tariff is proposed to be available only tlxough May 3 1 ,20  12. 
(2) Explaiii all differeiices betweeii this tariff aiid tlie curreiit Rider ECS. 
(3) Provide the effect this proposed tariff would have 011 custoiiiers currently taltiiig service 

uiider Rider ECS. 

27. CT Refer to Origiiial Sheet Nos. 2.5-1 tlioiigli 25-3, Rider EPCS. Provide the effect the 
proposed changes would have on customers currently talciiig service uiider this tariff. 

li Refer to Original Sheet No. 27-4, Tariff NMS. The Coimiiissioii established interconnection 
aiid net metering guidelines in Case No. 2008-001691. These guidelines state that 110 

application fee may be charged for Level I applications aiid that a utility may require 
each customer to submit a fee of up to $100 for Level 2 applications. Keiitucky Power 
filed, aiid the Comiiission subsequently approved, tariffs in accordaiice with tliese 
guidelines. Explaiii wliy the Coiiimissioii should now approve a $50 application fee for 
botli Level 1 aiirl Level 2 applications. 

i Refer to Origiiial Sheet No. 3 5- 1, Tariff TA. State whether tlie Balancing Adjustment 
Factor would be a separate h e  item on the custoiiier bill. 

a. (1)  The Tariff RS-TOD2 service charge is tlie sum of the proposed Tariff RS service 
charge of $8.00 aiid the $3.5.5 iiicreineiital cost of the special metering required The 
Tariff RS-TOD2 eiiergy charges were designed iii a maimer that would produce tlie same 
revenues as Tariff RS based upon the average residential ciistoiiier. The differentiation in 
tlie eiiergy charges by priciiig period was based ~ipoii tlie relatioiiship between iiiarltet 
prices in each pricing period. 



ICPSC Case No. 2009-00459 
Commission Staff's Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 1 
Page 3 of 4 

(2) The proposed SO0 customer liiiiit was due to the expel-imeiital nature of the proposed 
tariff. 

( 3 )  Specific marltetiiig plais have iiot been developed at this time. 

(4) The requireineiit is iiot stated in tlie proposed tariff siiice tlie service charge in tlie 
proposed tariff reflects tlie iiiclusion of this incremental cost. 

17. The reason €or the cliaiige was to iiiake the language coiisisteiit aiiioiig the tariffs and 
coiisisteiit with the presentation on the bills. Tlie due date as stated 011 tlie bill will 
coiitiiiue to be I S  days fiom tlie date of the bill. It will have no impact oii custoiiiers 

c. (1) The Tariff SGS-TOD service cliarge is tlie sum of  the proposed Tavi€f SGS seivice 
charge of $1 1 .SO aiid tlie $ 3 5 5  iiicreirieiital cost ofthe special ineteriiig required The 
Tariff SGS-TOD eiiergy charges were designed in a iiiaimer tliat would procluce the saiiie 
reveiiues as Tariff SGS based upon tlie average SGS customer. The cliffereiitiatioii in the 
eiiergy charges by pricing period was based upon tlie relationship between iiiarltet prices 
in each pricing period. 

(2) Tlie proposed SO0 customer Iimit was due to the experiineiital nature of tlie proposed 
tariff. 

(3) Specific mavlteting plans have iiot been developed at this time. 

(4) Iteiii 13 of Keiitucky Power's Terms and Coiiditioiis o€ Service provides tliat 
customers tliat cliaiige their initial rate schedule selectioii iiiust remain on such 
subsequeiit selection for 12 iiioiitlis be€ore m y  other selectioii may be made. The 
language iii Tariff SGS-TOD is iiiteiided to waive this requireiiieiit sliould a customer 
wish to take service under Tariff SGS-TOD. 

d. (1) Tlie Tariff LGS-TOD rates were desigiied in a iiiaiuier tliat would produce tlie same 
i-eveiiues as Tariff LGS based upon tlie average LGS customer. The Tariff LGS-TOD 
service charges are the same as the proposed Tariff LGS service charges. The Tariff 
LGS-TOD deiiiaiid charges were desigiied to recover 100% of secondary aiid primary 
cleiiiaiid (fixed) costs and 10% of traiisinission deiiiaiid costs. The off--peak eiiei-gy 
charges were desigiied to collect variable costs plus $0.01 per 1tWi for fixed costs. Tlie 
on-peak eiiergy cliarges were desigiied to collect variable costs plus all fixed costs not 
otherwise collected tlu-ougli the deiiiaiid aiid off-peak eiiergy charges. 

(2) The proposed 500 custoiiier h i t  was due to the experiiiieiital nature o r  tlie prol~osecl 
tarif€ 

( 3 )  Specific marketing plaiis have iiot been developed at this time. 



IQSC Case No. 2009-00459 
Commission Staffs Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 1 
Page 4 of 4 

e. The text cliaiige was made to clarify that custoiner billiiigs for the Capacity Charge, 
wliicli is a per 1cWh charge, uses this same table of iiiontlily 1cWh coiisuiiiption. 

f. (1) Proposed Rider ECS is a very iiew service offering for the Company. Tlie 
curtailiiieiit dernaiid credit is based ripoii tlie Reliability Priciiig Model auction price For 
the year begiimiiig Julie I ,  20 12, this price dropped dramatically. Giveii these 
circumstances, tlie Coinpaiiy believes that a revised or iiew emergency curtailable service 
offering inay be needed begiimiiig J-cliie I ,  20 I2 aiid thus has repested that pi oposed 
Rider ECS expire May 3 1,2012. 

(2) Curreiit Rider ECS was a stand-alone offering developed by tlie Company. The 
proposed Rider ECS is entirely different aiid similar to a PJM Iiitercoimectioii, LLC 
offered program. The differeiice is that curreiit Rider ECS coiiipeiisated custoiners foi- 
eiiergy reduced wlieii tliey were called up011 during an emergency, whereas proposed 
Rider ECS coinpeiisates customers €or coiniiiitting to curtail during aii eiiiergeiicy and 
reduces such coinpelisation should there be iioii-perfbriiiaiice. 

( 3 )  There are 110 customers curreiitly talciiig serving under the current Rider ECS. 

a. (7 There are no customers curreiitly talciiig serving uiider tlie current Rider PCS 

11. Upon further consideration of the Commission's order, the Coinpaiiy now believes that 
there should be iiot be a Level 1 application Fee and there should be a $100 Level 2 
applicatioii fee. 

1. No. Tlie balaiiciiig acljustiiieiit factor will be coinbiiied tlie Tariff TA factor aiicl sliowii as 
a single liiie on the bill. 

WITNESS: David M Rous11 





I P S C  Case No. 2009-00459 
Commission Staff% Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 2 
Page 1 of 3 

Kent tic Icy Pow e r Co m pa n y 

REQUEST 

Refer to Volume 1 of tlie application, pages 339 aid 340 of 367. For each of tlie last five ( 5 )  
years eiidiiig September 30, provide the aiiiount of total Sales for Resale, Other Electi-ic 
Revenue, Rent fi-om Electric Property, and Miscellaiieous Reveimes. 

RESPONSE 

For tlie requested iiiforinatioii, please refer to attached pages 2 tlu-ougli 3 of this respoiise. 

WITNESS: Errol I(: Wagner 



KPSC Case No 2009-00459 
KPSC 2nd Set of Data Requests 
Order Dated February 12.2010 
Item No 2 
Page 2 of 3 

Kentucky Power Company 
Other Revenue Analysis 

I Twelve Months Ended September 30: 
Account Descript ion 2005 2006 2007 2008 2009 
4470001 Sales for Resale - Assoc Cos 2,249,276 60 1979.621 73 1.078.726 14 1,867,236 78 (120,938 21) 

38,372,466 48 
28,476 87 

518.145 24 
217.408,927 32 

832,846 07 
(206,563,031 91) 

(502,713 47) 

37,311.417 79 
25,452 02 

770,964 49 
136,887,970 56 

94.478 05 
(133,090,089 62) 

(46,396 81) 

25,641,776 17 
26,086 76 

738,241 82 
139,768,733 20 

11,573,535 45 
69,409 04 

760,169 91 
73,697,187 82 

4470002 Sales for Resale - NonAssoc 
4470004 Sales for Resale-Nonaff-Ancill 
4470005 Sales for Resale-Nonaff-Transm 
4470006 Sales for Resale-Bookout Sales 
4470007 Sales for Resale-Option Sales 
4470010 Sales for Resale-Bookout Purch 
447001 1 Sales for Resale-Option Purch 
4470019 Tier I Steam Revenue 
4470026 Sale for Res1 - Real from East 
4470027 Whsal/Muni/Pb Ath Fuel Rev 
4470028 SalelResale - NA - Fuel Rev 
4470033 WhsallMunVPub Auth Base Rev 
4470035 Sls for Rsl - Fuel Rev - Assoc 
4470064 Purch Pwr PhysTrad - Non Assoc 
4470066 PWR Trding Trans Exp-NonAssoc 
4470072 Sales for Resale - Hedge Trans 
4470074 Sale for Resale-Aff-Trnf Price 
4470081 Financial Spark Gas . Realized 
4470082 Financial Electric Realized 
4470083 Dedicated Finan Spark-Realzd 
4470086 Sales for Resale-AMI Pool 
4470088 Pool Sales to Dow Plt- Affil 
4470089 PJM Energy Sales Margin 
4470090 PJM Spot Energy Purchases 
4470091 PJM Explicit Congestion OSS 
4470092 PJM Implicit Congestion-OSS 
4470093 PJM Implicit Congestion-LSE 
4470094 PJM Transm Loss - OSS 
4470095 PJM Ancillary Serv -Reg 
4470096 PJM Ancillary Sen/ -Spin 
4470097 PJM Ancillary Serv -Sync 
4470098 PJM Oper Reserve Rev-OSS 
4470099 Capacity Cr Net Sales 
4470100 PJM FTR Revenue-OSS 
4470101 PJM FTR Revenue-LSE 
4470103 PJM Energy Sales Cost 
4470104 PJM OATT Ancill -Reactive 
4470105 PJM OATT Ancill.-Black 
4470106 PJM PtZPt Trans Purch-NonAff 
4470107 PJM NITS Purch-NonAff 
4470108 PJM Oper Reserve Rev-LSE 
4470109 PJM FTR Revenue-Spec 
44701 10 PJM TO Admin Exp -NonAff 
44701 11 Buckeye Excess Energy-OSS 
44701 12 Non-Trading Bookout Sales-OSS 
44701 13 PJM Non-ECR Purchases-OSS 
44701 14 PJM Transm Loss - LSE 
44701 15 PJM Meter Corrections-OSS 
44701 16 PJM Meter Corrections-LSE 
44701 17 Realiz Sharing-447 Optim 
44701 18 Realiz Sharing-PJM OSS 
4470119 PJM SECATransm Expense 
4470124 PJM Incremental Spot-OSS 
4470125 PJM Incremental Exp Cong-OSS 
4470126 PJM Incremental Imp Gong-OSS 
4470128 Sales for Res-Aff Pool Energy 
4470131 Non-Trading Bookout Purch-OSS 
4470132 Spark Gas - Realized 
4470141 PJM Contract Net Charge Credit 
4470143 Financial Hedge Realized 
4470144 Realiz Sharing - 06 SIA 
4470145 PJM Hourly Net Purch -FERC 
4470146 Pur Power (Trading) ERCOT Area 
4470150 Transm Rev -Dedic WhlsVMuni 
4470155 OSS Physical Margin Reclass 
4470156 OSS Oplim Margin Reclass 
4470166 Marginal Explicit Losses 
4470167 MISO FTR Revenues OSS 
4470168 Interest Rate Swaps-Power 
4470169 Capacity Sales Trading 

29,646,525 06 
31,075 75 

831,802 29 
384,821,946 78 

4,465,953 33 
(381,761,801 21) 

(3,322,628 78) 
(133,608,171 50) (66,738,445 19) 

(1,00031) 
2,134,062 59 

30,620.204 15 
2,358,004 68 
2,459,287 94 

(11,942.590 05) 
(60.506 40) 

(1,204,349 85) 
(979,419 69) 

(5.706.360 00) 
1,613,311 01 

28,790,289 36 
1,773,237 45 
3,203,957 50 

(10,195,734 98) 
(228,926 02) 

(3,243,692 00) 

(882,215 58) 
1,581.988 04 

31,540,769 74 
1,971,999 69 
3,733,161 04 

(12,014,587 20) 
(276,388 38) 

(2,604.141 00) 

(13,863 15) 
2.222.087 08 

34,108,063 28 
2,386,828 29 
2,691,372 17 

(21,859,277 21) 
(214,397 63) 

(86.175 45) 

1,622,322 38 
3,993,844 45 

2,854,516 67 
31,911,329 75 

412.583 53 
(3,450,109 87) 

(116,21667) 

3,301,778 88 

(362,053 13) 
(10,093,809 29) 

(1,911,729 39) 
(629,193 09) 

(2,773,019 69) 
(2,571,904 80) 

8,263,958 85 
5,072 00 

10,131,343 52 
(23,858,766 36) 

(1,528,826 81) 
(9,280,539 34) 

(4.689 56) 
675,287 68 

45,310 53 
0 00 

664,924 78 
1,375 05 

1,603,609 21 
13,827,760 68 
50,994,937 08 

(379,759 12) 

42,973 09 
3,424,474 15 

(10,416,793 18) 
(486.715 53) 

(2,376,035 05) 
(15,500,248 14) 

91.632 80 

131,734 26 

810,695 73 
3,515 23 

3,029,265 69 
25,400,816 95 
42.852.198 93 

6,607,913 31 
(14.414.503 86) 

(352,475 29) 
(6 1 1,690 78) 

(6,255,616 51) 
39,994 22 

0 6 6  

31,004,719 59 
12,112,614 10 

(510,837 71) 

(1,705,496 71) 

22.986 66 

(8,749287 04) (7.166.538 48) 

638,670 94 
547,889 03 

3,724,934 36 
6,789.086 69 

50,999,638 24 

495,088 54 
2,231,923 40 
6,119,41834 
8,448,914 80 

67,269,400 72 

1,188,378 76 
1,874.847.01 
2,577,156 93 
7,620,773 43 

23,737,605 72 

0 00 
(418,455 52) 

6,893 67 
(2,015,255 99) 

11 1,201 04 
(57,621 29) 

0 00 
6,349,293 35 

(1 16,007 41) 

(86,997 97) 
2,311.487 00 

124,025 00 
(1,283,00040) 

(69,11953) 
(5,081 76) 

(555,849 41) 
36,799.61 1 00 
(5,802,153 69) 

348,565 64 

(17,819 37) 

(53.088 93) 
(11,877 11) 

( 1,592,472 15) 
(64,569 79) 
(23,472 29) 

(43,575 25) 
( 106,21 8 43) 

(20,078.15) 
151,83221 

(5,751 54) 
8,824 42 

(366,048 52) 
6,077 38 

30,474 20 
(15,477 50) 

804.288 30 
(31,925 15) 

15,274,314 65 15,131,035 72 20,280,892 72 6,345,982 83 

232,716 80 
(31.863 37) 
252,437 04 

(1,255,125 00) 
(454,221 25) 
(719,942 94) 

(73,472 12) 
(76,774 78) 

(966,856 59) 
55,l 14,724 00 
(8,065,017 61) 

(654,657 17) 

113,456 72 
(57,011 67) 
59.698 80 
6.964.33 
3,340 86 

296,062 89 
12,009 93 

(183,877 10) 
(30,860 45) 

(6,816 60) 

(549,832 55) 
60,627,897 00 

(520,843 63) 

(91,553 03) 
(1 3,855 12) 
49,436 86 

(5,974,937 06) 
54,843,604 71 
(3,828.571 78) 

(69,993 00) 

(14,080,295 50) 
66,756,438 01 
(3,234,425 66) 

(43,779 13) 

(12 79) 
(1,968,168 32) 

12,968 00 

12 83 
2,885,6 19 01 

(7,457 00) 
4,426,992 36 

(24,913 00) 
(0 00) 

235,540 25 

1,113,748 01 
(4,393 00) 

527.193 55 
(342,627 41) 
342,627 41 

32,357 42 

64.086 20 

(298,981 10) 

(593 95) 

502.087 77 
1,844,666 18 

(1,844,666 18) 
(65,320 97) 

621,801 97 
(9,932,835 72) 
9,932,835 72 

7,747 63 
(1 1,292 38) 
(89,351 87) 

3,583 85 



KPSC Case No 2009-00459 
KPSC 2nd Set of Data Requests 
Order Dated February 12,2010 
Item No 2 
Page 3 of 3 

Kentucky Power Company 
Other Revenue Analysis 

I Twelve Months Ended September 30: 
Description 2005 2006 2007 2008 2009 

14 849.736 72 
Account 

4470170 Non-ECR Auction Sales-OSS 
4470174 PJM Whlse FTR Rev - OSS 
4470202 PJM OpRes-LSE-Credit 
4470203 PJM OpRes-LSE-Charge 
4470204 PJM Spinning-Credit 
4470205 PJM Spinning-Charge 
4470206 PJM Trans loss credits-OSS 
4470207 PJM transm loss charges - LSE 
4470208 PJM Transm loss credits-LSE 
4470209 PJM transm loss charges-OSS 
4470210 PJM ML OSS 3 PCt Rev 
447021 1 PJM ML OSS 3 PCt Fuel 
4470212 PJM ML OSS 3 Pct NonFuel 
4470214 PJM 30m Suppl Reserve CR OSS 
4470215 PJM 30m Suppl Reserve CH OSS 
4470216 PJM Explicil Loss not in ECR 

Total Sales for  Resale 

4500000 Forfeited Discounts 
4510001 Misc Service Rev ~ Nonaffil 
4510007 Service Rev-Indirect Cost-NAC 

Total Misc Revenues 

4540001 Rent From Elect Property - Af 
4540002 Rent From Elect Property-NAC 
4540004 Rent From Elect Prop-ABD-Nonaf 

Total Rent f rom Elec Prop 

4560007 0 t h  Elect Rev - DSM Program 
4560012 0 t h  Elect Rev - Nonaffiliated 
4560013 0 t h  Elect Rev-Trans-Nonaffil 
4560014 0 t h  Elect Revenues -Ancillary 
4560015 Other Electric Revenues - ABD 
456001 6 Financial Trading Rev-Unreal 
4560031 MTM Credit Risk Reserve 
4560041 Miscellaneous Revenue-NonAffil 
4560043 0 t h  Elec Rv-Trn-Aff-Trnf Price 
4560049 Merch Generation Finan -Realzd 
4560050 0 t h  Elec Rev-Coal Trd Rlzd G-L 
4560052 Realized SparklMGG Transfer 
4560058 PJM NITS Revenue-NonAff 
4560059 PJM NITS - Affilate 
4560060 PJM Pt2Pt Trans Rev -NonAff 
4560061 PJM TO Adm Sew -Affiliate 
4560062 PJM TO Admin Rev .-NonAff 
4560063 PJM PtZPt Transm Sew -Affil 
4560064 Buckeye Admin Fee Revenue 
4560066 PJM Transm Dist /Meter-Affil 
4560067 OthElecRev Phys Coal Purch Exp 
4560068 SECA Transmission Revenue 
4560070 Wires Revenue - Affiliated 
4560072 Hedge Ineffectiveness Revenue 
4560084 MTM-Coal Procurement 
4560085 PJM Expansion Cost Recov 
4560086 LSE FTR MTM 
4560087 OSS F I R  MTM 
4560095 RTO Form Cost Recovery 
4560097 Sales of Renew. Energy Credits 
4560109 Interest Rate Swaps-Coal 
45601 11 MTM Aff GL Coal Trading 
45601 12 Realized GL Coal Trading-ARI 
4561002 RTO Formation Cost Recovery 
4561003 PJM Expansion Cost Recov 
4561005 PJM Point to Point Trans Svc 
4561006 PJM Trans Owner Admin Rev 
4561007 PJM Network lnteg Trans Svc 
4561019 0 t h  Elec Rev Trans Non Affil 

Total Other Electric Revenues 

60,740 2 1 
(376,545 80) 

917 97 
(2,967 10) 

137,212,042 23 177,718,459 40 

234,223 18 
(2,122,751 66) 

12,535 52 
(5,914 42) 

1,745,213 05 
(7,680,760 26) 
2.874,121 69 

(3,252,304 38) 

169,346,017 76 

293,479 50 
(2,398,129 65) 

(819 46) 

4,530,806 68 
(24,798,901 34) 
11,927,955 21 

(10,831,477 84) 
17,707,528 64 
(6,549.792 75) 
(1,050,049 41) 

34,214 36 

24,802 97 
2,692,643 16 

(3,138,016 35) 
79,194 72 

(13,392 11) 
1,415,881 34 

(14,632,644 84) 
8,273,650 08 

(2,446,622 98) 
2.742,144 70 

(1,871,743 17) 
(340,198 90) 

77,467 12 
(11.558 96) 

(400,560.37) (440;418.54i 
233,893,679 08 147,753,239 42 

1,717,192 78 1,707,395 19 1,669,864 92 1,809,068 04 1,523,385 27 
137.681 36 231.1 18 08 369,373 70 445,851 85 395,705 89 

1,950,163 06 2,076,768 89 2,115,716 77 2204,773 93 
1,436.02 1,852.22 

1,662,502 85 

328,507 14 273,359 79 292.140 15 266,616 51 248,838 69 
2,600,641 75 2,850,390 54 3,108,276 78 10,347,367 59 4,776,989 86 

81,331 10 
3,002,147 89 3,226,735 07 3,495.789 31 10,694.768 60 5,107,159 65 

80,784.50 72.999.00 102.984 74 95.372.38 

(2,283,347 66) 
17.31026 

145,292 37 
5,753 63 

1,647,885 78 
0 01 

41,506 04 

(346,981 24) 
1,256,709 27 

3,175,403 71 

1,764,297 28 

247,408 30 

117,546 26 

(1,183,206 24) 
9,294,380 81 

5,157 66 

818,791 48 
13.103 06 

162,769 58 

863,540 05 

29,310 96 

(1,130,193 35) 
(152,325 71) 

3,682,041 57 

1,060,344 54 

215,78392 

80,913 72 

4,508,234 30 

11 1,472 33 

19,489 22 

995,300 52 
(51 1 22) 

69,756 00 

697,180 77 

(1034) 

(129,929 41) 
(835,734 11) 

1,071,512 10 

104,371 92 

35,381 74 

5,857 20 

(1,161,707 40) 

19,791 48 

3,971 98 
355 59 

11,815 52 
61.843 55 

702.469 82 
146,754 27 

3,079,652 32 

1,027,945 12 
73,981 89 
13,992 00 

433,609 04 

6 68 

26,247 01 
(282.175 52) 

675 96 

(2 08) 

(409,216 25) 

(3 43) 

16,173 22 
79,182 19 

1,208,822 32 
21 1,498 46 

3,550,513 05 

1,149.667 95 
(45,532 57) 

3,006,371 40 
140,522 74 

0 56 

1,264 02 
685,787 01 

(653 53) 
(140.522 74) 
(208.389 40) 

13,648 10 
77,303 15 

995.822 07 
160 808 27 

3,757,983 22 
51,516 00 70,920 00 

13,905,116 24 10,283,275 67 4,878,102 30 6,002,785 68 9.665.000 25 
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Kentuc1i;y Power Company 

1IEQIJEST 

Refer to Volume 1 of the Application, page 349 of 367. Explain the large increases in the 
aiiiouiits charged Keiitucly Power by Appalachian Power Coinpaiiy, Indiana Michigan Powei- 
Co., and Pnblic Service Co. of Okldioina over the four (4) year period shown. 

RESPONSE 

The increase in charges from Appalachian Power is clue primarily to Appalacliiaii Power 
Company’s payinelits 011 behalf of I<eiitucky Power of $0.9 inillioii in tlie test year and $1.0 
million in the 12 moiiths elided Deceiiiber 2008 for a traiisforiner a id  related inaterials €or the 
Dwale, ICY substation. 

The increase in charges from Iiidiaiia Michigan Power is due primarily to einployee labor arid 
expenses €or storin damage restoration expeiises of $0.2 inillion related to the severe storins in 
ICeiitucky in Jaiiuary 2009 aiid February 2009. 

The increase in charges from Public Service Company of Oklalio~iia is due priiiiarily to 
employee labor a id  expeiises of $0.3 inillion for storin damage restoration expenses related to 
the Febi-uary 2009 severe storin. 

WITNESS: Errol I< Wagner 
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Kent tic ly Pow e r Co rn 11 a n y 

REQUEST 

Refer to Voluiiie 2 of the applicatioii, Section 111. Provide a copy of pages 1-62 in electronic 
lorin on CD-Rom with the formulas intact aild unprotected. 

RTCSPONSE 

Please see the attached electronic file. 

WITNESS: David M. Roush 
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Kentucky Power Company 

REQUEST 

Refer to Volume 2 of the application, Section 111, page 10 of 488. 

a. Refer to coluiiin 1. Explain tlie "Book to Bill Adjustiiient." 

b. Coluiiiii 1 coiitaiiis a row titled "Fuel" which shows a total of $9,513,955. Explain wliat this 
r o \?i rep re sent s . 

c When tlie "Fuel" row reaches cohmui 9, titled "Revenue with Aimtiahzed Fuel," the amouiit 
is reduced to $5,704,918. Explain tlie difference in these two amoiuits. 

d.  Refer to colrunii 9. Explain how tlie .0023217 fuel rate was calculated. 

RESPONSE 

a. The book to bill adjustinelit reflects the difference between tlie 1tWIi recorded on the 
Company's boolts aiid the 1tWi tliat wheii inultiplied by test year rates match the revenue as 
recorded on the Company's boolts. 

b. Coluiiui (4) of the row labeled "F-Lrel" represents the test year billing under tlie Company's 
iiioiitlily file1 adjustment clarw assuming the current file1 basing point was in effect €or the 
entire period. 

c. Col~~iiiii (9) of the row labeled "Fuel" represents tlie test year billing at the Company's 
annualized fitel factor of $0.0023217. 

d Tlie Company's aiuiualized file1 adjustment factor is calculated as the jurisdictional total ftiel 
cost of $219,625,727 as shown oii Exhibit EKW-4, Coltunii ( 5 ) ,  divided by Billed and 
Accrued IcWi of 7,148,876,499 ItWi as shown on Exhibit EKW-4, Columii (1 1) less tlie 

current lmse €tiel amount of $0.0284 per 1tWi as shown on Exhibit EKW-4, Coluiiiii (1  2). 

WITNESS: David M ROLIS~  
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Kentucky Power Company 

REQUEST 

Refer to Voluiiie 2 of the application, Sectioii 111, page 1 1. 

a. Refer to coluinii 1. Explain what is ineaiit by "Customer Charge - NI-I" and "Customer 
Charge - I-IT." 

b. Explain tlie employee discount policy. 

RESPONSE 

a. The service charge for employees is different depending trpoii whether their residence has 
electric heat "HT" or does not have electric lieat "NI-I". 

b. Coiiipaiiy einployees that are also customers of the Coiiipany receive a discount 011 tlie 
service charge portion of their electric bill. Eiiiployees with electric lieat "I-IT" do not pay the 
service charge. Eiiiployees without electric lieat "NH" pay one-halE of the service charge. 

WITNESS: David M ROL~SII 
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Kentucky Power Company 

REQUEST 

Refer to Voluiiie 2 of applicatioii, Section 111, page 29 of 488. Colu iu  3 shows a current 
"Alternate Feed" rate o r  $4.04. Provide the location of this rate iii I<eiitucky Power's tariff 

RESPONSE 

The rate caiuiot be foiiiid in I(17Co's current tariff. Such service is curreiitly beiiig provided 
under a IQSC approved special contract. 

WITNESS: David M Roush 
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ICentuclcy Power Company 

REQIJEST 

R.efer to Volume 2 of the application, Section 111, page 38 of 488. 

a. Explaiii how the Employee Discount of ($59,120) in the Proposed Revenue coluiiiii was 
calculatecl. 

b. Confirm that tlie reason Enviroiuiiental Surcharge reveiiues go from $4,762,458 10 $0 is clue 
to Kentucky Power's proposal to roll eiiviroivnental costs into base rates. 

RESPONSE 

a. The cliscouit was calculated as 1,854 Eiiiployees Without Electric IiIeat Bills x $4 + 6,463 
Eiiiployees With Electric Heat Bills x $8 = $59,120. 

b. Yes, the eiiviro~iiiieiital surcharge revenues fall to $0 because the Company is proposing to 
inclucle the test year level in base rates. 

WITNESS: David M ROLIS~ 
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Kentucky Power Company 

REQUEST 

Reler to Voluiiie 2 of the Application, Section V, Worlcpaper S-6, page I of 4. Provide an 
explaiiatioii for the two adjustiiieiits iii coluiiiii 4 or provide the location of same in the 
Application. 

RESPONSE 

Section V, Workpaper S-6, Line No. 4, Distribution Plant, Col~~iiui  4 amount of (XI ,149,668) 
relates to tlie test year revenues associated with the DSM activities (Please See Section V, 
Workpaper S-6, Page 2 of 4, Line No. 7). This adjustmelit reiiioves the reveiiues which include 
the cost recovery, lost revenues, and iiiceiitives associated with the DSM activity from the test 
year aiuiual reveiiue requirement. Tliese reveiiues should be excluded from base rates due to tlie 
[act that DSM reveiiues are recovered tlxougli the DSM stu-charge. The DSM activity cost 
should have also been removed fiom tlie test year cost oE service as stated in the Coiiipaiiy 
response to Coiimissioii Staff 1 st Set Item No. 58. 

Sectioii V, Workpaper S-4, Page 1 of 4, Line 5, Various Trails. Agreement, Colunin 4 aiiiouiit of 
($5,005,564), relates to the iteiiis listed on Section V, Workpaper S-6, Page 2 or  4, lilies 17 
till-ough 2 1 . These various traiisiiiissioii agreement revenues were removed fiom the Operating 
Revenue because these sane  traisiiiissioii reveiiues were incl-ctded in Section V, Workpaper S-7, 
Liiie 10 in the aiiiouiit of $5,005,565 as a negative expense. Tliese traiisiiiissioii ieveiiiies are 
used to reduce the aimual cost-of-service. This is a reclassification of the test year traiisniissioii 
revenues to a negative expense. 

WITNESS: Err01 I<. Wagner 
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Ken tuclcy Power Company 

EQ'IJEST 

Refer to pages 5 and 9- I O  of the Direct Testiiiioiiy of Tiinotlly C. Moslier. 

Tlie seiiteiice at line 7 of page 5 refers to "[i]ncreasing efficieiicies . . . ," while the answer 
starting at line 21 of page 9 aiid continuiiig to page 10 refers to I<eiitucky Power iiieeting its goal 
o i  providing reliable cost-effective service " [t]lwougli effort, efficieiicies a id  coiiiiiiitiiieiit . .'I 

Provide a list of all efficieiicies, cost-saving measures, best practices programs, etc. that have 
been implemented by ICeiitucky Power since its last geiieral rate case and, for each efficiency, 
measure or program, quanti€y tlie dollar iiiipact of the beiiefit it lias provided I<entucky Power's 
customers. 

RESPONSE 

Siiice our last geiieral rate case in 2006, I<eiitucky Power lias iinplemeiited ilie following 
~~rograiiis, procedures or processes that are designed to produce more reliable service: 

1 I Iiiiproveiiieiit of perlromiaiice witliiii statioii brealter zoiies: We focused tree triiiiiiiiiig efforts 
to establish a four year cycle witliiii the statioii zoiies. We've also coiiceiitrated 011 ideiitifyiiig 
aiid replacing faulty cutouts witliiii tlie station zoiies. These two activities were uiidertalteii 
primarily to iinprove reliability by stabilizing SAIFI (System Average Iiiterruptioii Frequeiicy 
Index) aiid reducing the riuiiiber of large outage cases. 

2. Crew productivity and job site efficiency goals were established for tlie field persoimel to 
better unc1erstaiid 1iow tlieir iiidividuar aiid teain performance prepariiig for work anh worlcing a 
specific plan affected service to the customer. Jobsite efficieiicy iiicreasecl from 68% in 2005 to 
82% in 2009, wliile the utilization iiieasuireiiieiit stabilized duriiig the saiiie timeframe. The iiet 
effect is iiiore maiiiteiiaiice work coinpleted and services iiistalled faster. 

3 .  LEAD (Line Equipiiieiit Aiialysis Device) equipment, a tool that AEP developed and patented 
to ideiitify distributioii hardware in tlie begiimiiig stages of deterioration aiid €a ihe ,  was 
euiployed to detect (EMI), electro-magnetic interference. EM1 detection allows failiiig cntouts 
and lightning arrestors to be located aiid replaced before aii outage occurs. 

4. Utility vehicle standardization was introduced and followed, redrrciiig the overall costs of new 
vehicles. 
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5. A ICentuclty (DDC), Distribution Dispatch Center, was established to ceiitralize the daily 
dispatcli operatioii as well a create a inore efficient function during storiii restoration. A total of 
thirteen eiiiployees cover Keiitucky operations 011 a twenty-four hour basis. Dui iiig major 
storms, dispatching is returiied to tlie local areas aiid the DDC fkictions as the clearinghouse 
between distribution aid transmission. 

6 .  Kentucky Power was reorganized into ai operating coiiipaiy with thee Customer aiid 
Distribution Services Maiagers respectively in Ashlatid, Pilteville aiid Hazard. The iiiaiiagers 
report to a Custoiner Operatioils Director wlio reports to tlie coiiipaiy President aiid CliiejC 
Operating Officer. The new organization lias allowed a closer relatioiisliip in the coiiiiiiuiiities 
and a direct respoiisibility for service reliability. 

7. The Coiiipaiiy lias speiit inore for reliability each year siiice the last rate tliaii was incluclecl for 
the purpose of designing rates. 

Savings have iiot been quantified. 

WITNESS: Timothy C Moslier 
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Kentueliy Power Company 

REQTJEST 

Refer to the Direct Testimony of William E. Avera ("Avera Testimony") at page 9. 

The inforiiiation in footnotes 4 and 5 is a year old. If available, provide more recent utility sector 
aiialyses fi-om Fitch Ratings, Ltd. aid Moody's Iiivestor Services. 

RESPONSE 

Copies of the most recent pi.ibIicatioiis from Fitcli Ratings Ltd. and Moody's Iiivestors Service in 
Dr. Avera's possession are contained on the CD attached to this set of Data Requests. 

WITNESS: William E. Avera 
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credit outlook for competitive generators and retail propane distributors. Forces driving 
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Growth in power sales adjusted for weather wi l l  resume after the declines of 2008- 
2009. Natural gas sales volume i s  expected to  be relatively f lat year on year. 

Market prices for natural gas and electric power and capacity are likely to  remain in 
a low band. Relatively low prices are: 

o Beneficial or neutral for electric and gas utilities. 

o Unfavorable for competitive power generators and natural gas storage and 
midstream services. 

While non-energy commodity prices are up from their trough in 2009, we do not 
foresee an overheated economy with rapid expansion in the prices of construction 
materials; however, U.S. dollar weakness i s  likely t o  raise costs of imported 
machinery and equipment, and could eventually raise prices of U.S. construction 
materials, increasing capital investment cost pressures. 

Electric utilities reduced their 201 0 capital expenditure budgets from earlier 
planned amounts, but the overall level of investment remains greater than internal 
funding and wi l l  require external financing, including raising equity capital. 

Continued good access to  debt and equity capital markets i s  expected, along with 
gradual improvement in bank market conditions. 

Electric and gas utilities are in a long-term cycle of rising unit costs, requiring 
frequent base rate increases to  maintain stable financial results. 

While Fitch expects that most utilities wil l  achieve reasonable regulatory outcomes, 
the dependence on rate increases exposes utilities t o  potential resistance from 
regulators, state politicians, and consumers/voters. 

Fitch expects passage within two years of national laws limiting greenhouse gas 
(GHG) emissions and possibly a national renewable portfolio standard, as well as 
more stringent environmental regulations on other emissions. This wi l l  have l i t t le  
effect on cash flow in 2010, but longer-term consequences for many competitive 
power generators are unfavorable, especially for owners of coal-fired generation, 
and it wi l l  add to  cost pressures for integrated electric utilities and their 
consumers. 
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Pipeline and Midstream Sector ........ 
Appendix: Ratings and 

The “Credit Outlook Summary by Segment” table on page 2 of this report delineates the 
outlook and median rating with supporting bullet points for each business segment in 
the UPG sector. Fitch’s business segment outlooks are formulated based on an analysis 
of fundamental factors, not by tallying the current rating outlooks of individual issuers 
in the business segment. Rating Outlooks for individual companies often vary from 
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segment outlooks due to  the specific circumstances of each entity. As of Dec. 1, 2009, 
more than 86% of individual issuer Rating Outlooks in the UPG sector are Stable. 

Companies in the UPG sector weathered the recession and financial crisis of 2008-2009 
with considerably less pain than sectors such as financial institutions, cyclical 
industrials, and retailers. The absence of significant defaults in the sector i s  in stark 
contrast to  the upswing in defaults and bankruptcy filings across the rest of the 1J.S. 

Credit Outlook Summary by Segment 
The segment credit outlooks in  the left column reflect fundamental analysis of factors influencing developments in the segment, not the aggregate Rating 
Outlooks of the entities in the segment. Median ratings indicated are based on the issuer default ratings (IDR) of entities rated by Fitch Ratings, with the 
exception of the public power utility segment, which i s  based on senior instrument ratings. Public power utilities are not assigned IDRs. 

Segment 

Utility Parent Companies 
Median IDR: BBB 
Credit Outlook 0 MEtA activity wi l l  be limited. 
Stable (One Year) 
Negative (Longer Term) 

Electric Utilities, Investor-Owned 
Median IDR Integrated Electric: BBB 
Median IDR Electric Distribution: BBB 
Credit Outlook 
Stable (One Year) 
Stable to Negative (Longer Term) 

Gas Distributors, Investor-owned 
Median I D R  A- 
Credit Outlook 
Stable (One Year and Longer Term) 

Competitive Generation Companies 
Generating Companies and Energy Trading 
Median IDR: BB- 
Credit Outlook 
Negative (One Year) 
Negative to Stable (Longer Term) 

Natural Gas Midstream Companies 
Midstream and Pipeline Companies 
Median IDR: BBB- 
Credit Outlook: Pipelines 
Stable (One Year and Longer Term) 
Credit Outlook: Midstream 
Stable (One Year and Longer Term) 
Credit Outlook: Propane 
Negative (One Year and Longer Term) 

Drivers i n  Credit Outlooks for 2010 
0 Continued cost cutting for earnings and cash flow growth. 
o Investment focus on organic growth, investments in  transmission, and renewables. 

0 Focus on core businesses; selective divestitures. 
0 Equity issuance needed to  maintain balanced capital mix. 

e Sustained high capital spending for the majority of companies. 
0 Relatively low gas and power prices wil l  mitigate effect of rising infrastructure costs in  2010. 
0 Rising unit costs longer term due to new infrastructure and carbon regulations. 
a Serial base rate cases to recover infrastructure investments in  2010 and longer term. 
0 Significant new debt, hybrids, and equity issuance to fund capex. 

0 Oversupply of gas into the 2010 winter season wil l  relieve rate pressure. 
0 Sales growth constrained by continued weakness i n  the housing sector. 
0 Capital expenditures wil l  remain fairly low and manageable. 
0 Expect consistent regulatory treatment and manageable external funding. 

0 Excess power reserve margins wil l  linger with modest demand growth. 
0 LOW gas and power price environment wil l  hold down margins for most generators. 
0 Need to  replace expiring hedges and contracts in  a weak pricing environment. 
0 Uncertainty surrounding carbon legislation remains a key operating and credit issue for this group. 

0 Development of low-risk, contractually supported pipelines to connect increased shale gas 
production to  high-demand eastern markets. 

0 Midstream processing volumes and margins likely to  be supported by significant price advantage 
of NGLs over oil-based naptha as ethylene feedstock. 

o Modest increase in  volumes on natural gas and refined products pipelines due to recovering 
economic activity. 

0 Companies are likely to continue to  pursue conservative financial practices. 

Public Power Utilities a 

Municipal, State, and Federal 0 

Agencies and Cooperatives 0 

Median Ratinga (Retail Systems): A+ 
Median Ratinga (Wholesale Systems): A 
Credit Outlook 0 

Stable (One Year) 0 

Stable to Negative (Longer Term) 

'Median ratings shown for Public Power Lltilities are senior 
Source: Fitch. 

Benefit from less state regulatory oversight; local control over rate-setting. 
Continued lower usage and decreased revenues from surplus power sales anticipated for 2010. 
Growing pressure for local governments to slow rate increases and boost transfers from the uti l i ty 
system to replace lost city tax revenue and fund pension obligations. 
Generation investment wil l  continue, albeit at a slower pace. 
Rising unit costs longer term due to new infrastructure and carbon regulations. 
Improving access to third party liquidity; expect extension of federal stimulus program which 
provides for issuance of taxable Build America Bonds by municipal entities. 

unsecured debt ratings. 
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economy, consistent with the defensive reputation of the sector. 

In general, companies in the UPG sector entered 2009 in reasonably sound financial 
condition; some drew down their bank credit facilities during the banking crisis in late 
2008 and repaid the loans as the bank and financial markets stabilized during 2009. 

Rate-regulated utilities benefited during the market disruption from bond investors’ 
preference for low-risk infrastructure investments. Regulated utilities and holding 
companies with higher investment-grade ratings had adequate t o  robust bond and 
commercial paper market access throughout 2009, and the bond market became more 
open to  funding companies with speculative-grade ratings at  progressively lower 
spreads during the second half of 2009. 

Electric and gas utilities’ sales volumes were reduced as a result of cyclical sales 
declines, especially lower industrial consumption of gas and power, with greatest 
impact in the Midwest. Residential demand was also lower, particularly in markets with 
the greatest impact from the housing collapse. While reduced sales hurt cash flow, 
lower costs of natural gas and power purchases, combined with timing differences in 
cost recoveries and collections of prior fuel deferrals, helped support operating cash 
flow and reduced working capital needs. Some integrated electric utilities that rely on 
spot sales of excess power into the wholesale market and rely on profits from wholesale 
sales suffered from a material decline in spot market prices. 

Competitive generators and midstream gas processors were exposed t o  oversupply of 
natural gas and declines in power and gas spot and forward prices to  the extent 
production was unhedged. However, generators and midstream processors that entered 
2009 with their sales significantly hedged avoided most of the impact of lower margins. 

k 
Fitch’s 2010 credit outlook for the Utilities, Power, and Gas sector incorporates the 
following framing economic and capital market assumptions: 

e 

Q 

General economic recovery continues over the course of 2010. 

Capital market conditions are expected to  be open and the bank market to  have a 
gradual improvement in spreads. 

Interest rates are expected to  rise over the course of the year from very low levels. 

Weather-adjusted power demand expected to  return to  growth in 2010-2011. 
Power i s  expected t o  form a longer-term growth trend averaging about 1.4% t o  1.6% 
per annum. Recovering industrial and commercial demand for natural gas should 
offset increased efficiency, resulting in flat sales overall for gas. 

Fitch’s 2010 U.S. economic. outlook is for a slow recovery, with a projected modest 1.8% 
rise in GDP. Industrial production and GDP appear to  be gaining, albeit from a low base. 
Fitch expects the pace of expansion t o  remain weak by the standard of prior recoveries. 
While job losses are slowing, unemployment is  not improving, and could weigh on 
consumer sentiment and spending for several quarters. While there i s  a risk of a 
double-dip recession, which would continue to  suppress sales growth in the sector and 
would result in a more adverse near-term credit environment, this i s  not Fitch’s base 
case. 

Interest Rates 
U .S. Treasury interest rates in 2009 were at historically low levels, with short-term 
rates near zero for the first half of the year. Later in 2009, the long end of the yield 
curve began t o  move up. In the low rate environment, utilities achieved low-cost long- 

e 

a 
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term debt financing, with 20- t o  30-year taxable ut i l i ty operating company issues at 
5.50%-6%. As long as US. Treasury policy keeps rates low, the dollar would remain 
under pressure. Assuming that the economic recovery takes hold, the Federal Reserve 
would have t o  devise an exit from i t s  easy-money monetary policy, allowing short-term 
interest rates to  revert t o  a more normal level, and long-term rates to move up as well. 

Access to Capita! and Credit Markets 
Access to  the debt capital market i s  expected to  remain open to  the UPG sector issuers 
in 2010-201 1. 

Access to  equity capital in addition to  debt wi l l  be critical for utilities and uti l i ty 
holding companies t o  maintain stable credit profiles, given the forecast for capital 
expenditures in the sector in excess of internal cash flow. The uti l i ty sector wi l l  have 
difficulty t o  satisfy equity investors’ expectations for growth in a general economic 
recovery. Companies with strong market valuations or better growth fundamentals are 
better positioned t o  raise equity without excessive dilution. Many utilities are 
considering the use of hybrid securities to  minimize dilution. 

Fitch is  monitoring expiring bank credit facilities and the pricing, covenants and terms 
of new and replacement facilities. A recent Fitch study tallied approximately 
$163 billion of credit facilities of companies in the UPG sector expiring in 2010-2014, 
with approximately 40% ($65 billion) of maturities concentrated in 2012. Fitch 
concluded that expiring credit facilities are not likely to  create a liquidity issue for the 
sector, although credit costs are likely t o  be higher than prior t o  the credit crisis. Fitch 
expects that companies with expiring credit facilities wi l l  close the gap by means of 
alternatives such as diversifying credit providers and using new types of credit facilities, 
relying more on capital market debt and less on bank facilities for direct funding or 
back-up, and altering collateral-intensive business practices to  reduce needs for back- 
up credit. (For more on this topic, please refer to “Fitch Review of Bank Credit 
Facilities in the Utilities, Power, and Gas Sector,” published on Oct. 28, 2009.) 

Gas and Power 
The trend over the past decade has been for declining natural gas consumption by 
industrial users t o  be offset by higher usage for power generation. In 2009, extremely 
low natural gas prices caused the dispatch of  gas combined-cycle units to  displace some 
production by less-efficient coal plants. Assuming somewhat higher gas prices in 201 0, 
gas is  likely to  give back some share to  coal at the margin. Beyond 2010, Fitch expects 

, , 
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 LTM 

9/09 
Source: U.S .  Energy informat ion Administration. 
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that use of natural gas for power generation wi l l  be growing and taking share away 
from coal, offsetting shrinkage in primary demand for gas as a fuel for residential, 
commercial, and industrial applications. On balance, weather-adjusted sales of natural 
gas are forecasted to  be approximately flat. 

On a weather-adjusted basis, Fitch expects that U.S. electricity sales wi l l  rise in 2010 
by 1% to  296, largely due to  a rebound in industrial usage straddling 2010-2011 that 
would recover some but by no means al l  of the industrial demand lost in 2008-2009. 
Longer run, Fitch foresees U.S. power consumption growing at I .4%-1.6% annually. 
Growth in U.S. per capita electricity consumption has been in a long-term secular 
decline since 1960, and that trend i s  likely t o  continue as state and federal policies 
increasingly favor energy-efficiency and demand-reduction programs. In those states 
with aggressive policies promoting demand reduction, electric utilities are likely t o  
press for tariff decoupling mechanisms t o  replicate those already in effect for many 
natural gas distributors and in a few jurisdictions for electricity. 

2.5 - 

i c .  
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9/09 

Source: US. Energy Information Adminstration. 

Commodity Prices 
While market prices of gas and electric power are expected to rise from the 2009 
trough, prices are likely to  remain well below the levels that prevailed in early 2008. 
Relatively low gas and power prices are a favorable element in the credit outlook of 
most electric and gas distribution utilities and many integrated electric utilities, but 
form a more challenging market environment for competitive generators with 
conventional power generation assets and midstream gas processors t o  the extent that 
sales are dependent on market prices rather than contracts signed at more favorable 
prices. 

Producers of steam coal remain in a pinch between their own rising production and 
pension costs and the gas-on-coal competition at the margin for power production. Coal 
stockpiles at  power plants wi l l  enter 2010 materially above historical levels. While 
demand and prices for met coal can rise with global economic recovery, steam coal 
prices are likely to  be constrained. 

Prices of steel, cement, and other construction materials are up somewhat from their 
trough in early 2009, and prices are expected to  increase over the course of 2010, 
especially due to  the weak U.S. dollar. However, we see no basis for a return in 2010 to  
the runaway inflation of construction materials of early 2008. 
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Natural Gas Spot Prices - Henry Hub 

MmBtu -Mi l l ion British thermal units 
Source: Bloomberg. 

Natural Gas Price Environment 
Natural gas supply has exceeded demand for much of 2009, reflecting a combination of 
lower consumption, high production, and historically high gas inventory levels. Rapid 
expansion of shale gas production as well  as greater accessibility t o  Rockies' gas 
production contributed to  the 2008-2009 collapse of U.S. gas prices as the recession 
depressed industrial demand. Fitch believes that price weakness wi l l  continue 
throughout 2010 as the industry works through high inventory Levels and demand 
remains weak; the dramatic reduction in rig count during 2009 may only gradually 
reduce the gas oversupply, especially since new shale production tends to  have very 
high init ial production levels. 

Weather i s  a dominant factor i n  natural gas demand in the residential and commercial 
markets. Fitch does not forecast the weather; however, given the drops in natural gas 
demand in the industrial sector of the economy, it is not clear that even a colder-than- 
normal winter would be enough to  support materially higher natural gas prices in 2010. 

Wholesa 1 e Electricity Prices 
As a result of the decline in U.S. power consumption in 2009 along with some new 
power capacity coming on line, capacity reserve margins have increased to  the extent 
that al l  U.S. power regions are currently oversupplied, with capacity reserve margins in 
excess of 30% in most regions. Additions of renewable resources (largely wind) and a 
few large coal plants that came on line i n  2009 or wi l l  enter service in 2010 also tend to  
prolong the industry overcapacity. Excess power capacity wi l l  only gradually be 
absorbed by the modest increase in power demand. 

The relatively low band of natural gas prices foreseen for 2010-2011 i s  expected to  
combine with high capacity reserve margins t o  keep electric. power and capacity prices 
i n  a moderately low range in 2010 compared with the prices that prevailed in 2007 
through mid-2008. Increasing output of wind and solar generation over the next several 
years wi l l  also play a role in reducing round-the-clock energy prices and market clearing 
heat rates, especially in those markets with the most abundant resources of wind 
(Midwest and Plains, Texas) if transmission i s  adequate t o  move power t o  load centers. 
In 2010-2013, 30% or more of the new power generation coming on l ine in the U.S. wi l l  
be wind, solar or other renewable generation, stimulated by tax subsidies, state 
renewable portfolio standards, and feed-in tariffs in some states. Finally, construction 
of new electric transmission facilities in New England and PJM and in ERCOT over the 
next five years i s  expected t o  begin to  lower electricity prices in congested zones and 
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to  raise prices outside the congestion zones. 

ita1 Expenditures 
Overall, companies in the lJPG sector responded to  the recessionary environment and 
reduced gas and power demand by deferring capital expenditures (capex) budgeted for 
2009 and 2010 or cutting out discretionary projects, but the effects differ by segments 
within the sector. Overall, capex in the sector wi l l  remain well in excess of 
depreciation charges relating to the existing asset base. 

CD Capex for the competitive power generation sector remains in excess of 
depreciation charges, despite more limited access t o  capital by the independent 
generators as well as the court overturn of the Environmental Protection Agency’s 
(EPA) Clean Air Interstate Rule (CAIR) and Clean Air Mercury Rule (CAMR) 
regulations, which caused some companies to  delay environmental compliance 
projects. In 201 0, capex wi l l  include more environmental compliance work, 
investments in renewable power sources that carry abundant tax incentives and up- 
rates of existing nuclear plant capacity. 

Constrained by uncertain access t o  capital, gas midstream companies, and master 
limited partnerships (MLPs) reduced capex very sharply in 2009, cutting back to  
maintenance levels and completion of major projects already under construction. 
Some major pipeline infrastructure projects are under construction, and these have 
put some stress on credit ratios of their sponsors. In 2010, companies wil l  spend t o  
complete major pipeline projects and to  extend gathering lines t o  new shale- 
producing areas, and could ramp up discretionary capex if funding i s  available and 
market conditions improve with enhanced economic activity. 

Gas distribution utilities generally have modest capex budgets, averaging around 1 . 5 ~  
annual depreciation charges. Spending i s  expected to  decline year on year in 2010. 

Electric utilities have been in a pattern of increasing capex from 2005-2008 and had 
budgeted to  continue to  grow in 2009. In 2009, the investor-owned electric utilities 
reduced their aggregate capex by 10% from the originally budgeted 2009 levels, and 
cut their 2010 plans by 9% from the original plans for 2010. After those cuts, 2010 
capital expenditures for the segment as a whole are now budgeted to  be essentially 
f lat with the record $84 billion level of 2008, and Fitch expects to  see some growth 
in capex in 2011. The ratio of capex to  annual depreciation and amortization 
charges wil l  on average be higher for integrated utilities than for utilities that are 
pure transmission and distribution (T&D) providers. Fitch notes that there i s  
considerable divergence in capital investment among the T&D utilities, including 
some that are investing heavily for advanced metering or transmission and grid 
reliability projects and several with very minimal capex. (For more information on 
this topic, please refer to  “Electric l l t i l i ty Capital Expenditures: The Show W i l l  Go 
On, ” published on Oct. 14, 2009). 

Q 

e 

a 

Ratio of Capital Expenditures to Depreciation and Amortization 
(12 Months Ended Sept. 30, 2009) 

Average Minimum Maximum 

Electric Integrated Utilities 2.7 0.8 6.7 
Electric Distribution Utilities 1.5 0.3 4.6 
Gas Distribution Utilities 1.5 0.9 3.0 
Competitive Generators 2.8 0.9 7.0 
Pipeline and Midstream Gas 2.5 1 .o 7.6 
Source: Fitch Ratings, company financial statements. 

Parent Companies (Consolidated) 2.3 0.7 4.9 
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lliblic Poky  Will 
While it i s  s t i l l  uncertain whether a major energy bi l l  wi l l  be enacted in 2010, the 
presidential administration and Congressional leadership are intent upon enacting a law 
t o  address climate change, including limits on GHG emissions using a cap-and-trade 
program, implementing standards for energy efficiency and conservation, and 
promoting investments in renewable resources. However, it has so far proven difficult 
to  find bipartisan support or to  muster sufficient support within the Democratic 
majority to  pass a Senate bi l l  that wi l l  raise costs for consumers and disadvantage some 
states more than others. 

If the Congress i s  unsuccessful in passing new laws on these matters, the EPA has the 
authority t o  take a more vigorous approach to  carry out the federal court mandate 
defining carbon dioxide and other GHGs as dangerous pollutants subject to  regulation 
under the Clean Air Act. Compliance with an EPA rule i s  likely to  be more difficult and 
costly for electric power generators and integrated utilities than a compromise bi l l  
crafted by Congress; thus, the electric industry has united to  support Congressional 
action. Also, EPA i s  expected t o  act on new regulations to  replace vacated Clean Air 
Interstate Rule and Clean Air Mercury Rule with important effects on coal-fired 
generating units, though not likely to  have material effect in 2010. 

Fitch assumes that there wi l l  either be a national law within the next two years that 
wi l l  regulate carbon emissions, or the EPA wi l l  step in with new regulations with more 
severe impact. I f  the EPA establishes rules, they are likely to  take several additional 
years of litigation and implementation. Fitch conducts sensitivities of the effects of 
possible emissions prices or a tax on carbon emissions in i t s  credit reviews of power 
generators, but has not developed stress cases around potential EPA regulations. 

Renewable Energy and Technology Innovation 
Roughly half the states have adopted renewable portfolio standards (RPS) requiring 
utilities t o  source a larger share of their electric power from defined renewable 
sources, and more continue to  jump on the bandwagon. There i s  growing pressure in 
some states to  establish feed-in tariffs and/or net metering of electricity. The longer- 
term effect of these requirements may be adverse for electric ut i l i ty credit if utilities 
become loaded up with costly and inflexible power purchase obligations, akin t o  the 
problems that occurred in the 1980s-I 990s following the implementation of the Public 
Util i ty Regulatory Policy Act of 1978. As higher costs of renewable resources and 
related transmissions are pushed into consumer tariffs, it could make it more diff icult 
for utilities to  achieve base rate increases t o  recover other rising cost elements and 
maintain satisfactory equity returns. 

In 2009, significant tax incentives (see the Federal Tax Matters section on page 9 )  have 
begun t o  stimulate a sharp increase in investments in wind, solar, biomass, and other 
resources defined as renewable power. Federal loan guarantees for renewable 
resources, advanced clean energy technologies, and electric transmission, as well as 
grants from the Department of Energy for advanced metering and Smart Grid projects 
are additional sources of stimulus. 

We have entered a period of high technology innovation in renewable energy resources, 
demand reduction, energy efficiency, and electric. power transmission networks. A 
significant amount of work is  underway t o  prepare for potential charging of plug-in 
electric vehicles, a development that would require substantial new investments i n  the 
ut i l i ty distribution grid. The industry i s  testing technologies for carbon capture and 
storage, integrated gasification with combined cycle electric production (IGCC), battery 
storage, and pursuing licensing of new nuclear reactor designs. The U.S. has increased 
federal funding for energy-related research at the national laboratories. Burgeoning 
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and often conflicting policies and technology changes wil l  lead to  fundamental and 
largely unpredictable changes in the energy and electricity sector over the next five t o  
I O  years, but with relatively small impact in 2010. 

era1 Tax Matters 
Many companies in the UPG sector wi l l  lower their tax bills for 2009 and 2010 as a 
result of a host of economic stimulus tax provisions. Tax credits for investments in 
renewable energy and extended tax loss carry-backs wil l  temporarily turn the tax 
return into a profit center for several companies in the sector. 

The American Recovery and Reinvestment Act of 2009 (ARRA), an economic stimulus 
package, extended and expanded tax benefits available t o  specific project investments, 
particularly for various renewable energy technologies: 

o Renewable Energy Production Tax Credits (PTC): ARRA extended eligibility dates 
of a tax credit for facilities producing electricity from wind, biomass, geothermal 
energy, municipal solid waste, and qualified hydropower and marine renewable 
energy. The “placed in service date” for wind facilities was extended to  
Dec. 31, 2012, and for the other types of facilities to  Dec. 31, 201 3. 

Election of Investment Tax Credits in Lieu of PTC: Businesses that place in service 
facilities that produce electricity from wind and some other renewable resources 
can choose either the energy investment tax credit (generally a 30% tax credit for 
investments in energy projects) or the PTC, which provides a credit per kWh for 
electricity produced from renewable sources. A business may not claim both credits 
for the same facility. A taxpayer electing the ITC in lieu of PTC receives a cash 
payment 60 days after achieving the commercial operation date. 

Bonus Depreciation: Businesses can deduct half the adjusted basis of qualifying 
property in the year it i s  placed in service. The extension applies to  qualifying 
property placed in service in  2009 (2010 for long production period property and 
certain transportation property). 

Net operating loss (NOL) carry-back was extended for a maximum carry-back of 5 years 
rather than the normal two-year period applicable to  nearly al l  companies, except for 
recipients of TARP relief, as a provision of the Homeownership and Business Assistance 
Act of 2009 (November 2009). The carry-back can be applied to  NOLs generated in 
either 2008 or 2009 but not for both years. T’he effect i s  an immediate increase in 
available cash for the taxpayer. 

Meanwhile, the prior administration’s dividend tax cut i s  scheduled t o  expire at  the end 
of 2010, and there i s  wide speculation that additional taxes or higher tax rates wil l  be 
applied to  fund the federal deficit, including eliminating the current favorable 
treatment of capital gains and dividend income. Given the sector’s heavy capex 
requirements, Fitch would consider any such changes in federal income and capital 
gains tax rates to  be unfavorable developments that would likely lower equity 
valuations of regulated utilities and uti l i ty holding companies. 

Pension Funding 
Many companies that entered 2009 with severe erosion in the value of their pension 
funds relative to  projected benefit obligations opted to  make cash contributions t o  
c.omply with the U.S. Pension Protection Act of 200h, as moderated by the Worker, 
Retiree, and Employer Recovery Act of 2008. Cash contributions in 2009, combined with 
the recovery in bond and stock market values, have reduced the gap, but a number of  
companies wil l  need t o  continue cash contributions in 2010 (absent a significant run-up 
in market values of investments). 

o 

B 
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There were no notable defaults or bankruptcy filings in the UPG sector in 2009. That 
stands in sharp contrast to  the upswing in defaults and bankruptcy filings in other 
corporate sectors as a result of the severe national and global recession. A peak default 
period in the UPG sector was from 2001-2003. 

SemGroup restructured and emerged from bankruptcy as a new public company in  early 
December 2009, approximately 16 months after the company and i t s  major wholly 
owned subsidiaries filed a bankruptcy petition on July 22, 2008. Pre-petition lenders 
were estimated to  recover 100% on some secured obligations and secured trading 
exposures, an estimated 55% on one secured working capital loan facility, and 75% on a 
secured revolving credit. llnsecured lenders and general creditors were estimated to  
recover 5% to  10% of their exposure via the allocation of 5% of the equity in the new 
public company t o  the unsecured class. 

SemGroup’s 2008 insolvency resulted from i t s  inability to  post required margin 
collateral t o  trading counterparties. The company adopted a trading strategy based on 
the sale of naked call and put options that did not adhere to  the SemGroup risk 
management policy and violated the terms of i t s  pre-petition credit agreement. When 
SemGroup experienced trading losses, it increased and rolled forward i t s  options 
positions, causing increased losses and occasioning growing demands for margin 
collateral that the company could not satisfy. 

mennt @o 
2010 Outlook - Stable 
Longer-Term Outlook - Negative 

The uti l i ty parent companies (UPCs) are poised for an improved economic and financial 
environment as compared to  that of a year ago. With economic activity picking up, 
industrial sales have shown signs of  stabilization in the third quarter. As industrial sales 
recover, it is  likely that the commercial sales, which have been weak in certain regions, 
Could follow suit. However, with revenue growth rates well below historical levels, 
Fitch expects UPCs to  continue their cost-cutting focus in both their regulated and 
unregulated businesses to  drive earnings and cash flow growth or support stability. 

UPCs have withstood the credit crisis well. Overall, the companies were in a financially 
sound situation before the credit crisis hit, and liquidity during 2009 was bolstered by 
reduced working capital needs due to  falling commodity prices, reduction in 
discretionary capex, and capital market issuances. Access to  capital markets remains 
open and relatively low cost for creditworthy borrowers. Fitch expects UPCs to  extend 
their conservative balance sheet stance in 2010, given the current fragile nature of 
economy and recovering credit markets, combined with the stated intentions of most 
management teams to  maintain a stable credit profile. For regulated businesses, Fitch 
expects the ut i l i ty parent companies t o  use a judicious mix of debt and equity to  
finance high levels of planned investments, most of which i s  mandated and earmarked 
for reliability, environment compliance, and renewable energy projects. For 
unregulated businesses, UPCs wi l l  need to  balance the capital structure against rising 
business risk due t o  lower cash flows brought on by a fall in commodity prices and 
increasing proportion of unhedged output in the outer years. 

Fitch expects climate change to  remain a predominant focus for most UPCs despite the 
uncertainty around the contents and timing of passage of a national law. While some 
UPCs have been more proactive than others, Fitch expects more and more companies to  
pursue low/zero carbon technologies more aggressively than before. This could be 
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manifested i n  both regulated and unregulated businesses investing a greater proportion 
of total capex in clean technologies and renewable generation as well as associated 
transmission, energy efficiency, and smart grid investments, and in retirements of older 
coal-fired power plants that cannot be economically retrofitted. 

Parents of utilities are generally taking advantage of opportunities to  invest in 
regulated rate base, driven by legislative/ regulatory mandates as well as a strategic 
pursuit of cleaner technologies as highlighted above. Fitch expects UPCs to  seek out 
those investment opportunities where prospects of cost recovery are high and the 
prospect i s  for a reasonable return on equity (ROE). 

As of late November 2009, ut i l i ty stocks as measured by the Philadelphia Util i ty Index 
(UTY) have declined 3% in 2009 and underperformed the SBP 500 by 18%. The increase 
in risk appetite among investors clearly worked against the defensive uti l i ty sector as 
signs of economic recovery emerged. Util i ty stocks that have a greater proportion of 
unregulated businesses have lagged their regulated peers due t o  a sharp fal l  in 
commodity prices. The sunset of reduced dividend tax rates on Dec. 31, 2010 further 
reduces the investment appeal of uti l i ty equity and i s  expected to increase the cost of 
equity capital. 

Notwithstanding the turmoil in the economy and the adverse capital market conditions, 
especially in the early part of 2009, ratings in the UPC sector have remained generally 
stable. The lJPC’s median ‘BBB’ issuer default rating (IDR) and senior unsecured ratings 
are the same as a year ago. Year to  date, there have been three upgrades and seven 
downgrades in the sector. Approximately 82% (37 of 45 observed companies) of Fitch’s 
UPC issuers have Stable Rating Outlooks and 16% (seven of 45) have Negative Outlooks, 
while only 2% (one of 45) has a Positive Outlook. 

Sector downgrades in 2009 reflect a challenging operating and financial environment 
due to  both weak industrial sales and rising operating costs (NISaurce Inc.; IDR 
‘BBB-’/Stable), financial pressure, and associated execution risk from plans to  build 
new nuclear plants (SCANA Corp.; IDR ‘BBB+’/Stable), weak commodity prices, and 
lower profitability of the unregulated generation portfolio (PEPCO Holdings Inc.; 
‘BBB’/Negative), and reassessment of financial and liquidity risk (Constellation Energy 
Group, Inc. (CEG); ‘BBB-’/Stable) among others. Fitch upgraded only three IDRs of 
parent holding companies in 2009. Two reflected gradually improved financial ratios 
and favorable state regulatory developments (Avista Corp.; IDR ‘BBB-’/Stable and DPL. 
Inc.; IDR ‘A-’/Stable), and one resulted from demonstration of support by a foreign 
parent (Energy East Corp.; IDR ‘BBB+’/Stable). 

Ratings are not anticipated t o  change meaningfully in 2010. Fitch expects the overall 
ratings for the UPCs t o  be stable primarily due to  modestly rising economic activity, 
and managements’ relatively conservative financial and business strategies. Concerns 
would be a fal l  in economic activity and power demand, an increase in populist 
regulatory decisions, volatile commodity prices, adverse climate change mandates, and 
shareholder-friendly decisions that result in increased leverage. 

Mergers, Acquisitions, and Divestitures 
Fitch expects l imited merger Et acquisition (MEtA) activity in the near term given 
uncertainties that remain around economic recovery, commodity prices, state 
regulatory responses, and carbon legislation, combined with the high costs of bank 
financing and relatively low equity valuations. Exelon Corporation’s (EXC) failed bid to  
acquire NRG Energy, Inc. (NRG) in 2009 highlights the difficulty in pulling off a hostile 
deal. The ongoing delay for Entergy Corp.’s spinoff of Enexus is reflective of the 
diff icult state regulatory environment related to  M&A activities. Electricite de France’s 
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investment in a 49.99% joint venture interest in Constellation Energy Group’s nuclear 
fleet was consummated late in 2009, after a controversial state regulatory proceeding 
that highlighted the regulatory hazards of merger/divestiture activity. That said, the 
case for industry consolidation remains strong given the fragmented industry, the scale 
of capital investments needed relative to  the size of the companies, and the potential 
for operational synergies to  drive down rates for consumers. 

Fitch expects a majority of the UPCs to  focus on organic growth, especially as regulated 
businesses take advantage of the attractive incentives for renewables and transmission 
development to  drive rate base growth. As demands on capital increase, some UPCs 
could shed non-core assets, including businesses that are collateral intensive. 

On the unregulated generation side, while there are good arguments for consolidation 
of smaller gencos, we see greater potential for asset acquisitions given low valuations. 
This could be driven by unregulated generators seeking “tuck-in” acquisitions or 
utilities short of generation seeking t o  grow their rate base. An emerging trend seems 
t o  be for unregulated generators to acquire renewable assets, such as the recent 
announcements by NRG to  acquire an offshore wind developer and a solar farm in 
California and CEG to  purchase wind assets in Maryland. I t  i s  quite possible that 
different forms of partnerships develop between traditional uti l i ty companies and the 
new generation clean technology companies to  exploit relative strengths. Finally, a 
weaker dollar could spur cross-border asset acquisitions by foreign buyers or joint 
venture investments with foreign participants. Notable recent announcements of cross- 
border partnerships are AES Corporation selling a 15% stake to  China Investment 
Corporation and Duke Energy signing agreements with several Chinese companies to  
develop a variety of renewable and clean energy technologies. 

201 0 Outlook - Stable 
Longer-Term Outlook - Stable to Negative 

Fitch’s near-term outlook for the uti l i ty sector i s  stable, despite some challenges. The 
combination of high capital expenditures and relatively weak electricity demand wi l l  
continue to  pressure credit quality and require base rate increases in 2010 and beyond. 
Favorably, most regulated utilities are entering 2010 on sound financial footing. 
Moreover, overall rate pressures are mitigated by low fuel prices, strong capital market 
access, and low interest rates. Fitch’s stable outlook assumes most states wi l l  continue 
the constructive regulation of recent years. However, given the lingering rate of 
unemployment and voter concerns about the economy, there could well be pockets of 
adverse rate decisions, and those companies with l i t t le financial cushion could suffer 
adverse effects. 

RfgLalatiQn 
Decisions by state regulators wi l l  continue to  be a key driver of individual company 
credit ratings in 2010. In general, state regulation is  likely to  continue to  be even- 
handed; however, there could be isolated cases of adverse regulatory or politically 
motivated decisions on uti l i ty rates i n  an election year, which i s  considered to  be event 
risk rather than a sector trend. Positively, low fuel costs should largely offset the 
impact of rising base rates in 2010. However, even with modest electricity demand 
growth next year, total customer demand i s  expected to  remain below 2007 levels, and 
under-earning seems likely, even in the case of some companies that have base rate 
cases decided in  2009 and 2010. Some of the rate requests filed in late 2008 or early 
2009 and s t i l l  pending were made prior to  the recognition of the fu l l  impact of 
recessionary load loss on demand; consequently, utilities are already playing catch up 
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by seeking ways to  cut operating costs and/or defer capex. 

Numerous electric utilities have filed for base rate increases to  recover costs of 
investments in system growth and reliability, as well as to adjust the allocation of 
operating and maintenance costs and capital recovery to  lower demand levels. In 
addition, a number of multi-year rate settlement periods wi l l  end, enabling these 
utilities to deal with the rising costs and loss of load. Numerous state commissions are 
expected t o  reach decisions on new base rates in 2010. (See the “Electric Rate Case 
Pending 2010 Decision” table below.) 

Electric Rate Cases Pending 201 0 Decision 

Arizona Public Service Company 
Atlantic City Electric Company 
Black Hills Power, Inc. 
Central Hudson Gas & Electric Corp. 
Connecticut Light and Power Co. 
Consolidated Edison Co. of New Yorka 
Delmarva Power Et Light Co. 
Duke Energy North Carolina 
Empire District Electric Company (MO and AK) 
Florida Power and Light Co. 
Florida Power Corp. 
Georgia Power Company 
Illinois Power Company 

’A settlement proposal i s  pending. 
Source: C Three Regulatory Database, Fitch Ratings. 

Indiana Michigan Power Company 
Monongahela Power Company 
New York State Electric & Gas Corp. 
Northwestern Corporation 
PacifiCorp 
Potomac Edison 
Potomac Electric Power Company 
Public Service Co. of New Hampshire 
Public Service Electric and Gas Co. 
Rochester Gas and Electric Corp. 
Southwestern Electric Power Company (AK and TX) 
Union Electric Co. 
Western Massachusetts Electric Co. 

An emerging regulatory trend for integrated electric utilities i s  the initiation of 
electricity revenue decoupling in response t o  the recent softness of demand and state 
policies that include ambitious energy.efficiency targets. Tariff mechanisms that 
mitigate the effect of variances in sales are common among gas utilities, which have 
experienced declining demand for many years and whose sales have an extreme 
weather sensitivity; in gas distributors, this may take the form of minimum bills that 
recover a large part of fixed costs, fixed/variable tariff components, or explicit 
weather normalization or volume decoupling mechanisms. While such tariffs have not 
been common for residential consumers of electric utilities, Fitch sees states beginning 
t o  implement some mechanisms of this sort on the electric side, atthough in a few cases 
at  a pilot scale. States that allow or initiated electric decoupling programs include: 
California; Ohio (Ohio utilities can request decoupling under existing rilles), Vermont, 
New York (Consolidated Edison of NY, Orange Et Rockland Utilities, Central Hudson Gas 
and Electric ), Maryland (Baltimore Gas 8 Electric); and pilot scale programs in 
Wisconsin and Idaho. In Fitch’s view, volume decoupling reduces cash flow volatility 
and lowers business risk, and wi l l  be particularly meaningful in states that have set 
aggressive energy reduction goals. 

For electric TEtD utilities in states that restructured their electricity markets, staggered 
power auctions or other competitive power procurement processes are becoming more 
customary and standard. Staggered contracts for up to  three years create realized 
prices that are a blend of past and future prices, which moderates single-year 
commodity price volatility for customers. Most states that deregulated generation 
supply have already completed or are nearing completion of fu l l  transition to  market- 
based generation rates. Solicitations for energy, capacity, and/or other services in the 
next six months are expected t o  include Duquesne, Metropolitan Edison/Penelec, Penn 
Power, PPL Electric Delivery, Philadelphia Electric Co., Illinois Power Agency, West 
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Penn Power, and the New Jersey Basic Generation Service auctions for the state’s 
electricity utilities. While in prior years’ outlooks, Fitch noted significant uncertainty 
regarding the ability of electric T&D utilities to obtain ful l  and timely pass-through of 
generation costs in tariffs, this risk has subsided as auctions that place the price risk with 
consumers have become routine; the significant decline in wholesale market power prices 
has also helped to make the transition less controversial than in prior years. 

While many utilities responded to the economic downturn and court decisions that set aside 
the CAlR and CAMR by reducing or deferring capital spending budgets for 2009 and 2010, 
capital spending remains high relative to historical trends. In many cases, uti l i ty 
managements responded to weak demand by adjusting budgeted expenditures to 
accommodate lower demand curves and deferring, but not cancelling, new generation 
projects; however, projects to enhance distribution reliability generally were not delayed. 
Despite these deferrals, Fitch forecasts spending wil l  continue to run at more than double 
depreciation on average. To fund the system investments, internal cash flow wil l  need to 
be supplemented with external capital, and management wil l  face choices of increasing 
leverage or shoring up the capital structure with new equity issuance. 

Drivers of 2010 capital spending levels for electric utilities include: increasing 
environmental compliance mandates; new transmission lines needed to  serve 
intermittent renewable power sources located far from load, reduce basis differentials 
within regional transmission organizations (RTO), or improve system reliability; 
advanced metering; and self-building for renewables mandates. Fitch notes that for 
integrated utilities with responsibility for generation as well  as power distribution, 2009 
capital spending averaged approximately 2 . 7 ~  depreciation of existing assets, while for 
restructured electric T&D utilities, capex averaged a more manageable 1 . 5 ~  
depreciation charges (see the “Capital Spending Relative to  Depreciation Charges” 
table on page 6). Fitch notes that utilities have good track records for full and timely 
recovery of environmental spending and that recovery of the transmission investments 
i s  often supported by RTO orders to  build and constructive Federal Energy Regulatory 
Commission (FERC) tariffs, which are both significant spending categories far 201 0. 

Fitch believes capital investments wi l l  remain elevated for several years. Global 
climate change and GHG legislation is  going to present enormous challenges to  the 
industry over the intermediate to  longer term, as utilities consider their options to  
comply with anticipated reductions in emissions, such as carbon capture and 
sequestration, integrated gasification combined-cycle power generation (IGCC), up- 
rates of existing nuclear plants or new-build nuclear, or renewable energy resources (27 
states, and counting, have enacted RPS standards). While the low gas price 
environment makes power generation with natural gas an easy choice for near-term 
capacity needs and to  back up intermittent wind or solar power, ut i l i ty managements 
and state regulators are leery of renewed gas price volatility if eventually the 
oversupply of natural gas should self-correct. Moreover, gas i s  not a carbon-free choice, 
and longer term carbon goals under a national energy bi l l  would not be met if load 
growth i s  mainly met through gas-fired capacity additions. Uncertainty about what t o  
build and when i s  exacerbated by unknown impacts of energy efficiency and electric 
car efforts, and when pressures on customer bills from carbon allowances wil l  ramp up 
t o  a meaningful level. The rating impact of these longer-term developments wil l  be 
case by case, based on legislative and regulatory integrated resource plans and cost 
recovery decisions. For example, Ohio passed a law requiring future costs of carbon 
laws t o  be passed through to  customers in the fuel adjustment mechanism, an 
encouraging sign for the credit of integrated electric utilities in the state. 
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201 0 Outlook - Stable 
Longer-Term Outlook - Stable 

Fitch’s 2010 outlook for local gas distribution companies (LDCs) remains stable with 
expectations for continued operating, regulatory, and financial stability within the 
space in the long term. Natural gas prices have moderated as the quantity of gas in 
storage has h i t  historic highs heading into the 2009-2010 winter heating season. This 
wi l l  mean lower rates for consumers, alleviating some concern regarding rising bad debt 
expense given high unemployment and weakness in the economy. Additionally, state 
regulatory relations continue to  be constructive for gas LDCs; many LDCs continue to  
successfully pursue progressive rate design crafted t o  stabilize financial exposure t o  
changes in volumes sold. 

Overall, gas LDCs weathered last year’s capital market turmoil maintaining liquidity and 
access to  capital markets. Gas prices were well  off their mid-2008 highs by the start of 
the 2008-2009 heating season, and LDCs had delayed building inventory. Also, Fitch’s 
concerns about increased bad debt expense in  2009 did not meaningfully materialize. 
Sales growth for the sector slowed significantly as the recessionary economy and a 
weak housing market slowed customer growth across the board. Continued weakness in 
the housing sector wi l l  constrain demand throughout 2010. Sales volumes have also 
been affected by a significant decline in industrial demand, particularly in the U.S. 
Midwest. 

Fitch expects that moderate economic growth should help return industrial demand to  
more normalized Levels in the second half of  2010. As a result of slower growth and 
slackened demand, LDC capital expenditures are expected to  be focused on system 
maintenance rather than expansion and should remain fairly low (averaging 
approximately 1 . 5 ~  depreciation charges), so there i s  not a need for significant external 
funding. The relatively low capital spending, coupled with lower rates charged t o  
consumers via purchased gas cost adjustment mechanisms, wi l l  reduce the chance for 
any potential rate shock to  customers and l imit LDC exposure to  adverse regulatory 
developments. Additionally, competitive energy sources, including fuel a i l  and propane, 
are correlated t o  crude oi l  prices and thus remain priced well  above natural gas, 
limiting the potential for fuel-switching during 2010. 

Conservation and the impact of weather on usage remain industry-wide concerns for 
natural gas LDCs, many of which have pursued rate designs in their regulatory jurisdictions 
intended to  help address usage volatility. Currently, 18 states have approved the 
implementation of revenue decoupling, which helps prevent margin erosion stemming from 
declines in customer usage due to  conservation or energy-efficiency increases. Additionally, 
more than half of IJ.S. states have some form of either full decoupling or weather 
normalization, which helps stabilize revenues from the effects of weather. These rate 
designs help insulate the utility’s cash flow from changes in volume of sales, providing 
earnings and cash flow consistency and stability. Fitch continues to  view the 
implementation of rate mechanisms that reduce cash flow volatility favorably; more 
predictable cash flow translates to lower business risk for LDCs. 

201 0 Outlook - Negative 
Longer-Term Outlook - Stable 

Fitch’s 201 0 outlook for competitive generation companies i s  negative, as continued 
demand and price weakness wi l l  weigh on cash flow and credit metrics. Fitch typically 
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views the competitive generators i n  two distinct subgroups: affiliated generators, which 
are subsidiaries of large uti l i ty holding companies or financial institutions and typically 
have investment-grade IDRs; and independent generators, which are standalone 
companies that typically have speculative-grade IDRs. Fitch’s 2010 outlook i s  negative 
for both subgroups. Fitch expects that continued power price weakness, slack demand, 
and uncertainty surrounding carbon legislation wi l l  all weigh on the credit outlook for 
the competitive generating space throughout 2010. Fitch believes that earnings and 
cash flow, while likely improved over 2009 results, wi l l  continue to  be muted, barring 
any significant recovery in commodity prices or industrial demand. 

Last year proved t o  be a challenging environment for competitive generatars across the 
spectrum. Lower demand and wholesale power prices pressured earnings and cash flow, 
particularly for some of the more highly levered independent generators, who in some 
cases were forced to  sell assets, pay down some debt, and amend credit facility 
covenants. Dynegy Inc., for example, amended the covenants under it secured credit 
agreement and announced an agreement with LS Power t o  sell assets in exchange for 
cash and LS Power’s class B units in Dynegy. These moves precipitated a negative rating 
action by Fitch in August when the transaction was announced. Negative rating and 
Outlook actions, in fact, were prevalent for many of the independent generators and 
affiliated generators under Fitch coverage, with a downgrade to  Dynegy Inc. (DYN; IDR: 
‘6-’/Negative Outlook) and Outlook changes t o  Ameren Energy Generating Co. (IDR: 
‘BBB+’/Negative Outlook), Brookfield Renewable Power (BRPI; IDR ‘BBB-’/Negative 
Outlook), Edison Mission Energy (EME; IDR: ‘BB-’/Rating Watch Negative), Midwest 
Generation (IDR: ‘BB’/Rating Watch Negative), RRI Energy (RRI; IDR ‘B’/Negative 
Outlook) and Texas Competitive Electric Holdings (TCEH; IDR: ‘B’/Negative Outlook). 

Despite the discouraging fundamentals for this business segment, Fitch believes that 
the competitive generators have taken steps that wi l l  tend to  mitigate further 
downside should wholesale power prices continue to  languish through the year. The 
independent generators, in particular, have focused on cutting aperating costs and 
hedging or contracting significant amounts of their expected generation for 2010 and 
2011, actions that some of the companies had not previously taken in a more robust 
wholesale power pricing environment. Liquidity across the space remains adequate with 
most companies possessing sizable cash balances and revolver availability. Fitch also 
notes that despite declines in value from the peak in early 2009, enterprise valuations 
for most power generators are strong relative to outstanding indebtedness, which 
would lead to  strong recoveries for secured debt for al l  but the most highly leveraged 
competitive generator issuers in a case of  default. 

Capital spending wi l l  remain muted as generators continue to  take a conservative 
approach to  growth spending, and environmental spending is  delayed given the 
uncertainty surrounding carbon Legislation and absent new mercury and sulfur dioxide 
rules. Notable exceptions include NRG, which continues to  pursue i t s  Repowering NRG 
capex program and has recently been an active investor in renewable resources; TCEH, 
which i s  in the process of completing the third of three large baseload power plants; 
and Exelon Generation Go., which i s  pursuing a large-scale nuclear up-rate program. 
Additionally, Fitch sees the potential for opportunistic asset sales and acquisitions, as 
more highly leveraged generators look to  shore up balance sheets or more stable names 
look t o  grow and diversify their portfolios. With equity prices not reflecting the value of 
underlying assets, Fitch continues to  believe there i s  a compelling argument for 
consolidation and acquisition within the space. 

Longer term, looming carbon legislation remains a key operating and credit issue for 
the competitive generating space. The financial impact could be signifisant depending 
on the individual company’s generation portfolio, as well as the specific form and cost 

n6 U.S. Utilities, Power, and Gas 2010 Outlook December 4, 2009 



KPSC Case No 2009-00459 
Staff 2nd Set of Data Requests 
Oder dated February 12,2010 

KNOW YOUR RISK 4-J 

assigned to  emissions under proposed legislation and the direction of commodity prices. 
While the impacts of carbon legislation wi l l  vary for individual companies and in 
different power regions, it is  reasonable t o  assume that less-efficient coal-fired 
generation wi l l  begin t o  be displaced first by gas-fired generation and, in the longer 
term by renewable projects, new nuclear, and potentially by carbon capture and 
sequestration clean coal technology (should that technology prove to  be economically 
viable). Emission-free competitive generators with low variable-costs wi l l  be the 
biggest beneficiaries of carbon legislation. More-efficient natural gas-fired competitive 
generators are likely to  see their generation dispatched more frequently as well. 

Longer-term concerns include debt, credit facility, and term loan B maturities in the 
2013-2016 timeframe; the rol l  off of current hedges; and the ability of competitive 
generators to  recontract expected generation at levels that would support ratings. Debt 
maturities in 2010 are manageable, as most issuers do not face any significant 
refinancing. Additionally, with capital markets returning to  a more normal pattern, 
access to  capital should be open. However, particularly for the speculative-grade 
independent generators, capital wi l l  likely be significantly more expensive than prior to  
the financial crisis, reflecting changes in the bank market conditions, higher financing 
costs and weak equity valuations. 

201 0 Outlook - Stable 
Longer-Term Outlook - Stable to  Negative 

Fitch’s Public Power an Electric Cooperative 2 10 Outlook I- Stable 
Fitch’s 2010 outlook for the public power and electric cooperative sectors continues to 
be stable despite the pressures that carrespond with the national economic recession. 
After a rocky first half of  2009, capital market access has stabilized. However, there 
appears t o  be a lagging ripple-effect from the economic downturn that i s  working i t s  
way through local governments and creating downward rate pressure on public power 
ut i l i ty systems that wi l l  persist well into 2010. Other credit pressures on the sector 
include: declining energy consumption related t a  the economic downturn, the need for 
rate increases in a diff icult economic climate, limited/costly access t o  external 
liquidity, and state specific mandates - with the potential for federal mandates in 
2010-201 1 - regarding renewable energy sources and GHG emissions. 

These pressures coincide with declines in natural gas and purchased power prices that 
have reduced the expenditure levels and provided some relief t o  many retail utilities. 
However, a softening of power market prices has resulted in lower-than-budgeted 
revenues from surplus power sales for several utilities. Growth levels have favorably 
slowed to more manageable levels in certain regions, providing an opportunity to  adjust 
and re-evaluate system capital needs. While these current trends have not resulted in 
significant changes to  the credit quality of the overall public power and electric 
cooperative sectors, Fitch intends t o  monitor variations specific” t o  regions. Fitch notes 
that events in the next five to  10 years primarily related t o  expected environmental 
legislation could increase the cost structures of many electric utilities and potentially 
place pressure on credit ratings. Decisions regarding timely rate recovery of increased 
costs and the subsequent change in a utility’s competitive position within i t s  regional 
market wi l l  be key credit drivers. Fitch believes that the public power business model 
wi l l  continue t o  allow these utilities to  perform well in 2010 and provide investors with 
a generally stable credit sector. Fitch’s outlook for the sectors over the long term 
remains stable yet recognizes that increasing negative pressures are affecting the 
industry, primarily due to  environmental mandates related to  increased renewable 
energy resource requirements and GHG emissions restrictions. The possibility of carbon 
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legislation being enacted looms over the public power industry and the specter of the 
proposed legislation i s  already impacting decisions on whether to  build additional fossil- 
fuel baseload generation. 

Short-Term Public 
While there have be nward trends in financial metrics such as debt 
service coverage, cash-on-hand, and operating margins for both wholesale and retail 
public power systems, overall the sectors continue to  benefit from solid credit 
fundamentals, including: essentiality of electric service, local control over rate-setting 
without state commission oversight, a cost advantage compared t o  neighboring 
investor-owned utilities, and benefits associated with a predominantly residential and 
commercial customer bases. Fitch expects that the average ratings for wholesale and 
retail uti l i ty systems, including electric cooperatives, wi l l  continue to  be ‘A’ and ‘A+’, 
respectively. Fitch has noted in certain regions an increase in efforts by local 
governments to  slow electric rate increases and boost transfers from the uti l i ty system 
t o  replace lower tax revenues and t o  fund the growing local government pension 
obligations. If unchecked, this trend could result in public power utilities with reduced 
liquidity and credit protection. 

While varying in degree from region to  region, overall the economic downturn and 
financial market disruptions have not yet resulted in material credit pressure on public 
power utilities. Public power and electric cooperatives have continued t o  have access 
t o  the capital markets, although borrowing costs have been higher than budgeted. 
Construction costs have declined and, in some cases, capital spending has been delayed. 
Generation investment i s  continuing, albeit at a slower pace, both through direct 
ownership and long-term bilateral contracts. Supply-related investments have been 
designed not only to  meet load growth but increasingly t o  comply with local and state 
renewable resource requirements. Many utilities continue t o  realign their debt 
structure by reducing outstanding variable-rate exposure, given the disruptions in that 
market and the contraction/costliness in available liquidity facilities. 

The economic contraction in many markets resulted in slower growth levels and 
consumption declines. Collection delinquencies and turn-off actions have increased only 
slightly despite the negative economic conditions, rising unemployment levels, and 
home foreclosures. Public power and electric cooperative utilities that are commodity 
purchasers have benefited from the recent decline in natural gas and wholesale power 
prices. However, several utilities that typically sell excess power into these markets 
have experienced lower-than-budgeted revenues from surplus sales, but many have 
maintained their financial margins through the use of conservative forecasting and 
budgeting practices, given the volati l i ty of these revenue sources. 

Long-Term Public 
Fitch’s long-term outlook for the sectors is stable but recognizes increasing negative 
credit pressures. Approval of national environmental mandates i s  s t i l l  pending; however 
many utilities already face pressure from state or locally established renewable 
portfolio standards and must assess how to meet long-term load growth within an 
evolving environmental and generally more restrictive and costly regulatory framework. 
The growing pressure t o  enact carbon emissions restrictions t o  combat global climate 
change is  expected t o  result i n  the enactment of national carbon legislation in the near 
future, but the structure, timing, and implementation schedule is s t i l l  uncertain. 
Utilities, however, are already making decisions based on the anticipated legislation. 
Several large, baseload coal-fired power plants have been cancelled, and some of this 
planned future capacity is being replaced by natural gas and renewable generation. To 
the extent public power utilities rely mainly on natural gas-fired resources going 
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forward, Fitch believes there could be a renewed risk of over. reliance on natural gas 
and the associated volatile fuel price exposure. 

While Fitch believes that the public power and electric cooperative business models 
wi l l  continue to  allow these utilities t o  perform well and prove t o  be stable credit 
sectors, increasingly negative market and industry factors could adversely impact some 
regions more than others. The utilities with greater credit exposure are those that have 
large capital improvement needs, relatively high leverage, below-average financial and 
rate flexibility, and a heavy reliance on fossil fuel generation. Conversely, systems that 
show stable to  improving financial metrics, have limited new capital needs, and have a 
greener generation portfolio are expected to  maintain Stable Outlooks and in some 
cases realize improved credit profiles. 

e 
Companies in the PipelinelMidstream segment in 2009 faced the following pressing 
concerns: adequacy of liquidity, access to capital markets, the oncoming recession and 
i t s  effects on demand for energy products, ability t o  defer capital spending, and 
commodity price trends. In response t o  these diff icult operating conditions, companies 
overwhelming “played defense” and adopted cautious financial practices. In the face of 
a weakening economy and constrained capital markets, companies issued high-cost 
debt and equity t o  shore up their liquidity positions. Discretionary spending was cut t o  
sustainable levels. Many MLPs adopted more conservative distribution practices to  
increase cash retention. 

Entering 2010, business fundamentals are better than they were six or 12 months ago, 
but many challenges remain. Growth has slowed. Several large pipeline projects, 
burdened by increased construction and capital costs, wi l l  generate lower-than- 
expected, single-digit returns. The economy remains fragile. Given this backdrop, Fitch 
expects companies to  stay the course by avoiding excess leverage and maintaining 
disciplined operating and growth strategies. 

Natural Gas Pipelines 
2010 Outlook - Stable 
Longer-Term Outlook- Stable 
Fitch foresees stable short-term and longer-term outlooks for interstate and intrastate 
natural gas pipelines. However, credit measures for companies funding large expansion 
projects wi l l  likely remain under pressure through 201 0. 

During 2008, completions of new natural gas pipelines and expansions of existing pipelines 
in the U.S represented the greatest amount of pipeline construction in more than I 0  years. 
The added capacity for each of the top 15 projects exceeded 1 billion cubic feet per day 
(Bcf/d). The U.S. Energy Information Administration (EIA) reports that the number of 
proposed projects suggests construction activity wil l remain strong through 201 1, with 2009 
potentially showing the second-highest level of capacity additions in the decade. More than 
10,200 miles of potential new gas pipelines are scheduled to  be added in 2009-201 1, but a 
portion of these projects wil l  likely be delayed or canceled. 

Even with cuts in discretionary spending by sponsor companies, weak commodity prices, 
and a slowly recovering economy, there i s  s t i l l  a demand for new pipeline infrastructure to  
access unconventional resources, particularly natural gas from shale formations. 
Additionally, the costs of steel pipe, equipment, labor, and financing have declined from 
2008-2009 highs, which wil l  help companies attain adequate returns on their investments. 
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New North American Pipeline Capacity 

Proposed for 2010 
Added Estimated 

(MMcfld) (S Mil.) 

Midwest 0 0 
Northeast 2,491 1,276 
Southeast 9,911 2,006 
Southwest 6,283 577 
Western 345 107 
Mexico/Canada 1,920 N.A. 
Total 24,605 5,786 

N.A. - Not available. 
Source: Energy Information Administration. 

Capacity cost 

Central 3,655 1,820 
Miles - 

871 
0 

249 
601 
293 
27 
29 

2,070 

Added 
Capacity 
(MMcfld) 

2,067 

9,364 
13,915 
5,276 

37,448 

I ,  528 

4,318 

980 

Proposed for 201 1 
Estimated 

cost 
($ Mil.) 

491 
1,416 
2,465 
3,748 
2,162 
5,377 

49 
15,707 

Miles 
290 
254 
599 

1,oflfl 
688 

- 

1,686 
41 

4,528 

Products Pipelines 
2010 Outlook- Stable 
Longer Term - Stable 

The pace of the economic recovery wi l l  affect demand for oi l  products and 
transportation volume, affecting crude oil and refined products pipelines. However, 
following reduced throughput in 2009, Fitch expects product demand t o  stabilize. 

lVlidstrearn Services 
201 0 Outlook - Stable 
Longer Term - Stable 

For natural gas gatherers, both the short-term and long-term outlooks are stable, while for 
gas processors the short-term outlook i s  negative. After several years of high processing 
margins, in late 2008 natural gas liquids (NGL) unit margins dropped. While margins have 
recovered back to more historical norms, future commodity margins are uncertain. 
Financial performance for some companies wil l also be affected by hedging practices and 
their economic sensitivity to natural gas prices. Fitch expects natural gas to  trade in a 
relatively low price range, which i s  unfavorable to most processors. Moreover, in some 
production basins, price-induced drilling reductions are expected to lower gathering 
volumes until demand recovers, an adverse trend for both processors and gatherers. 

Retail Propane 
201 0 Outlook - Negative 
Longer-Term Outlook- Negative 

Fitch maintains a modestly negative short- and long-term outlook for the retail propane 
sector. Given propane’s strong correlation t o  crude oi l  prices, Fitch remains concerned 
that retail propane prices could spike, particularly with a weak dollar, and margins 
could contract from current levels. Additionally, continued weakness in housing starts 
and a warmer winter could weigh on volumes sold. I f  sales volumes show a greater post- 
recession recovery and product margins hold up, the credit outlook would move toward 
stab le. 

For more information on the credit outlook for these businesses, please refer to  
Fitch’s report, “PipelinelMidstreamIMLP 2010 Outlook, If published on Dec. 3, 2009. 
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Utility Parent Companies 

Company Name IDR Rating Outlook Senior Unsecured Rating 
Above Segment Median Rating 
WGL Holdings, Inc. 
FPL Group, Inc. 
NICOR Inc. 
OGE Energy Corp. 
Sempra Energy 
Southern Company 
AGL Resources, Inc. 
DPL Inc. 
KeySpan Corporation 
Laclede Group, Inc.(The) 
MDU Resources Group, Inc. 
National Fuel Gas Company 
NSTAR 
Wisconsin Energy Corporation 
Ameren Corporation 
Consolidated Edison, Inc. 
Dominion Resources, lnc. 
Energy East Corporation 
Exelon Corporation 
MidAmerican Energy Holdings Co. 
Public Service Enterprise Group Inc 
SCANA Corporation 
Xcel Energy Inc. 

At Segment Median Rating 
American Electric Power Company 
Black Hills Corp. 
DTE Energy Company 
FirstEnergy Corp. 
IDACORP, Inc. 
Northeast Utilities 
PEPCO Holdings 
PPL Corporation 
Progress Energy, Inc 

Below Segment Median Rating 
Allegheny Energy, Inc. 
Avista Corporation 
Centerpoint Energy Inc. 
CILCORP, Inc. 
Constellation Energy Group, Inc. 
Edison International 
IPALCO Enterprises, Inc. 
NiSource Inc. 
Otter Tail Corporation 
Pinnacle West Capital Corporation 
TECO Energy, lnc. 
CMS Energy Corporation 
PSEG Energy Holdings, Inc. 
PNM Resources 
NV Energy Inc. 
Energy Future Holdings Corp. 
Energy Future Intermediate Holding Company LLC 

NR - Not rated. Note: Bold indicates senior secured. 
Source: Fitch. 
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Investor-Owned Electric Utilities 

__ 

Integrated Electric Utilities 

Company Name 
Above Segment Median Rating 
Mississippi Power Company 
Oklahoma Gas and Electric Company 
Alabama Power Company 
Dayton Power & Light Company 
Florida Power and Light 
Georgia Power Company 
Wisconsin Electric Power Company 
Carolina Power & Light Co. 
Florida Power Corp. 
Gulf Power Company 
MidAmerican Energy Company 
Northern States Power Company (MN) 
Northern States Power Company (Wl) 
Pacific Gas and Electric Company 
Southern California Edison Company 
AEP Texas North Company 
Columbus Southern Power Company 
Public Service Company of Colorado 
South Carolina Electric & Gas Co. 
Union Electric Co. 
Virginia Electric and Power 

At Segment Median Rating 
AEP Texas Central Company 
Black Hills Power, inc. 
Central Illinois Light Company 
Detroit Edison Company (DECo) 
Idaho Power Company 
Ohio Power Company 
Otter Tail Power 
PacifiCorp 
Public Service Company of New Hampshire 
Public Service Company of Oklahoma 
Southwestern Electric Power Company 
Southwestern Public Service Company 
Tampa Electric Company 

Below Segment Median Rating 
Appalachian Power Company 
Arizona Public Service Company 
Consumers Energy Company 
Empire District Electric Company 
Indiana Michigan Power Company 
Indianapolis Power & Light Company 
Kansas Gas and Electric Company 
Kentucky Power Company 
Monongahela Power Company 
Northern Indiana Public Service Co. 
Northwestern Corporation 
Westar Energy, Inc. 
Nevada Power Company d/b/a NV Energy 
Public Service Company of New Mexico 
Sierra Pacific Power Company d/b/a NV Energy 
Tucson Electric Power Company 

IDR 

A+ 
A+ 
A 
A 
A 
A 
A 
A- 
A- 
A- 
A- 
A- 
A- 
A- 
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BBB- 
BB 
BB 
BB 
BB 

Note: Bold indicates senior secured. Continued on next page. 
Source: Fitch. 
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Investor-Owned Electric Utilities (Continued) 
Electric Distribution Companies 

Company Name IDR Rating Outlook Senior Unsecured Rating 
Above Segment Median Rating 
NSTAR Electric Co. 
San Diego Gas & Electric Company 
American Transmission Company 
Central Hudson Gas i3 Electric Corp 
Orange and Rockland Utilities, Inc. 
Rockland Electric Co. 
Consolidated Edison Co. of New York 
Delmarva Power & Light 
PECO Energy Company 
Potomac Electric Power Company 
Public Service Electric and Gas Co. 

A t  Segment Median Rating 
Atlantic City Electric 
Baltimore Gas and Electric Company 
Centerpoint Energy Houston Electric, LLC 
Connecticut Light and Power Co. 
Jersey Central Power & Light Co. 
New York State Electric & Gas Corp 
PPL Electric Utiiities Corporation 
Western Massachusetts Electric Co. 

Below Segment Median Rating 
Central Illinois Public Service Co. 
Illinois Power Company 
Metropolitan Edison Company 
Ohio Edison Company 
Oncor Electric Delivery Company 
Pennsylvania Electric Company 
Pennsylvania Power Company 
Potomac Edison Company (The) 
Rochester Gas and Electric Corp 
West Penn Power Company 
Cleveland Electric Illuminating Co. 
Commonwealth Edison Company 
Texas New Mexico Power Company 
Toledo Edison Company 

NR - Not rated. Note: Bold indicates senior secured 
Source: Fitch. 
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Competitive Generation Companies 

Company Name 
Above Segment Median Rating 
AmerenEnergy Generating Company 
Exelon Generation Company, LLC 
PSEG Power, LLC 
Southern Power Company 
FirstEnergy Solutions Corp. (FES) 
PPL Energy Supply 
Allegheny Energy Supply Company 
Allegheny Generating Company 
Brookfield Renewable Power, Inc. 
Midwest Generation, LLC 

IDR 

BBB+ 
BBB+ 
BBB+ 
BBB+ 
BBB 
BBB 
BBB- 
BBB- 
BBB- 
BB 

Rating Outlook 

Negative 
Stable 
Stable 
Stable 
Stable 
Stable 
Stable 
Stable 
Negative 
RWN 

Senior Unsecured Rating 

BBB+ 
BBB+ 
BBB+ 
BBB+ 
BBB 
BBB+ 
B B E  

BBB 
BBB- 

BBB- 

A t  Segment Median Rating 
Edison Mission Energy BB- RWN B E  
Mission Energy Holding Co. BB- Stable BB- 

Below Segment Median Rating 
AES Corporation 
Mirant Americas Generation, LLC 
Mirant Corporation 
Mirant Mid-Atlantic, LLC 
Mirant North America, LLC 
NRG Energy, Inc. 
Reliant Energy Inc 
Texas competitive Electric Holdings 
Dynegy Holdings, Inc. 
Dynegy, Inc. 

B+ 
B+ 
B+ 
B+ 
B+ 
B 
B 
B 
B- 
B- 

Stable 
Stable 
Stable 
Stable 
Stable 
RWE 
Negative 
Negative 
Negative 
Negative 

NR - Not rated. RWN - Rating Watch Negative. RWE - Rating Watch Evolving. Note: 
Source: Fitch. 

BB 
B 
NR 
BB+ 
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B+ 
B+ 
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B 
NR 

Bold indicates senior secured. 
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Pipeline and Midstream Companies 

Company Name IDR Rating Outlook Senior Unsecured Rating 
Above Seement Median Rating 
Northern Natural Gas Co. 
Centennial Energy Holdings, Inc. 
LOOP LLC 
EQT Corporation 
Texas Eastern Transmission, LP 
Texas Gas Transmission, LLC 
Boardwalk Pipelines, LLC 
Centerpoint Energy Resources Corp. 
DCP Midstream LLC 
Enogex Inc. 
Kinder Morgan Energy Partners, L.P. 
Northwest Pipeline Corporation 
Rockies Express Pipeline LLC 
Transcontinental Gas Pipe Line Corp 

A t  Segment Median Rating 
Colorado Interstate Gas Co. 
E l  Paso Natural Gas Co. 
Energy Transfer Partners, L.P. 
Enterprise Products Operating, LLC. 
NGPL PipeCo LLC 
NPOP (Kaneb Pipe Line Operating Partnership, L.P.) 
NuStar Logistics, L.P. 
Panhandle Eastern Pipeline Co. 
Southern Natural Gas Co. 
Southern Union Company 
Tennessee Gas Pipeline Co. 
TEPPCO Partners L.P. 
Williams Companies, Inc. 

Below Segment Median Rating 
AmeriGas Partners, L.P. 
El  Paso Corp. 
E l  Paso Exploration & Production Co. 
Kinder Morgan Inc. 
Williams Partners, LP 
Energy Transfer Equity, L.P. 
Enterprise GP Holdings L.P. 
Star Gas Partners L.P. 
Note: Bold indicates senior secured. 
Source: Fitch. 
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Natural Gas Distribution Companies 

Company Name IDR Rating Outlook Senior Unsecured Rating 
Above Segment Median Rating 
Southern California Gas Company 
Washington Gas Light Company 
Brooklyn Union Gas Co. 
Nicor Gas Company 
Wisconsin Gas Company, LLC 

A t  Segment Median Rating 
Atlanta Gas Light Lo. 
Cascade Natural Gas Corporation 
KeySpan Gas East Corporation 
Laclede Gas Company 
NSTAR Gas 
UGI Utilities, lnc. 

Below Segment Median Rating 
Berkshire Gas Company 
Central Maine Power Company 
Connecticut Natural Gas 
Public Service Company of North Carolina 
Atmos Energy Corporation 
Southern Connecticut Gas 
Southwest Gas Corporation 
Michigan Consolidated Gas Company 
Mountaineer Gas Company 

Note: Bold indicates senior secured. 
Source: Fitch. 

A+ 
A+ 
A 
A 
A 

A- 
A- 
A- 
A- 
A- 
A- 

BBB+ 
BBB+ 
BBB+ 
BBB+ 
BBB 
BBB 
BBB 
BBB- 
BB- 

Stable 
Stable 
Stable 
Stable 
Stable 

Stabte 
Negative 
Stable 
Stable 
Stable 
Stable 

Stable 
Stable 
Stable 
Stable 
Stabk 
Negative 
Stable 
Stable 
Stable 

AA- 
AA- 
A+ 
A+ 
A+ 

A 
A 
A 
A+ 
A 
A 

A- 
A- 
A- 
A- 
BBB+ 
A- 
BBB 
BBB+ 
BB 

U.S. Utilities, Power, and Gas 2010 Outlook December 4, 2009 



KPSC Case No. 2009-00459 
Staff 2nd Set of Data Requests 
Oder dated Februarv 12.2010 

s 
KNOW YOUR RISK h/ 

Public Power Companies - Retail Segment 

Company Name Rating Outlook Senior Unsecured Rating 
Above Median (A+) 
Chelan Countv Public l l t i l i tv District No. 1 (Wash.) 
San Antonio (texas) (CPS Energy) 
Chattanooga -Electric Power Board (Tenn.) 
Colorado Springs Utilities 
Grant County Public Utility District No. 2 (Wash.)- Electric System 
Lincoln (Neb.) - Electric System 
Memphis (Tenn.)- Memphis Light, Gas & Water 
Nashville (Tenn.) - Electric System 
Omaha Public Power District (Neb.) 
Orlando Utilities Commission (Fla.) 
Springfield (Mo.) - City Utilities (Electric) 
St .  Cloud (Fla.)- Utility System 
Anaheim Public Utilities Department (Calif.) 
Austin Combined Utility System (Texas) 
Austin Energy (Texas) 
Concord (N.C.) Utilities System 
Hydro-Quebec 
JEA (Fla.) - Electric 
Los Angeles Department of Water and Power (Calif.) 
New Braunfels Utilities (Texas) 
Pasadena (Calif.) - Water and Power Department 
Richmond (Va.) 
Riverside Public Utilities (Calif.) 
Rochester Public Utilities (Minn.) 
Snohomish County Public l l t i l i ty District No. 1 (Wash.) 
Tallahassee (Fla.) - Energy System 

At Median (A+) 
Anchorage Municipal Light & Power (Alaska) 
Bryan, Texas Utilities 
California Department of Water Resources 
Dover (Del.) 
Eugene Water and Electric Board (Ore.) 
Farmington (N.M.) l l t i l i ty System 
Garland Power & Light (Texas) 
Glendale (Calif.)- Water and Power 
Georgetown (Texas) 
Greer (S.C.) - Commission of Public Works 
Imperial Irrigation District (Calif.) 
.lacksonville Beach (Fla.) - Combined Utility System 
Kansas City (Kan")- Board of Public Utilities 
Kerrville Public Utility Board (Texas) 
Lakeland Energy System (Fla.) 
Muscatine Power & Water (Iowa) 
Ocala (Fla.) 
Pedernales Electric Cooperative, Inc. (Texas) 
Redding (Calif.) 
Roseville Electric System (Calif.) 
Tacoma Power (Wash.) 
Turlock irrigation District (Calif.) 

Below Median (A+) 
Benton County Public Utility District No. 1 (Wash.) 
Brownsville Public Utility Board (Texas) 
Bryan, Rural Electric 
Floresville (Texas) - Electric Light and Power System 
Gallup (N.M~)- Utility System 
Granbury (TX) 
Grays Harbor County Public Utility District No. 1 (Wash.) 
Kissimmee Utility Authority (Fla.) 
Modesto Irrigation District (Calif.) 

RWN - Rating Watch Negative. Continued on next poge, 
Source: Fitch. 
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Public Power Companies - Retail Segment (Continued) 

Company Name 
Below Median (A+) (Continued) 
Overton Power District No. 5 (NV) 
Paducah (Kent.) 
Reedy Creek Improvement District (Fla.) 
Sacramento Municipal Utility District (Calif.) 
Silicon Valley Power (Calif.) 
Vero Beach (Fla.) 
Winter Park (Fla.) 
Alameda Power & Telecom (Calif.) 
Batavia (Ill.) - Electric Utility 
Boerne Utility System (Texas) 
Chugach Electric Association, Inc. (Alaska) 
Cowlitz CO Public Utility District 
Fort Pierce Utilities (Fla.) 
Klickitat County Public 1Jtility District No. 1 (WA) 
Long Island Power Authority (N.Y.) 
Los Alamos County (N.M.) - Utility System 
Lubbock Power Et Light (Texas) 
Pend Oreille County Public Utility District No. 1 (Wash.) 
Seguin (Texas) 
Leesburg (Fla.) - Electric System 
Lodi (Calif.) - Electric 1Jtility 
Puerto Rico Electric Power Authority 
Virgin Islands Water & Power Authority 
Vermont Electric Cooperative Inc. 
Guam Power Authority 

Source: Fitch. 

Rating Outlook 

Stable 
Stable 
Stable 
Stable 
Stable 
Stable 
Negative 
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Stable 
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Stable 
Stable 
Stable 
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Stable 
Negative 
Stable 
Positive 

Senior Llnsecured Rating 

A 
A 
A 
A 
A 
A 
A 
A- 
A- 
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A- 
A- 
A- 
A- 
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A- 
A- 
A- 
BBB+ 
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BB+ 
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Public Power Companies -Wholesale Segment 

Company Name Rating Outlook 

Above Median IA) 
Tennessee Valley kithority 
Associated Electric Cooperative Inc. (MO) 
Energy Northwest (Wash) - Bonneville Power Agency 
Grant County Public Utility District No. 2 (Wash.) -Hydro Projects 
New York Power Authority 
Platte River Power Authority (Colo.) 
South Carolina Public Service Authority (Santee Cooper) 
Basin Electric Power Cooperative 
Intermountain Power Agency (Utah) 
Western Minnesota Municipal Power Agency 
Arkansas Electric Cooperative Corp. 
Connecticut Municipal Electric Energy Cooperative 
Florida Municipal Power Authority- A l l  Requirements Project 
Florida Municipal Power Authority- Stanton I 
Florida Municipal Power Authority- Stanton II 
Florida Municipal Power Authority- Tri-City Project 
Illinois MtJniCipal Electric Agency 
Indiana Municipal Power Agency 
Lower Colorado River Authority (Texas) 
Municipal Electric Authority of Georgia (CC/CT Proj) 
Municipal Electric Authority of Georgia (General Res) 
Municipal Electric Authority of Georgia (Project One) 
Municipal Electric Authority of Georgia (Telecom) 
Nebraska Public Power District 
Walnut Energy Center Authority (Calif.) 
Wisconsin Public Power Inc. 
Buckeye Power, Inc (Ohio) 

At Median (A) 
American Municipal Power - Issuer Rating 
American Municipal Power-lnc. -Joint Venture No. 5 
American Municipal Power-lnc. - Prairie State Project 
Berkshire Wind Power Cooperative Corporation (MA) 
Brazos Electric Power Cooperative, Inc. (Texas) 
Florida Municipal Power Authority- St. Lucie Project 
Grand River Dam Authority (Okla.) 
Massachusetts Municipal Wholesale Elec Co. (Nuclear Mix No. t )  
Massachusetts Municipal Wholesale Elec Co. (Project 3) 
Massachusetts Municipal Wholesale Elec Co. (Project 4) 
Massachusetts Municipal Wholesale Elec Lo. (Project 5) 
Massachusetts Municipal Wholesale Elec Co. (Project 6) 
Massachusetts Municipal Wholesale Elec Co. (Stoney Brook Intermediate) 
Massachusetts Municipal Wholesale Elec Co. (Wyman) 
Missouri Joint Municipal Electric Utility Commission (latan 2 Project) 
M-S-R Public Power Agency (Calif.) 
Municipal Energy Agency of Nebraska 
North Carolina Municipal Power Agency No. I 
Northern California Power Authority - Geothermal Project 
Northern California Power Authority- Hydroelectric Project 
Oglethorpe Power Co. (Ga.) 
Oglethorpe Power Co. (Ga.) - Scherer Facilities 
Old Dominion Electric Cooperative (Va.) 
Texas Municipal Power Agency 
Tri-State Generation & Transmission Association, Inc. (Colo.) 

Below Median (A) 
American Municipal Power-lnc. -.Joint Venture No. 2 
Central Iowa Power Cooperative 
Delaware Municipal Electric Cooperative 
Energy Northwest (Wash.) - Wind Project 
Golden Spread Electric Cooperative, Inc. (Texas) 
Great River Energy (MN) 
Missouri Joint Municipal Electric Utility Commission (Plum Point Project) 
Missouri Joint Municipal Electric Utility Commission (Prairie State Project) 
Northern Illinois Municipal Power Agency 
PowerSouth Energy Cooperative, Inc. 
South Texas Electric Cooperative 
Continued on next pa2e. 
Source: Fitch. 
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Public Power Companies - Wholesale Segment (Continued) 

Company Name 

Wholesale Segment - Below Median (A) (Continued) 
Western Farmers Electric Cooperative (Okla.) 
Central Valley Financing Authority (Calif,) 
North Carolina Eastern Municipal Power Agency 
Piedmont Municipal Power Agency (S.C.) 
Sacramento Cogeneration Authority (Calif.) - P&G Project 
Sacramento Power Authority (Calif.) - Campbell Project 
Sacramento Municipal Utility District Financing Authority (Calif.) - 

Big Rivers Electric Corporation (Kent.) 
Sam Rayburn Municipal Power Agency (Texas) 
Source: Fitch. 

Cosumnes Project 

Rating Outlook 

Negative 
Stable 
Positive 
Stable 
Stable 
Stable 

Stable 
Stable 
Stable 

Senior Unsecured 
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.S. Electric 
N ea r-Te r 

I , The  outloolc for the U.S. investor-owned electiic utility sector is stable. This outlook 
I expresses Moody’s expectations for the fundamental credit conditions in the industiy 

I 
over the next 12 to 18 months. 

D The U.S. investor-owned electric utility sector is well positioned within investment- 
grade range, and its business fiindamentals should remain intact over the neai’ term. 

The  U.S. regulatoiy stiucture continues to benefit the sector with recoveiy assurances for 
operating costs and capital investmenrs-translating into roughly a thee-notch “lift” 
over non-utility, capital-intensive industrial issuers, solely from a financial metric 
perspective . 
While the financial profile remains relatively stable overall, expecrations for modest 
deterioration in key credit metrics will erode positioning for issuers within a given rating 
categoiy. 

Liquidity remains a high priority and will become even more critical as the year 
progresses, with sizeable credit-facility expirations scheduled for 201 1-20] 2. 

D 

>) 

n 

Key longer-term challenges include: 
Political risks from growing consumer intolerance for steadily increasing rates-a 
condition thar could be intensified by prolonged high uneniployinenr. 

Regulatory risks associated with the recoveiy of costs or investments, and from 
increasingly stringent environmental mandates, especially potential carbon dioxide 
emission restrictions. 

Technological risks from distributed generation, energy efficiency, renewable 
generation souices, sizeable new transmission capacity needs, or other technological 
developments that could weaken the traditional business model. 
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Overview 

The fundainental credit outlool< for the U.S. investor-owned electric utility sector remains stable, thanks 
to a supportive regulatory framework that provides good transparency into operating cost and capital 
investment recovery; adequate liquidity profiles; relatively unfettered access to the capital markets; and 
reasonably stable finailcia1 credit metrics. The investor-owned utility business model remains well 
positioned within its investment-grade rating category for 2010 and at least the first halfof 201 1. 

The sector’s key financial credit IrIetriCS are generally stable, but are not improving. In fact, for many 
sub-sectors the metrics have shown a modest but steady decline over the past few years. This erosion of 
financial strength may ultimately lead to lower ratings for individual companies, but does not warrant 
a change to our near-term stable sector outlook. As a whole, the sector can withstand some modest 
deterioration to its financial profile for some time, but declining metrics will eventually erode much of 
the “cushion” that utilities currently enjoy within their respective rating categories 

Graph A: Rollizg t h r t q ~ e a r  average cnrbjow t o  debt (by sd-sector) scaled to the Regulated Electric mid Gas 
lJtility Rating Methodology 

Parent Integrated 
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Summary of sectors 

The U.S. electric ~itility sector is relatively large in terms of revenues, assets and debt, and is extremely 
capital intensive. In general, the sector is primarily considered regulated, reflecting its monopoly status 
as a provider of essential services. Although we generally refer to che sector as comprising regulated 
electric (and natural gas distribution) utilities, for comparison purposes, we also examine selected 
elements of iiumerous sub-sectors.' 

In this report, we review selected three-year average financials for 2006-2008 and classify the sub- 
sectors as follows: 

52 parent utility holding companies (Parent holdcos) 

70 vertically integrated electiic utilities (Integrateds) 

40 transmission and distribution only utilities (T&Ds) 

30 local natural gas distribution utilities (LDCs) 

14 geneiation and transmission cooperatives (Cooperatives) 

9 municipal electric utility systems (Municipals) 

We also examine several related utility sub-sectors by including some o i  the laiger, international 
utilities, many of whom enjoy various forms of state-sponsorship. These sub-sectors include seven 
European-based utility companies (Europe); 1 1 Asia-based utilities, excluding Japan (Asia ex-Japan); 
and eight Japanese utility coinpanies (Japan). 

Wi i l e  primarily non-regulated, we also examine eight merchant wholesale generators (Merchants) and 
eight merchant wholesale generatol-s that remain affiliated with their legacy regulated utilities (Affiliates). 
Finally, stiictly for comparison purposes, we examine seven large, capital intensive industrial coinpanies 
(Industrials); seven laige, high-tech companies (Technology); and eight refiners (Refining). 

' See Appendix, page 15, lor a list ofthe individual companies included in the sub-sector indices and their ratings. 
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Table I :  Conzpnl-irotz of dected  f i t m z c i d  tiietl-ics by srib-sectors (2006-2008 auernge) 

PP&E I EQUITY I DEBT I CFOl TOTAL 
# ISSUERS ASSETS ASSETS EBITDA DEBT DEBT CFO 

Parent Holdcos 52 60% 25% 4.3x 16% $7,810 $1,251 

Integrated 70 71% 30% 3 . 6 ~  21% $2,308 5477 

T& D 40 57% 30% 3 . 8 ~  16% $1,822 $292 

LDC 30 64% 30% 3.7x 20% $55 1 $1 12 

Cooperative 14 71 % 15% 9.3x 6% $1,193 $75 

Municipal 9 70%2 10%’ 7.5x 13% $2,625 $352 

Europe 7 47% 22% 4 . 0 ~  2a% $43,193 $8,702 

Asia (ex-Japan) 11 70% 42% 6 9x 17% $7,526 $1,262 

Japan 8 72% 24% n/a 9% $26,810 $2,355 

Merchant 8 54% 17% 8 . 2 ~  12% $8,051 $938 

Affiliate 8 59% 30% 2 . 3 ~  35% $2,585 $916 

53% $11,996 $6,407 Industrials 7 16% 31% 2.2x 

Technology 7 15% 52% 0 6x 179% $5,529 $9,888 

Refining 8 58% 39% 16x 45% $2,389 $1,070 

Key Trends and Rating Implications 

Regulation remains supportive t o  sector 

Regulation is expected to remain a critical component for the investor-owned sector’s credit 
The  sector benefits from a regulatory framework that allows a utility to recover its operating costs 
(including fuel, operating and maintenance [O&M], selling, general and administrative expenses 
[SG&A], inteiest expenses, and taxes) through revenues, along with an agreed-upon profit margin. 
These revenue requirements are designed to provide “just and reasonable” rates for “used and useful” 
assets, which comprise a utility’s rate base. As a result, utilities can attain their given ratings with a 
significantly lower financial metric threshold than othei, non-utility industrial peers. From a purely 
financial-metric perspective, the benefits of regtilation translate roughly into three notches of rating lift 
and without the benefits of regulation, much of the sector would likely be considered non-investment- 
grade.5 

W e  believe regulators will continue to provide utilities with reasonably timely recovery of prudently 
incurred costs and investments. W e  also believe regulators prefer to regulate a financially healthy sector. 
W e  d o  not consider regulators obstructionist, but see them as relatively transparent arbiters of a set of 
facts that are presented within the guidelines of a given state’s legallregulatoiy framework. Indeed, 
regulators have awarded more than $10 billion of revenue increases since 2004, as the next graph shows. 

While we generally view any rate incieases above the late of inflation as a potential ciedii positive, a 
sustained tiend of meaningful annual rate incieases could eventually cause some credit concerns, due 
to the potential for increased political tensions over affoidability. 

’ Moody’s estimate. 
Moody’s estimate. ‘ See our Rating M e t l i o d o l o ~  for Rec$ated Elcctiic and Gas Utilities, published in August 2009. 
In general, industrial sectors require a 20%-30% RCF I debt aiid a 10%-15% FCF I debt threshold in order to be considered investment-grade. This compnrcs to n 

roughly 10% RC.F I debt threshold Tor regulated utilities. 
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Graph B: Regn1rrtot;y rate reliefand infi t ion 
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Source Regulatory Research Associates, asubsidiary ofSNL Financial LC 

When evaluating iegulation, we consider the general regulatory (and political) environment for a given 
utility and its ielationship with its various constituents (including large industrial customeis). In 
addition, we evaluate the framework and mechanisms that allow a utility to recover its costs and 
investments and cain allowed returns. W e  are less concerned with the official allowed retuin on equity, 
instead focusing on the earned returns and cash flows. W e  typically do not take rating actions based on 
a staff, administrative law judge or intervener recommendation, but prefer to see the actual 
commission-issued written orders. 

The  ability to realize recovery is critical to a utility's credit quality. Many juiisdictions have moved 
towards a more transparent ratemalung approach, using numerous cost trackers or other pass-through 
mechanisms. In general, we view these tracker mechanisms as a ciedit benefit, as they are designed to 
ensuie recovery of a specific set of costs. Still, we remain cautious about longer-term risks associated 
with future requests for base rate relief, presumably due to the traclteis crowding-out other financial 
recovery requests. W e  believe regulators and residential consumers remain focused on the ultimate all- 
in costs, and not so much on  the rate structure components. W e  also believe that large industrial and 
commercial customers are less concerned with the he1 and purchased power trackers, as they are 
equally well versed with these commodity costs and their non-margin pass-thiough nature of iecovery. 

- 

Key Financial metrics remain camfortably within investment grade rating category 

T h e  sector iemains comfortably within our investment grade financial metric ranges. Neve1 theless, ltey 
financial credit metrics are not improving, and many sub-sectois have seen a modest but steady 
decline. This erosion of financial strength is generally a credit negative, but is not sufficient to warrant 
a change to our fundamental sector outlook at this time. In  fact, we believe the sector can withstand 
some modest eiosion to its financial profile without jeopaidizing ratings. But as the financial metrics 
drift lower over time, much of the cushion that utilities currently enjoy within their respective rating 
categoiy will begin to eiode, and ultimately lead to negative rating action. 
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Over the past seveml yeais, we have witnessed a steady erosion in the ratio of cash flow from 
operations adjusted foi working capital changes (CFO pre-w/c) to debt for a significant number of 
vertically integrated electric utilities. I n  the following graph, we illustrate how the rolling three-year 
average CFO pre-w/c to debt ratios over the 2003-2005 period compares with the 2006-2008 period 
for roughly 70 vertically integrated electric utilities. The average decline is roughly 7%. 

Gmph D: Pemxtcrge chcrnge in CFC) pre-w/c t o  debt f i ~  70 ve&alb integrated electric utilities (rolling three- 
year rrverclgr,fir 2003-2005 vemu 2006-2008)G 
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W e  consider most utilities to be reasonably well positioned within their iespective rating categories, 
both fiorn our subjective assessments of regulatory support and diversification, and the more 
quantitative assessments of financial performance. Over the next 12-1 S months, some companies ale 
expected to experience a decline in their financial metrics, such as Duke Energy and DPL and several 

' Excludes Enretgy New Orlcans and Noirh~vescem, wheie die CFO pie wlc to debt iinpioved by 100% and 165%, iespectively 
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companies actively puisuing new nucleai’ construction. Others are expected to improve, such as 
Dominion Resources, American Electric Power and Consolidated Edison. The next graph shows how 
several of the larger, well known utility parent holding companies’ historical financial profiles (results 
as of LTM 3 4  2009) compare to our general rating g ~ i d e l i n e s . ~  

Graph E: Selerredpni.eirt irtility holding compaizie, m of L. TM 34 2003 
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Liquidity management increasing in priority 

Managing liquidity continues to be a key factor when assessing the sector. Over the near-term, 
liquidity is expected to vale an even higher priority, due to the sizeable credit facility expirations 
sclieduled for 201 1 and 2012 (roughly $65 billion each year, according to our estimates). We d o  not 
expect utilities to immediately resolve the significant credit-facility expirations scheduled in 20 1 1 and 
20 12. We do expect to continue our ongoing discussions regarding liquidity and refinancing plans 
with management-especially when facing expiration within 12 months, effectively making the 
facilities current. 

Today, we believe credit capacity at most major financial institutions remains open to the utility 
sector, but the costs associated with credit facilities have increased significantly. W e  view fLilly 
syndicated, multi-year facilities more Favorably than 364-day Facilities and much more favorably than 
bi-laterals. We also view management‘s active evaluation of numerous alternatives to ti,aditional 
syndicated, multi-year facilities (which include direct lien and other progiams) positively, especially 
when used as complementary sources to cash and traditional facilities, since it reduces reliance on any 
pal ticular funding. When used as complementaiy supplements to traditional sources, such alternative 
sources of liquidity are not expected to cause any material changes to our iatings or rating outlooks. 
Even so, we might have concerns over a utility we consider overly reliant 011 a particular source of 
alternative liquidity“ 

’ 
’ See our iating methodology, “Regulated Elccttic atid Gac Utilitieq,” August 2009 

See Special Comment, “RiPht-Wav Hedrcinp fat Powei Companics,“ June 2009 
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Table 2: Selected Liqiiidity ddta (2006-2008 average) 

STD & IMPLIED CAPACITY 
# ISSUERS CASH FCF’ CPLTD’ ’ REQUIRED 

A B C (A+B+C) 

Technology 7 $7,489 $6,374 ($867) $12,996 

Industrial 7 $2.966 $2,644 ($1.405) $4,205 

Europe 7 $9,088 ($1,220) ($7,045) $823 

Refining 8 $379 $253 ($203) $429 

Cooperative 14 $71 ($58) ($109) ($96) 

LDC 30 $12 ($35) ($131) ($154) 

$39 ($103) ($252) ($316) T&D 40 

Affiliate 8 $120 ($94) ($429) ($403) 

integrated 70 $34 ($217) ($266) ($449) 

Merchant 8 $751 ($644) ($661) ($554) 

Asia (ex-lapan) 11 $709 ($364) ($956) ($611) 

Parent 52 $313 ($478) ($ 1,031) ($1,196) 

Japan 8 $704 $113 ($3,84 1) ($3,024) 

Municipal 9 $563 nla nla nla 
_ _ ~  ~ 

* FCF = CFO less dividends less capital investments 

** STD & CPLTD = short term debt and current portions of long term debt 

While our liquidity sensitivity increases once a credit facility is within 12 months of its scheduled 
expiration, effectively going “current” on the balance sheet, it does not mean negatively biased rating 
actions are imminent. Our strict analysis does not assume the capital markets will remain open, or that 
unfettered access will remain an option, even if historical evidence oveiwhelmingly demonstrates this is 
true. Credit mailets have been known to freeze, if temporarily. Some utilities are considering pre- 
funding their maturities or holding higher cash balances on their balance sheets. Such strategies would 
generally be viewed as a credit positive, despite any temporary increase in leverage metrics. 

The question over how much liquidity the sector needs continues to be debated inteinally, and by 
bankers and management teams. We believe there is no such thing as too much liquidity; in numerous 
cases, we have seen issueis (both utilities and non-utilities alike) expeiience serious stress because they 
misjudged their liquidity needs. The recent credit crunch featured a virtuous circle, whereby market 
access iemained easiest for those who needed it least because theii liquidity was already stiong. 

Utilities ieinain exposed to large, long-teini capital investment challenges, volatile commodity piices 
and legal judgments which can wrealc havoc on even the stlongest liquidity piofiles. However, we also 
see liquidity benefits ielated to a utility’s ability to issue secuied notes, to divest non-core assets 01- 

opeiations, and to obtain enieigency late relief. Prospectively, a utility’s tiansmission system might 
represent a sizeable souice of alteinative liquidity. From a ciedit peispective, we believe a strong 
balance sheet coupled with abundant souices of liquidity represents one of the best defenses against 
business and operating iislc and potential negative rating actions. 
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Pei.ision underfunding remains a contern 

W e  obseive that pension costs are usually a recoverable expense under most rate-malung stiuctures, 
but the means of recovery varies by state. Some jurisdictions provide more timely recovery when actual 
pension costs exceed what is allowed in the existing rates (is . ,  a pension cost tiaclcer with periodic 
true-up mechanisms). 

W e  tieat undeifunded pension obligations as debt. According to their 2008 annual reports, utilities 
underfunded theii pension plans by ioughly $33 billion, equivalent to a 73% h n d i n g  status at the end 
of 2008. While 2009 pioved a very good year for the stock market, we estimate that the fnnded status 
of these plans only improved modestly, with pension plans still undeifunded by $29 billion, or 78% 
funded at the end of 2009. Given that the S&P 500 was up roughly 23% year-on-yeai, one would 
expect the funded status of pensions should have improved diamatically, but due to a sizeable 
contraction in discount iates, they d o  not appear to have done so. 

For financial reporting purposes, the two major drivers behind the funded status of a pension plan are 
asset performance and discount rates. Asset performance should have been very strong in 2.009: 
assuming a typical asset mix of 60% equities, 30% fixed income and 10% alternative investments, we 
estimate that total asset returns rose by about 15%. Yet we believe there will be only a slight 
improvement in h n d e d  status because we expect a meaningful contraction in discotint rates. A general 
rule of thumb is that a 100 basis-point change in discount rate will change the obligation by 8%-12%. 

W e  expect that there will be a 50 bp - 75 bp reduction in the average discount rate used by utilities for 
the full-year 2009. While ciedit spreads in corporate yields have not moved meaningfully-the 
Moody’s Aa index has remained relatively unchanged-spieads on financial bonds have significantly 
contracted since December 2008. W e  believe many companies used financial bond yields when 
constructing discount rates for 2008, and due to subsequent contractions in these yields, the discount 
rates for 2009 will have to be lower, which in turn leads to a larger obligation. 

T h e  rules for calculating a plan’s funded status are diffeient for funding purposes than for financial 
ieporting purposes.9 At the heart of the rules is the concept that a company must have a fully-funded 
plan within seven years. If we take our estimate of $29 billion and divide by seven, we would get a 
required contribution of $4.1 billion fool 2010. Of course, a few smoothing mechanisms allow 
companies to woik around theii required contribution calculations. 

T h e  1J.S. Internal Revenue Seivice in March 2009 relaxed some of its rules for calculating discount 
rates for funding purposes, effectively allowing companies to cherry-pick the best rates from 
September, October, November or December, 2008. This one-time allowance should significantly 
reduce required contributions for 2010, but without a large rally in the markets or increasing interest 
rates, large contributions might arise in 201 I and 2012. This is exactly the same timefi-ame in which 
the vast majority of less expensive, multi-year credit facilities are scheduled to expire, potentially 
introducing some incremental stress on liquidity management. 

‘ Ail in-depth analysis o l  those rules is beyond t h e  scope of this  document, bur sufice it to say they  are ext remely  complex 
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h i g e r - t e r m  challenges Lie beyond scope of ratings horizon 

There are numerous challenges that face the utility sector, none of which can be considered new as 
they have existed for decades. These challenges, which primarily relate to regulation (and recoveiy 
assurances), political suppou (or intervention, which can be either positive or negative for the credit) 
and resource availabilities (and long-term planning), raise the business and operating risk profile for 
the sector. 

Nevertheless, these fundamental challenges are also consideled to be longer-term in nature and beyond 
the hoiizon of our 12-18 month ratings outlook. More importantly, the emergence of these rislcs tend 
to develop slowly and are expected to have little impact on financial statements over the near to 
intermediate term horizon. As a result, the sector enjoys the benefit of time to consider changes in its 
corporate and / or financing strategies. But any issue that arises mole quicldy than we anticipate  COLI^^ 
have negative consequences for ratings. 

Inadequate attention to these challenges could conceivably push much of this sector into the non- 
investment grade category. For now, we think this unlikely, since most utility companies, regulatois 
and politicians would prefer to see the industry remain financially healthy and investment-grade- 
especially because increasingly expensive and uncertain financing would have adverse consequences for 
customers. The  recent financial turmoil has underscored the benefits of strong credit ratings. 

The desire to refkbish, enhance and rebuild a relatively antiquated electric infrastructure is driving the 
need for steadily increasing rates. W e  see significant pressure being applied from a global political push 
to “de-carbonize” the traditional electric s~ipply infiastructure, primarily through increased renewable 
generation, which tend to be more costly than traditional sources (when excluding the potential costs 
associated with pollution). We continue to incorporate a view that new nuclear generation capacity 
also appears to represent a critical component to long-term eneigy policy. Another component to the 
refurbishment of the electric infiastructure is focused on additional transmission capacity (to alleviate 
congestion and provide a means to bring renewable resources to demand centers) as well as intelligent 
distribution netwoi.ks. Regardless, chese investments will result in higher costs, and therefore rates, for 
end-use consumers. 

Impact of new nuclear generation capacity aspirations 
Over the next few years, several companies in the utility sector are seriously considering the 
construction of new nuclear generating capacity-a long-term commitment that could be very costly. 
This could put significant pressure on the utility sector’s overall capital investment plans, and utilities 
that pursue these piojects will take on higher business and operating risk profiles, net of most risk 
mitigation efforts. 

Several utilities experienced negative rating actions in 2009 that were directly or indirectly related to 
their nuclear ambitions. While they are pursuing numerous ways to mitigate their risk, we believe these 
efforts cannot fully resolve the higher business and operating rislcs associated with building a new 
nuclear facility. 

W e  also believe that one of the most effective ways to ease risk would be to strengthen balance sheets 
and bolster liquidity reserves on the front end of the construction cycle, but so far we have not seen 
much evidence that any of the utilities actively pursuing new nuclear generation are doing either. 

For additional insight into our views regarding the credit implications associated with new nucleai 
geneiation constiuction, please see our Special Comment “New Nuclear Generation: Ratings Pressure 
Increasing,” June 2009 (1 17883). 
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The  prospect for steadily increasing rates raise another iegulatory recovery r,islts for the sector relating 
to costs or investments associated with refurbishing such a large component of the nation’s critical 
infrastructure. Under almost every scenario we evaluate, revenue requirements are expected to steadily 
increase over the next few years, but we see little evidence regarding wage inflation and unemployment 
1-emains high. These elements could lead to political intervention of some form, a credit negative. 
Conceptually, investors might expect to see the sector strengthen its balance sheet and bolster its 
liquidity sources in the face of such challenges. 

Alas, this does not seem to be the case. As long as the regulatoiy safety net remains in place, utilities 
appear comfortable managing their operations as they have for years, and ratings should likewise 
remain relatively stable. If, on the other hand, the regulatoiy environment changed, and the 
recoverabiliry of costs and investments became more questionable, the sector could conceivably fall 
into the non-investment grade category. This is especially the case if inany of the costs aiid investments 
have already been made. TJltimately, the question comes down to how much of an increase in utility 
costs a coiisuiner can withstand, and how cautiously each company positions itself to withstand 
affordability pressures. 

In  our July 2009 Industry Outlook Update report’”, we estimated that consumers might stop 
tolerating rate increases at a SO%-or-so rise above the current average U.S. rate of $0.10 per Iwh.  At 
the time we wrote that, this “inflection point” would not be reached until about 2018 oi 2019. 
Whether or not this iiiflectioii point remains the base case is unclear, but iecessionaiy pressures on 
residential household budgets, and a lack of clear evidence of wage inflation, lead us to wonder 
whether the inflection point might arrive sooner. W e  are paying particularly close attention to the 
iegulatory situation in Florida as a potential barometer and leading indicator associated with this risk. 

Illustrative financial projections indicate pending ratings pressure 

O u r  illristrative projection model examines the historical fiiiaricial results for the 70 vertically 
integrated electric utilities comprised in our “Integrated” peel group over the past seven years (2002- 
2008) and incorporates numerous assumptions to provide a11 indication as to how the sector might 
fare over the next five yeais (2010-2014). 

W e  assume revenues are fully regulated and are derived only from the sale of electiicity. W e  assume 
volume incieases of 1% per year over the next five years. Rates are assumed to increase by 5 %  per year 
over the next three years (2010-2012), with 3% rate increases thereafter. As a result, revenues increase 
froin roughly $200 billion to almost $230 billion in 2014. Fuel and purchased power costs are 
projected to remain at roughly half of revenues (as it has over the past five-year, three-year and two- 
yeai averages), and that O&M and SG&A expenses grow at 3 %  and 2% per year, respectively. 

Capital expenditures are forecasted by applying a multiplier to piior-year depreciation and 
amortization expense. Over the past seven-year, five-year, three-year and two-year averages, this ratio 
was 184%, 215%, 241% aiid 253%, respectively. W e  asstime an average multiplier of 225% over the 
next two yeais (2010-201 I) ,  217% over the next thi,ee years (2010-2012) and 205% over the next five 
years (2010-2014). As a result, capital expenditures are forecasted to remain relatively steady at 
approximately $40 billion per year, which is contrary to most conventional wisdom that capital 
expenditures are going to increase significantly. O u r  assumption for a slightly lower capital spending is 
in pal t premised by our views of prolonged high uiiemployment aiid increased regulatory scrutiny 
regarding investments and utility’s reluctance to invest without a higher assurance for recovery. W e  

See Moody’s Related Research at the back orthis report for linla to our previous Industry Outlook and Industry Outlook update reports 
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afso assume dividends will inciease by 2% annually over the five-year forecast, from about $8.8 billion 
today to almost $9.8 billion in 2014. 

Table 3: Hirtorical niZdpiojected~?Za?~cinl ierzrlts (in $ billions) 

HISTORICAL P R 0 )  ECTED 

LT M 

7-YEAR 5-YEAR 3-YEAR 2-YEAR 3 0 2 0 0 9  2-YEAR 3-YEAR 5-YEAR 

Revenue $171 7 $179.5 $1894 $194.2 $193 5 5211.4 $2179 $2287 

EBITDA $44.1 $ 4 5 6  $470  $479  $48.8 $559  $585  $625  

Interest $ 9 8  $ 9 6  $100 $104  $119 $143 $149 $158 

$10 5 $11.3 $104  $9.0 $4.2 $14.4 $15.4 $169 Net income 

CFO 

CFO ore-w/c $35.4 $ 3 6 0  $36.6 $376  $32.9 $33.1 $36.2 $38.7 

$35.4 $362  $36.9 $387  $43.6 $377 $388  $41 3 FFO 

Capital exp $33.0 $36.3 $42.1 $45.1 $49 9 $41 9 $41.4 $40.9 

Dividends $ 8 7  $8.3 $ 7 5  $ 7 6  $9 1 $ 9 1  $ 9 2  $ 9 4  

FCF S(8.5) $(10.8) $(15 1) $(18 5) $(26 1) $(18.0) $ ( I4  8) $(12 2) 

PP&E, net $325.9 $3401 $3559 $3698 $4007  $4332 $4435 $4630  

Debt $1576 $1621 $1675 $1754 $1994 $2240 $230.0 $2397 

Equity $1297 $1387 $148.3 $1537 $167.1 $1747 $1783 $1869 

CFO pre-w/c interest 4 . 6 ~  4 . 7 ~  4 . 6 ~  4 6x 3 . 8 ~  3 3x 3.4x 3.4x 

CFO - pre-w/c / debt 22.5% 22 2% 21.9% 21.4% 16.5% 14.8% 15.7% 16.1% 

RCF / debt 16.9% 172% 17.6% 17.7% 11.9% 12.6% 12.8% 13.3% 

Debt / Capitalization 54 8% 53.9% 53.0% 53.3% 54.4% 56.2% 56 3% 56.2% 

O u r  simple projection model indicates a steady deterioration in several key financial credit metrics over 
the next few years before they begin to improve in the later yeai,s-prirnarily as a result of decreased 
capital spending. Conceptually, should a utility’s financial profile exhibit a decline in its credit inetrics 
from roughly 4 . 5 ~  interest coverage, 2O%+ CFO pre-w/c to debt, high-teens-range retained cash flow 
(RCF) to debt and approximately 53% debt to capitalization, to 3 . 5 ~  interest coverage, mid-teen-range 
CFO pre-w/c to debt, low-teen-range RCF to debt and 56% debt to capitalization, negative ratings 
actions would be likely. 

We acknowledge that our model does not incoiporate any new material infusions of equity, but 
instead assumes negative FCF balances are financed with debt. Nevertheless, equity does build over the 
projection horizon with retained earnings. I t  is possible that negative rating pressure could build over 
the next few years for the sector unless conipanies balance their debt and equity mixes more effectively, 
or otherwise strengthen their balance sheets (as with the sector’s “back-to-basics” program that was 
conimon from roughly 2002-2004). 
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US. Public Power ELectric Utility Sector Outlook: Recession and Climate Policy Decisions Create 
Uncertainty 
The  credit position of the U. S. public power electric utility sector has been stable over the past year. 
But recessioiiaiy pressures and the prospect of more aggressive enviroiiniental regulation create 
uiicertainty in the outlook. We rate over $100 billion of revenue bond debt from U.S. municipal and 
government-owned utilities. T h e  sector’s credit quality came under pressure in 2009 from the 
unsettled credit markets, fuel-price volatility, and the increasing cost of iiew geneiatioii capacity. 

Power supply decisions have been complicated by the potentially more significaiit role of mandated 
renewable energy as pait of a utility’s resource portfolio. Public-power electiic utility retail rates have 
iisen over past two years, cleating a situation of additional political risk for some utilities that seek to 
recover higher costs through rate incieases, as iecessionaiy pressuies cut into demand. 

T h e  1J.S. recession has reduced electiic demand, which could lead to iatiiig pressuies foi many public 
power electric utilities. Lowei demand could wealceii debt-seivice coveiage margins oi liquidity, unless 
IafeS are raised to compensate. Weakening financial metiics could factor into negative iating changes. 
The  wealcening fiscal health of local governments may also lead to increased utility geneial-fund 
tiansfeis to suppoi t a municipality’s general finances, theieby wealcening a utility’s balance sheet and 
causing negative iating piessure. 

Despite these uncertainties and pressures, companies in the sector enjoy something like a monopoly 
position, as providers of an essential service, combined with their ability to iecover costs through rate- 
setting processes not subject to regulation. Additionally, public-power electric utilities have shown 
good ability to manage thiough the recent turmoil in credit and fkel markets.. 
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Conclusion 

The utility sector's fundamentals remain intact, but face significant credit implications over the longer 
term. The sector's basic central-station dispatch stiucture is under iiicieased scrutiny, as U . 5  policy 
focuses increasingly on de-caibonization of elect1 ic supplies, enhanced energy efficiency programs and 
smart-grid initiatives. While expensive, proponents of these efforts note that their costs will prove more 
competitive than building new base-load generation over the long-term. Because the political debate 
regarding national energy policy is slow, utilities are being forced to inalce long-term investment 
decisions amid a cIoudy regulatory framework, malcing it difficult to plan and manage infrasti ucture 
refurbishment. 

It is notable that the utility sector's stable fiindarnental credit conditions withstood the severe market 
tnrnioil of 2007-2009, when inany other industrial sectors expei,ienced ratings deterioration and saw 
numerous negative outlooks and reviews for possible downgrade. Nevertheless, the sector's average 
rating has declined over time, from the Aaa-An range during the 1940s-1960s to the A-Baa range 
today. Although the basic operating structure remains the same-generating, transmitting and 
distributing electricity to end use consumers-the utility sector's regulatory, political, financial and 
capital market frameworks have all changed significantly over time. 

It remains unclear how the utility sector will address its current hurdles, considering the shift in policy 
priorities they would seem to demand. Many industry participants are raising concerns about how the 
sector will manage the sizeable financing requirements needed to fund its substantial infrastructure 
investment plans, while also managing price increases for ratepayers at long-term affordable levels. 

Graph I? Illnstrative loq-term sector rating niipntioiz 

Aaa 

Aa 

A 

Baa 

Ba 'P 

B 

v 

1940'5 1950's 1960's 1970's 1980's 1990s ZOOO'S Z O I O ' S  



KPSC Case No 2009-00459 
Staff 2nd Set of Data Requests 
Oder dated February 12,2010 
Item No 11 Page 46 of 52 

Appendix: Comparable Peer Indices by Sub-Sector 

Parent Holding Companies 

RATING ISSUER NAME RATING ISSUER NAME 

A2 FPL Group, Inc Baa2 Public Service Enterprise Group 

A2 NSTAR Baa2 SCANA Corporation 

Baa3 Arneren Corporation 

A3 National Grid USA Baa3 Black Hills Corporation 

A3 Southern Company (The) Baa3 Cleco Corporation 
~ 

A3 Wisconsin Energy Corporation Baa3 Constellation Energy Group, Inc 

Baa l  Alliant Energy corporation Baa3 lberdrola USA 

Baa l  Consolidated Edison, lnc. Baa3 Entergy Corporation 

Baal DPL Inc. Baa3 FirstEnergy Corp. 

Baa 1 Exelon Corporation Baa3 Great Plains Energy Incorporated 

Baa l  lntegrys Energy Croup, Inc. Baa3 Pepca Holdings, Inc. 

Baa l  MidAmerican Energy Holdings Co. Baa3 Pinnacle West Capital Corporation 

B a a l  OGE Energy Corp Baa3 TECO Energy, Inc. 

Baa l  PG&E corporation Baa3 UIL Holdings Corporation 

Baal Sernpra Energy Baa3 Westar Energy, Inc. 

B a a l  Vectren Utility Holdings, Inc Bal Allegheny Energy, Inc. 

Baa 1 Xcel Energy Inc. Ba 1 Centerpoint Energy, Inc. 

Baa2 American Electric Power Company B a l  CMS Energy Corporation 

Baa2 Dominion Resources Inc. B a l  Duquesne Light Holdings, Inc. 

Baa2 DTE Energy Company Ba l *  NV Energy Inc. 

Baa2 Duke Energy Corporation Bal**  UniSource Energy Corporation 

Baa2 Edison International Baa3**” NiSource Inc. 

Baa2 Hawaiian Electric Industries Ba2 PNM Resources, Inc. 

Baa2 IDACORP, Inc. Ba2 Puget Energy 

Baa2 Northeast Utilities B1” AEI 

Baa2 PPL Corporation B1* AES Corporation, (The) 
~ 

Baa2 Progress Energy, Inc. Caal*  Energy Future Holdings Corp. 

*CFR 
**ST. Secuied 
***Guaranteed 
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Vertically Integrated lltilities 

RATING ISSUER NAME RATING ISSUER NAME 

Aa3 Madison Gas and Electric Baa l  Public Service Co. of Colorado 

A1 Florida Power & Light Company Baa l  Public Service Company of Oklahoma 

A1 Mississippi Power Company Baa l  South Carolina Electric & Cas Co 

A1 Wisconsin Electric Power Baa l  Southwestern Public Service Company 

A2 Alabama Power Company B a a l  Tampa Electric Company 

A2 Dayton Power & Light Company Baal Virginia Electric and Power Company 

A2 Georgia Power Company Baa2 Appalachian Power Company 

A2 Gulf Power Company Baa2 Arizona Public Service Company 
~~ 

A2 Kentucky Utilities Co Baa2 Black Hills Power, Inc. 

A2 Louisville Gas & Electric Company Baa2 Cleco Power LLC 

A2 MidAmerican Energy Company Baa2 Consumers Energy Company 

A2 Oklahoma Gas & Electric Baa2 E l  Paso Electric Company 

A2 San Diego Cas & Electric Baa2 Empire District Electric Company 

A2 Wisconsin Power and Light Baa2 Entergy Arkansas, Inc. 

A2 Wisconsin Public Service Corp. Baa2 Entergy Louisiana, LLC 

A3 Columbus Southern Power Baa2 Indiana Michigan Power Company 

A3 Duke Energy Carolinas, LLC Baa2 Indianapolis Power & Light Company 

A3 Northern States Power Co (MN) Baa2 Kentucky Power Company 

A3 Northern States Power Co (WI) Baa2 Portland General Electric Company 

A3” Northwestern Corporation Baa2 Public Service Co. of New Hampshire 

A3 Pacific Gas & Electric Company Baa2 Union Electric Company 

A3 Progress Energy Carolinas, Inc Baa3 Avista Corp. 

A3 Progress Energy Florida, Inc. Baa3 Central Illinois Light Company 

A3 Southern California Edison Baa3 Central Vermont Public Service Co 

Baa l  ALLETE, Inc. Baa3 Entergy Gulf States Louisiana 

B a a l  Detroit Edison Company Baa3 Entergy Mississippio Inc. 

Baa l  Duke Energy Indiana, Inc Baa3 Monangahela Power Company 

Baa 1 Duke Energy Kentucky, Inc. Baa3 Public Service Co of New Mexico 

Baa 1 Duke Energy Ohio, Inc. Baa3 Puget Sound Energy, Inc. 

Baa 1 Green Mountain Power Corp. Baa3 Southwestem Electric Power Comp 

Baal Hawaiian Electric Company, Inc Baa3 Tucson Electric Power Company 

B a a l  Idaho Power Company B a l  Entergy Texas, Inc. 

B a a l  Kansas City Power & Light Co Ba2 Entergy New Orleans, Inc 

Baal  Ohio Power Company Ba3 Nevada Power Company 

Baa 1 PacifiCorp Ba3 Sierra Pacific Power Company 
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Transmission & Distribution Utilities 

RATING ISSUER NAME RATING ISSUER NAME 

AI  NSTAR Electric Company Rating Issuer Name 

A3 Central Hudson Cas & ELectric Co Baa2 Duquesne Light Company 

A3 Consolidated Edisan Co of NY Baa2 Jersey Central Power & Light Company 

A3 Massachusetts Electric Company Baa2 Metropolitan Edison Company 

A3 Narragansett Electric Company Baa2 New York State Electric and Cas 

A3 New England Power Company Baa2 Ohio Edison Campany 

A3 Niagara Mohawk Power Corp Baa2 Pennsylvania Electric Company 

A3 PECO Energy Company Baa2 Pennsylvania Power Campany 

Baa 1 Central Maine Power Company Baa2 Potomac Electric Power Company 

Baal Connecticut Light and Power Ca. Baa2 Rochester Cas & Electric Corporation 

Baal:' Oncor Electric Delivery Company Baa2 United Illuminating Company 

B a a l  Orange and Rockland Utilities. Inc Baa2 Western Massachusetts Electric Co. 

Baal  PPL Electric Utilities Corporation Baa3 CenterPoint Energy Houston 

Baa 1 Public Service Electric and Cas Baa3 Central Illinois Public Service 

B a a l  Superior Water, Light and Power Baa3 Cleveland Electric Illuminating 

Baa2 AEP Texas Central Company Baa3 Commonwealth Edison Company 

Baa2 AEP Texas North Company Baa3 Illinois Power Company 

Baa2 Atlantic City Electric Company Baa3 Potomac Edison Company (The) 

Baa2 Baltimore Cas and Electric Co. Baa3 Texas-New Mexico Power Company 

Baa2 Delmarva Power & Light Company (P)Baa3 Toledo Edisan Company 

Baa3 West Penn Power Company 

Natural Gas Local Distribution Utility Companies 

RATING ISSUER NAME RATING ISSUER NAME 

Aa3" New Jersey Natural Gas Company A3 UCI Utilities, Inc 

A1 Alabama Cas Corporation Baa 1 Boston Cas Company 

AI Wisconsin Cas LLC Baa l  Cascade Natural Cas Corp. 

A2 Northern Illinois Cas Company Baal Connecticut Natural Cas Corporation 

A2 Southern California Gas Company B a a l  Indiana Cas Company, Inc. 

A2 Washington Gas Light Company Baa l  Laclede Cas Company 

A3 Atlanta Cas Light Company Baal Michigan Consolidated Cas Company 

A3 Colonial Cas Company Baa 1 South Jersey Cas Company 

A3 KeySpan Cas East Corporation Baa2 Bay State Cas Company 

A3 North Shore Cas Company Baa2 Berkshire Cas Company 

A3 Northwest Natural Gas Company Baa2 Northern Indiana Public Service 

A3 Peoples Gas Light and Coke Co. Baa2 Southern Connecticut Cas Company 

A3 Piedmont Natural Cas Company Baa2 Yankee Cas Services Company 

A3 Public Service Co. of NC Baa3 Southwest Cas Corporation 

A3 Questar Cas Company Ba28::k SourceGas LLC 

* Senior secured rating **CFR 
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Unaffiliated Merchants (CFRs) Affiliated Merchants 
~~ 

RATING ISSUER NAME RATING ISSUER NAME 

Ba2 Covanta Holding Corporation A3 Exelon Generation Company, LLC 

Ba3 NRG Energy, Inc. Baa 1 KeySpan Generation LLC 

B1 Edisan Mission Energy Baal PSEG Power LLC 

B1 Mirant Corporation Baal Southern Power Company 

B1 RRI Energy, lnc. Baa2 FirstEnergy Solutions Corp. 

B2 Calpine Corporation Baa2 PPL Energy Supply, LLC 

B2 Dynegy Holdings Inc. Baa3 Allegheny Energy SuppLy Company, 

Caa3 Texas Competitive Electric Hldgs. 

Baa3 AmerenEnergy Generating Ca. 

Municipals C&T Cooperatives 

RATING ISSUER NAME RATING ISSUER NAME 

Aa 1 City of San Antonio, TX A2 Arkansas Electric cooperative Co 

Aal Orlando, FL A2 Associated Electric Cooperative 

Aa2 Jacksanville Electric Authority, FL A2 Basin Electric Power Cooperative 

Aa2 New York Power Authority A2 Buckeye Power, Inc. 

Aa2 Santee Cooper A3 Dairyland Power Cooperative 

AaZ Seattle City Light A3 Golden Spread Electric Cooperative 
-~ 

Aa3 Los Angeles Dept of Water & Pwr A3 * Great River Energy 

A I  Municipal Electric Authority of A3* OLd Dominion Electric Cooperative 

A1 Sacramento Municipal Utility District Baal Minnkota Power cooperative, Inc 

Georgia 

Baal Oglethorpe Power corporation 

Baal PowerSouth Energy Cooperative 

Baal South Mississippi Electric Power 

Baa2 Hoosier Energy Rural Electric Co 

*FMB Rating Baa2 Tri-State G&T Association Inc. 
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Europe Industrials 

RATING ISSUER NAME RATING ISSUER NAME 

Aa3 Electricite de France Aa2 General Electric Company 

A2 E ON AC A I  Illinois Tool Works Inc. 

A2 ENEL S p A. A2 Boeing Company (The) 

A2 RWE A(; A2 Caterpillar Inc 

A3 Essent N V. A2 Emerson Electric Company 

A3 lberdrola S A A2 United Technologies Corp. 

NR Endesa S.A B a a l  Ingersoll-Rand Company Ltd 

lapan Technology 

RATING ISSUER NAME RATING ISSUER NAME 

Aa2 Chubu Electric Power Company Aaa Microsoft Corporation 

Aa2 Chugoku Electric Power Company AI Cisco Systems, Inc 

Aa2 Hokkaido Electric Power Company Wl Intel Corporation 

Aa2 Hakuriku Ekctric Power Company A2 Dell  hlc. 

Aa2 Kansai Electric Power Company A2 Hewlett-Packard Company 

Aa2 Kyushu Electric Power Company A2 Oracle Corporation 

Aa2 Okinawa Electric Power Company NR Google Inc 

Aa2 Tokyo Electric Power Company 

Asia (ex-Japan) Refiner 

RATING ISSUER NAME RATING ISSUER NAME 

Ad3 Transpower New Zealand Limited Baa2 Sunoco, Inc. 

A I  SP AusNet Baa2 Valero Energy Corporation 

A2 CLP HoldinEs Limited Ba 1 Tesoro Corporation 

A2 Korea District Heating Corporation Ba2 Frontier Oil Corporation 

A2 Korea Electric Power corporation Ba3 Holly Corp. 

Baa l  Spark Infrastructure B2 Alon USA Energy, Inc. 

B a a l  Tenaga Nasianal Berhad 82 CVR Energy Inc 

Baal  VECTOR Limited 83 United Refining Company 

Baa3 NTPC Limited 

Ba3 National Power CorDoration 

NR Envestra Ltd 
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Moody's Related Research 

Industry Outloolts: 

)) 

)) 

)) 

)) 

Special Comments: 

National Gas Transmission Solid but new Coiiceriis Emerge, September 2009 (1 20250) 

1J.S. Regulated Electric Utilities: Six Month IJpdare, July 2009 (1 18776) 

1J.S. Coal Iiidustiy Outlook: Six-Month Update, April 2009 (1 16778) 

lJ.S. Investor-Owned Electric Utilities, Jaiiuaiy 2009 (1 13690) 

TJS. Electric Utility Sector Weathers the Recession, November 2009 (121216) 

Evaluating the Leverage of Unregulated Power Companies, October 2009 (1 208.35) 

Gas Pipelines: Which Are Vulrierable to Emerging Risks?, October 2009 (120716) 

Investor Owned Utilities Face Significant Bank Facility Refinancing Risk as Substantial 
201 1-2012 Maturities Approach, October 2009 (120596) 

New Nuclear Generation: Ratings Pressure Increasing, June 2009 (1 1788.3) 

Right-Way Hedging for Power Companies, June 2009 (1 17978) 

Default, Recovery, and Credit Loss Rates for Regulated Utilities, 1983-2008, May 2009 (1 15424) 

Analyzing Partnerships in the Midstream Sector, March 2009 (1 15149) 

Carbon Risks Becoming More Imminent for U.S. Electric IJtility Sector, March 2009 (1 15 175) 

Credit Roadmap for Energy Utilities and Power Companies in the Americas, March 2009 
(115514) 

Near Term Bank Credit Facility Renewals to be More Challenging for U.S. Electric and Gas 
Utilities, January 2009 (1 1403 1) 

Rating Methodologies: 
)) 

)) 

)) 

)) 

)) 

To access any of these reports, click on the entry above Note that these references are current as of the date of publication of 
this report and that more recent reports may be available All research may not be available to  all clients 

Regulated Electric and Gas IJtilities, August 2009 (1 1848 1 )  

Global TJnregulated Utilities and Power Companies, August 2009 (1 18508) 

Natural Gas Pipeline, December 2009 (121 678) 

US.  Electric Generation & Transmission Cooperatives, December 2009 (121 189) 

Global Mining Industry, May 2009 (1 16843) 
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Commission Staffs Second Set of Data Requests 

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

Kentucky Power Company 

REQTJEST 

Refer to the Avera Testimony at page 10, lilies 4-6. 

Provide a description of the new generation facilities that Kentucky Power plans to invest in 
during 20 1 0. 

RESPONSE 

Kentucky Power has no plans for new geiieratioiz facilities in 20 10. Keiitucky Power's planned 
capital iiivestiiieiit during 20 1 0 €or generation assets relate to existing facilities. 

WITNESS: Errol I< Wagner 
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Commissioii Staff's Second Set of Data Requests 

Order Dated February 12,2010 
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Page 1 of 1 

Kent u clcy Pow e r Corn p a ny 

REQUEST 

Refer to the Avera Testiiiioiiy at page 10. 

Footnote 8 appears to be out of date. Provide the most recent electric utility sector aualyses fvoiii 
Moody's Investor Service and Fitcli Ratings Ltd. discussing energy market volatility. 

RESPONSE 

Copies discussing eiiergy inarltet volatility from the most recent publications from Fitcli Ratings 
Lid. aiid Moody's Investors Service in Dr. Avera's possession were provided in the respoiise to 
Staffs 2nd Set, Item No. 11. 

WITNESS: William E Avera 





IQSC Case No. 2009-00459 
Commission Staff's Second Set of Data Requests 

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

Kentucky Power Company 

REQUEST 

Refer to the Avera Testiiiioiiy at page 11, 

Provide copies of the articles refereiiced in Footiiotes 1 1-1 3 

RESPONSE 

Copies oE the above-referenced articles are iiicluded in Dr. Avera's workpapers, copies of which 
are provided on the CD labeled "Avera WP's aiid docuiiieiitatioii" in respoiise to IXJC 1 st, Item 
No. 1. 

WITNESS: William E. Avera 
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Kentucky Power Company 

REQUEST 

Refer to the Avera Testiinoiiy at page 12. 

a. 

b . 

C. 

d . 

e.  

f" 

Explain wlietlier Kentucky Power has requested that the Coiiunissioii alter its Fuel 
Acljustiiieiit Clause inecliaiiism to recover costs in a iiiore tiriiely fashioii in order to 
alleviate iiivestor coiiceriis regarding the lag between expeiises incurred and recovered 
tlirough rates. 

Provide an explanation of wlietlier ICentucky Power is proposiiig to earn a return 011 its 
fi,iel costs. 

Provide a list of utilities earning a returii on ftiel costs and an explaiiatioii of how that is 
related to exposme to flwtuatioiis in power supply costs. 

Provide a list of states whose utility regulatory commissions have explicitly authorized t 
he electric utility to em11 a rettirii on fuel costs aiid copies of the relevant orders. 

The file1 procurement process is well established in Keiitucky arid should be well 
uiiclerstood by Keiitucky Power. Provide ai explanation of wliat actions the Coiiiiiiissiori 
lias talteii to heighten either coiiipaiiy or iiivestor coiiceriis regardiiig fitel procurement 
disallowances aiid how this relates to exposure to fluctuations iii power supply costs. 

Provide the most recent T J .  SI Iiivestor Owned Electric Utilities: Six Month Iiiduslry 
Update" from Moody's Iiivestor Service. 

RESPONSE 

a) Kentucky Power is not requestiiig that the Coiiiinission alter its Fuel Adjustinelit Clause 
mechanism. 

b) Kentucky Power is not proposing to earn a return 011 fitel costs. 
liowever, historically eariied a return oii its coal inventory. 

Kentucky Power has, 



ICPSC Case No. 2009-00459 
Commission Staffs Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 15 
Page 2 of 25 

c) Di-. Avera has not conducted any detailed study to identify those utilities tliat iiiay be 
permitted to earn a return 011 file1 costs; nor was such a study iiecessary to support his 
aiialyses and coiiclrrsioas. Dr. Avera is aware that Baltimore Gas and Electric Coiiipaiiy is 
permitted to recover aii administrative charge tliat iiicludes a shareholder return compoiient. 

cl) Please refer to the response to subpart (c), above. 

e) Dr. Avera’s testimony at page 12 did not claim that the Coinmissioii liad talcen any sleps to 
heighten the risks associated with IQCo’s ability to recover its power supply costs. Rather, 
his testiiiioiiy explained tliat, despite regulatory provisions that allow for periodic rate 
adjustments to reflect changes iii power costs, investors nonetheless recognize that utilities 
such as KPCo remain exposed to the potential need to fiiiaiice power cost del‘errals, 
especially duriiig times of volatile energy prices. 

f) A copy of the requested document is attached. 

WITNESS: William E Avera / E / <  WFrGUS/< 
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The outlook for the U Envestor-owned electric utility sector is stable This 
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IR Sector well-positioned within investment-grade range, with continued 
strong access to capital, protection from widespread economic turmoil 
and regulators still granting timely cost recovery 

Longer-term pressures on sector serve to raise over-all operating risks 

Modest declines in financial profile over past few years not alarming at 
this time but few issuers appear to be taking material steps to mitigate 

Utilities gradually expected to adjust "tone at the top" management 
strategies with balance-sheet strengthening and more conservative 
corporate finance philosophies 
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Growing consumer intolerance for steadily increasing rates 

Exposure to increasingly stringent environmental regulations, including 
those related to carbon dioxide and mercury 

Wave of credit facility expirations in 201 1-2012 

Protracted recessionary conditions adding to business and operating 
risks, raising some doubts over availability of credit and ongoing 
regulatory recovery 
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All the evidence we have seen suggests that the fundamental credit outlook for the electric utility sector will 
remain stable over the next 12-18 months While most industrial sectors have negative sector outlooks today, 
we continue to view regulated utilities as relatively well insulated-although not immune-from economic and 
financial market turmoil Regulation provides a key material benefit to the sector's overall credit profile, and we 
believe regulators will provide timely recovery of prudently incurred costs and investments over the near term 
We have long held that regulators would rather regulate financially healthy companies than imperiled ones, 
and that utilities maintain effective constituency outreach efforts 

For the longer term, however, we are becoming increasingly concerned about possible changes to our 
fundamental assumptions about regulatory risk, particularly the prospect of a more adversarial political (and 
therefore regulatory) environment A prolonged recessionary climate with high unemployment, or an intense 
period of inflation, could make cost recovery more uncertain This could easily spark a negative vicious cycle. 

We first highlighted these regulatory concerns in the 2004-2005 timeframe, as the sector's "back to basics" 
period came to an end and we questioned whether the (then-recent) improvement in financial metrics had 
reached its peak Today, we have an eye on the theoretical "inflection point" beyond which consumers will no 
longer tolerate annual rate increases without protest We do not know where this inflection point lies, but we 
believe it exists somewhere near the point at which consumers begin to change their behavior-as when 
gasoline reached $4 per gallon last year-and begin to contact their elected officials with vocal protests But 
because consumers cannot easily alter their electricity consumption, the inflection point could actually spark a 
major political reaction We believe this reaction could develop suddenly, and probably not at a welcome time 
Should this happen, it is unclear how regulators would react and how the sector would fare 

The average annual electric bill costs the typical U S household about 3 4% of its disposable income We 
estimate that the inflection point might be crossed once an annual electric bill reaches roughly 5%-10% of a 
given household's disposable income-and that this could happen within the next decade, judging from our 
base-case projections In various downside scenarios, the inflection point could accelerate by several years, to 
2013-2015-well within our typical ratings horizon 

It appears that many of the chief executives and regulators with whom we speak regularly have either not yet 
arrived at a consensus view of exactly where this inflection point lies, or are uncertain how close we are to 
approaching this point This uncertainty is truly surprising, in our opinion, given the magnitude of the potential 
risk to both a utility's credit profile and its shareholder's equity 

Illustrative Retail Electric Rates: 2003 - 2025: rolling 2-year average I 
I 
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July 2009 0 Industry Outlook Moody's Global Infrastructure - U S Regulated Electric Utilities 
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'See Special Comment, "Proposed Wider Notching Between Certain Senior Secured Debt Ratings and Senior Unsecured Debt Ratings for Investment Grade 
Regulated Utilities," May 2009 

~ $ # - ~ ~ O ~ o ; n d u s t r y  Outlook r~ Moody's Global Infrastructure - U S Regulated Electric Utilities 
- __-_--__-I______--. __-_ 

y_. 

Of all the factors affecting U S. electric utility ratings, we have long considered regulatory support perhaps the 
most critical driver. We continue to believe regulators prefer to oversee financially healthy utilities, and 
certainly for the near term, we believe the sector will continue to enjoy reasonably good regulatory support. 
Our focus remains fixed on cash flow, not on authorized returns on equity (ROES). We also remain more 
interested in written regulatory orders-not initial indications from utilities, regulatory staff, intevenors, or 
administrative law judges (although they may offer some hint about the likely rulings). 

We believe today's utilities generally act as solid corporate citizens within their respective service territories 
Most utilities practice reasonably effective constituency outreach programs: they are large employers; provide 
socialized relief for special customer classes; serve as effective tax-collecting (and taxpaying) agencies for 
state and local governments; and usually support parochial philanthropic endeavors. For these reasons, 
utilities tend to get the political support they need, when they need it-ultimately a credit positive. 

s r II" 

We consider most utility issuers reasonably well-positioned within their respective ratings categories. Four 
principal sub-sectors comprise our utility universe: parent utility holding companies, vertically integrated 
utilities; transmission and distribution-only utilities (T&Ds), and natural gas local distribution companies 
(LDCs) For a list of the issuers that comprise these sub-sectors, see Appendix B, page 15. 

We place the operating utility sectors, which include the vertically integrated electric, T&D and LDC utilities in 
the A3 I Baal ratings category range. The utility parent holding companies tend to be rated about one notch 
lower, in the Baal / Baa2 range 

In general, we incorporate a view the regulatory framework across the U.S represents a material credit 
positive, but is less favorable than the regulatory frameworks in Europe or Asia. This is primarily due to the 
highly fragmented and parochial effects of state-by-state regulatory policies. We note that the business 
activities that are primarily regulated by the Federal Energy Regulatory Commission (FERC) typically receive a 
more favorable view. Our regulatory views are usually slightly less favorable when evaluating the utility parent 
holding companies, largely reflecting non-regulated business activities, which typically comprise roughly 15%- 
25% of consolidated operations 

The operating utility sub-sectors are also well positioned in terms of rates and cost recovery, where the vast 
majority of costs and investments are recovered in a reasonably timely basis. Of course, regulatory lag on 
various issues will remain a factor. As a result, we generally incorporate a view that utilities derive a benefit 
from diversification across state lines, broadening the risk of regulatory jurisdictions and implied recovery lag. 

We tend to view the rates and recovery mechanisms for the vertically integrated utilities as slightly less 
favorable than the T&D and LDC peers, primarily because of the greater uncertainties related to fuel 
commodities and increasingly stringent environmental mandates such as carbon regulations 

Finally, we consider the sector's overall liquidity adequate, although this assumes that utilities will continue to 
enjoy unfettered access to the capital markets. Little evidence to date suggests we should change our views 
regarding access to the capital markets Nevertheless, our assumption represents a major component to our 
liquidity assessments, and ultimately ratings, so unexpected challenges to access could result in a materially 
adverse ratings consequence across the entire sector 

Utilities, in general, have proven capable of issuing senior secured debt in times of crisis-debt that has 
performed extremely istorically in terms of expected loss and recovery values. ' During the most recent 
financial turmoil, mos es had little trouble accessing capital across the entire capital structure. Yet we are 
often reminded that the past is not a reliable indicator of future performance While challenged market access 
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strikes us as unlikely, its effects could be substantial, not unlike the "tail risk often discussed in hedging 
strategies, and possibly resulting in multiple notch rating changes over a very short period of time 

Over the past three years, the principal sub-sectors have produced relatively stable, if modestly deteriorating, 
key financial credit ratios. 

Parent 17% 3.9 17% 3.9 16% 3.7 16% 3.7 

Integrated 21% 4.7 21% 4.6 19% 4.4 19% 4.2 

TEtD 21% 4.6 19% 4.2 18% 4.0 20% 4.7 

LDC 19% 4.5 18% 4.3 18% 4.5 20% 4.3 

CFO / Debt = cash flow from operations before changes in working capital / total adjusted debt outstanding 

While a modest decline in the financial ratios is not alarming today, the breadth of the decline across sub- 
factors is noticeable (with the exception of LDCs) when comparing the more recent results with the historical 
averages We noted the possibility of this deterioration several years ago, when we questioned whether the 
industry's "back-to-basics'' strategy was being retired prematurely, or at least before the originally articulated 
balance sheet goals were reached 

s 
About 50% of the utility sector's rating stems directly from its status as a regulated monopoly that provides an 
essential service to the general population To gauge regulation's influence on the utility sector's ratings, we 
evaluated selected financial credit rnetrics, using the 3-year average financials (2006-2008) for the utility 
sector, and ran them through the rating methodologies for a selected group of large, capital-intensive, 
commodity-exposed industrial peers. Although many of these industrial sectors are also affected by various 
forms of regulation, regulation over profitability is less evident than the utility sector.' 

* These industries may be affected by regulation, but our key interest for the electric utilities is the cost-recovery mechanism, which these other sectors lack 
_ _ _ _ _ _ _ _ _ ~ - _ _ I _ ~ _ _  __-_- " ~~~~" ~ - - - ~ _ _ _ - -  

ii :: *_ July 2009 0 Industry Outlook 0 Moody's Global Infrastructure - U S Regulated Electrlc Utllltles 
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Clearly, based only on the financial metrics, the utility sector would be, at best, a borderline investment-grade 
sector, if not for the regulatory support. The utility parent holding companies would more clearly appear in the 
non-investment-grade range. This is primarily a result of the industrial peers being required to maintain 
RCF/debt ratios of roughly 30% to be considered investment-grade, while utility-sector issuers need only 
maintain ratios above roughly 10% 

We conducted a second exercise, evaluating the selected industrial peer financials within our general utility 
rating methodology framework Again, we only examined the three-year historical average financial ratios and 
excluded all other industry-specific rating factors. As the next table shows, the industrial peers appear to be 
strongly investment-grade when compared to the lower financial metric thresholds held out for utilities on a 
cash flow measure, but less so when evaluated on a capitalization perspective. 

RCF/ Deb t /  Debt /  F C F l  RCF/ Deb t /  Debt /  FCFI  RCF/ Debt / 

Sectors * Debt Capz. EBITDA Debt Debt Capz. EBITDA Debt Debt Capz. 

Airlines -- Ba Ba Caa -- Baa Ba Caa Baa Caa 

Capital Goods Ba A Ba Caa Ba A Baa Caa Aaa Baa 

Chemicals _ _  Ba Ba Caa _ -  Baa Ba Caa Aa Ba 

Coal Ba Ba Ba Caa Ba Baa Baa Caa Aaa Baa 

Oi l  & Gas integrated Ba Ba _ _  _ _  Ba Baa _-  _ _  Aaa Aa 

Paper & Forest Prod. Ba -_ Ba Caa Ba _-  Ba Caa Baa Ba 

Pharmaceutical Ba Ba -_ Caa Ba Ba ._ Caa Aa Baa 

Shipping B _ _  Ba B Ba ”. Baa B Baa Ba 

_-  Ba Ba Caa -- Baa Baa Caa Aaa A Steel 

*Most of these selected groups of comparable industrial peers include 8-12 companies 

Packaging _-  -- Ba Ca -_  -_  Ba Ca A B 

-___ .I-_____ 

Because the regulatory benefit is so critical to our ratings, it tends to represent the most important risk factor 
While we continue to consider regulatory risk a lower risk today, we believe there are potential longer-term 
regulatory risks that could emerge on two fronts 

n Regulatory support for timely recovery could erode; and 

n Regulators could reduce the authorized returns on investments, based on the perception that utilities have 
lower business risks than other industrial sectors and will find it easier to compete for capital. 

Theoretically, regulators could attack the standard cost of capital arguments that assert competitive ROES and other 
returns are necessary to attract capital Our concern is that regulators could attempt to modify their views on the 
appropriate returns, since the sector’s leverage is already benefited by regulation. 

The electric utility industry appears reasonably well-positioned today within its investment-grade rating 
category, despite increasing business challenges Modestly declining financial metrics-a fundamental credit 
negative-could eventually force us into a more negative position for the sector For now, though, we continue 
to incorporate a view that regulators will ultimately provide timely financial relief 

A shift lo a negative outlook could emerge based on our view that few utility management teams are taking 
meaningful steps to strengthen their balance sheets and therefore may not be sufficiently positioned to 
withstand unexpected shocks or challenges to the longer-term fundamental business plan, for its given rating 
category. 

1 -___ ~ _ _ _ _  - ~~ 
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I 
Nevertheless, most utility executives agree with our general view of the pending risks and challenges. They 
also believe they have enough time to assess the situation and gain better clarity about the facts. Our concern 
is if one or more challenges appear unannounced, at exactly the worst possible time. Since there is general 
agreement that these risks are legitimate, we conclude that conservative utility management teams would 
otherwise take precautionary measures to protect their franchise. 

Beyond a widespread management failure to actively strengthen their balance sheets, the outlook for this 
sector could turn negative with a material change in the regulatory environment, which today tends to support 
the utilities' recovery of reasonable costs from ratepayers. We foresee no significant changes in this regulatory 
support at this time but will be carefully evaluating many of the rate case proceedings currently underway, 
including those in Texas, Florida, Virginia, New York and South Carolina 

We evaluated historical financial statements for about 75 vertically integrated electric utilities, creating a 
hypothetical utility to illustrate financial projections over the next 20 years Some of our assumptions 

All revenues come from sales of electricity. 

Volumes rise modestly over the next few years before reversing and remaining flat (0% growth) by the late 
2010s. We believe these volume assumptions reflect a modest economic recovery over the next few years 
followed by flat volume growth associated with energy efficiency programs. 

Total authorized rate increases of 5% per year between 2010-2014, followed by 7.5% rate increases every 
year thereafter 

Fuel and purchase power expenses alternating between 50% and 55% of total revenue every year, 
reflecting the volatility of fuel commodities. This creates some "choppiness" in our financial returns, so we 
illustrate the results of our models with rolling two-year averages. 

Carbon costs begin in 2014 at $5 per ton, increasing to $10 per ton in 2015 and by an additional $2 50 per 
ton annually thereafter. 

Energy efficiency costs, renewable energy costs, and other incremental costs total roughly 3% of revenues 
for the next three years, and 5% of revenues thereafter. We assume all "tracker" mechanisms are 
incorporated into this assumption. Any automatic recovery is assumed to be captured in the annual rate 
increase assumption noted previously. 

Operating and maintenance costs grow by 2% every year 

Annual projected capital expenditures are based on the previous year's depreciation and amortization. 
Capital expenditures will amount to 250% of the previous year's D&A in 2010-201 1, gradually scaling 
down to 125% by 2019 before rising again, to 275% by 2025. These capital expenditure trends reflect the 
sector's need for infrastructure investment-and herd cyclicality. 

We adjust the dividend-payout ratio and the amount of new debt financing (assuming a 6% coupon on all 
incremental new debt) to maintain a general debt-to-capitalization ratio of about 50%. 

As a result of these base case assumptions, our hypothetical utility would generate CFO pre-wlc to debt and 
ROE over the next two decades as illustrated in the next graph" 
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Even allowing for some volatility in the financial ratios, this hypothetical utility would most likely be positioned 
for ratings upgrades This could be based on the continued regulatory support and steadily improving 
CFOIdebt ratios, possibly in the 2014-2015 timeframe, when the visibility over carbon-cost implications is 
clearer, and the majority of the bank credit: facilities have already rolled 

If, however, our base-case assumptions included a more costly carbon impact-for example, doubling our per- 
ton cost estimates to $10/ton in 2014 and $20Aon in 2015, and increasing by $5/ton every year thereafter-our 
hypothetical company’s results would look less robust This utility is likely to suffer modest rating downgrades, 
possibly around 201 1-2013, as CFO I debt ratios approach the 10% threshold before showing signs of 
improvement in 2014-2015. 
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Carbon obviously represents a significant potential risk to this sector’s long-term credit profile. Although we do 
not consider ROE a primary credit driver, we would be concerned if it fell significantly below the 9%-10% range 
over a sustained period the lower the ROE, the greater uncertainty over the sector’s capital allocation and 
stewardship by management teams and boards of directors Presumably, management could look for better 
uses for their capital 

The current economic climate could make it impossible for our hypothetical utility regulators to authorize 
annual rate increases of 5%-7 5%, which is incorporated into our illustration If today’s severe economic 
conditions persist-as we believe they may into 2010, if not beyond-rate increases could eventually spark a 
backlash by both ratepayers and regulators 
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I 
If rate increases were limited to only 3% a year over the next five years, followed by 5% annual increases 
thereafter (versus 5% annual increases over the next five years and 7.5% annually thereafter), there could be 
a material amount of pressure on both the credit, as well as the equity, all other assumptions held constant 
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The utility sector faces three major threats that would increase its overall business and operating risk profile 
For the most part, these risks are not new to the sector, but are arguably downplayed or dismissed Utilities 
have not yet reached a crisis point, but we think these challenges may combine and emerge together in the 
201 1-2013 timeframe, as the majority of the credit facilities expire and the incremental operating costs 
associated with carbon begin to appear As a result, we believe the most effective course of action to protect 
existing ratings (and equity values) is to take active evasive measures and strengthen the balance sheet and 
bolster liquidity reserves. This will not be easy 

As noted previously, the biggest challenge is maintaining a supportive regulatory relationship One component 
of this regulatory risk includes increasingly stringent environmental mandates for carbon and mercury The 
likely passage of some federal law regulating carbon dioxide emissions-possibly as soon as this year or 
next3--could be a fundamental sector-changing event, with unknown effects on balance sheets and liquidity 
Such uncertainties increasingly represent a primary consideration for credlt ratings We are struck by the 
industry’s apparent lack of urgency regarding new, complex and potentially costly carbon rules Moreover, we 
expect incrementally strict environmental mandates over the near to intermediate term concerning mercury, 
NQX, and SOX, among other pollutants Again, though, few utilities appear visibly concerned 

A second big risk stems from the sector’s heavy reliance on unfettered access to the capital markets as a 
component of its liquidity The capital markets have accepted this reliance over many decades, and many 
utility issuers have been all but untouched by the recent and ongoing turmoil in the financial markets Even so, 
the reliance on third-party financing remains a critical risk factor-especially as numerous bank credit facilities 
expire over 201 1-2012 The increasing burden on our overall liquidity analysis may eventually stop us from 
assuming the sector has unfettered access to the capital markets. The dramatic changes in credit availability 
and the financial institutions require some caution. We believe utilities will see their available borrowing 
capacity decrease, possibly by as much as 25%-30%, that tenors will shorten, with two-year facilities more 
widespread than five-year, and that pricing will be substantially higher than today. 

Finally, we are not sure today’s level of authorized cost relief will continue Utilities are among the most capital- 
intensive of all industrial sectors, with aging infrastructures that require constant maintenance and long-term 
capital investment In addition, public policy agendas are influencing utilities’ operating cost structure, which 
will contribute to increasing rate pressure. Utilities will find it increasingly difficult to balance a need for higher 

ew environmental mandates will take effect around 2012-20 13 
____Ip____-_.___ 
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rates with the ability to post returns that attract new capital investment At some point, ratepayers and 
regulators may begin to resist these higher rates. 

~ - -  -- 

All of these pressures indicate that there is pressure for higher electric rates, and we believe consumers and 
ratepayers may eventually complain to their elected officials Once this inflection point is breached, the political 
and regulatory reaction will represent a major, fundamental and highly uncertain risk for the sector. 

Regulators might find it increasingly difficult to authorize steadily increasing rates, especially in today's 
uncertain economic climate. No one knows how big an increase consumers can absorb; in any case the size 
would vary by location. 

Even so, gasoline prices offer a look at how consumers react once this inflection point is reached, when $4-a- 
gallon gasoline in 2008 led to a distinct shift in behavior among U.S. motorists That shift still persists a year 
later, even with gasoline prices much lower nationwide 

Although we acknowledge that electricity volumes are more inelastic than gasoline, we attempt to illustrate the 
possible IJ S consumer inflection point regarding electric rates. Our illustration begins with average household 
income in 2007. We subtract about 30% to reflect state and federal taxes and other primary deductions. The 
result is average disposable household income. We then compare the average annual utility bill to the average 
disposable household income, and arrive at the average electric bill as a percentage of disposable household 
income. As of 2007. this ratio was about 3 4% 

While no one claims to know exactly at what point consumers will begin to object to higher electric rates, we 
believe this inflection point is crossed roughly when the electric bill reaches 5%-10% of disposable income 
This would imply annual electric bills of about $3,500-$1,800 from the current $1,200, and total aggregate rate 
increases of roughly 100%-50% over the existing national average of 10.65 cents per kwh. 

y higher utillit 
iically volatile 

If U.S. household outlays for electric and gas bills advance by 20% annually between 2010-2012, they 
would represent a record 4% of disposable personal income (DPI) by the end of that period. Aggregate 
outlays on electric and gas rose by 21.3% annualized on average during the three years that ended in 
the first quarter of 1977, while spending on electric and gas rose no higher than 2.8% of DPI-mostly 
because DPI grew by a comparatively rapid annual 9.9% on average 

By contrast, U.S consumers would be enraged if their overall electric and gas bills soared more than 
20% annualized during the 2010-2012 period if DPI rose by a much slower 1.8% annually, on average. 
DPI growth could indeed be this low, based on expectations of a soft U.S. labor market subject to 
competitive pressures from workforces in China and India-a marked contrast from 1977, when 
American workers were not yet subject to wage pressures from competitively priced labor in the 
emerging markets 

Consumer spending on gasoline and fuel oil soared by 26% during the 12 months that ended 
September 2008 These prices became a political issue, even though DPI rose at a relatively normal 
5.3% during this period. Any sharp acceleration of energy costs amid decidedly weak income growth is 
likely to spark political discord 

Sources. John Lonsli, Managing Director, Moody's Capital Markets Research Group, National Income 
Product Accounts (NIPA) 
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Six months into the Obama administration, legislation concerning federally mandated carbon dioxide 
regulations-the American Clean Energy and Security Act of 2009 (ACES), also known as the Waxman- 
Markey bill-has passed the House, and now resides with the Senate The vast majority of our industry 
contacts-utility executives, regulators, legislators, bankers, consultants, and investors alike-feel that carbon- 
emission restrictions are now inevitable. Most expect the passage of some form of carbon-emission limits in 
2009 or 2010, with actual implementation likely around 2012-2013. 

But few market participants claim to understand the intricacies of the current version of the bill, and in any 
case, details will continue to change as the bill goes through the Senate (and eventually the House-Senate 
reconciliation process, if it passes). But we note that any version of ACES that becomes law could place a 
steep cost-burden on the electric utility industry, which relies heavily on emission-producing coal and natural 
gas. 

The current legislation aims to achieve a 17% reduction in carbon emissions by 2020 from 2005 levels, and an 
83% reduction by 2050. Assuming the electric utility sector was responsible for about two-thirds of the 6 trillion 
metric tons of carbon produced in 2005, the sector would have to reduce its own carbon emissions by about 1 
trillion metric tons by 2020 Estimates for the industry's carbon emission costs vary widely-from roughly the 
mid-single digits initially ($5/tOn) growing to anywhere from $25/ton to $100/ton by 2025. We anticipate that the 
costs will begin at about $5/tOn, increase rapidly to about $10/ton, and then rise at a modest but steady annual 
$2 50lton. 

1 

We believe carbon-emission taxes could threaten some utilities' liquidity For a simple utility that sells 20 Twh's 
of electricity, with 50% generated from coal and 25% from natural gas, the costs of carbon might range from 
$60 million-$300 million annually (assuming carbon taxes of $5/ton-$25/ton). Although we accept that most 
issuers would be able to recover their carbon costs from ratepayers, the timing related to any potential 
recovery remains unclear. This could put significant pressure on an issuer's liquidity position; in the current 
environment, this presents a material concern 

This assumes that the electric utility sector must reduce its own carbon emissions by the same amount as the overall mandate-i e , by 17% by 2020) 
- _ _ _ - ~  ___________ 
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From a credit perspective, we believe the carbon-emission legislation poses a major risk for the sector, 
primarily because of its complexity and apparent implications to liquidity The legislation may become less 
imposing for the utility sector as it makes its way through the U S Senate, in part based on the sector's 
effective lobbying efforts But the bill's complexity creates an expectation that a utility's financial statements 
could become less transparent with respect to these costs and their overall financial implications-a credit 
negative 

About 10% of the sector's $110 billion of credit facilities are expected to expire around October 2009, with 
anather 10% expiring in April 2010 The remainder is due to expire in 2011 and 2012 

We believe the turmoil impacting the financial institutions will remove about 30% of the utility industry's current 
available credit which will drop overall liquidity capacity to roughly $77 billion from about $1 10 billion-a drop 
of about $30 billion That is a lot of credit capacity coming out of the system 

The mattirities of these credit facilities are most likely be in the 1-2 year tenor, More restrictive covenant 
packages, and possibly even material adverse-change clauses, may become more standard 

I 
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The capacity reduction results in a roughly $33 billion of liquidity sources removed from the system. Several 
utilities-including DTE Energy, FPL Group, NICOR, Southern and TECO Energy-have been reasonably 
successful in rolling over near-term credit facilities. Liquidity appears more challenged for others, such as AEP 
and Duke Energy. Ultimately, we believe the issue is one of pricing, not capacity availability. 

No one knows how much carbon costs will impact working capital, and therefore liquidity. We would be 
concerned if more stringent borrowing restrictions and financial covenant requirements conspire to challenge 
the sector's ability to borrow on its facilities. 

Two key issues sum up the unknowable effect of these potential emissions costs: How utilities will plan their 
long-term investments in this environment, and what their projected financial statements show. 

In our last industry outlook we reviewed the 2007 funded status of pensions for several utilities. Based on 
these numbers we estimated that the utility sector might have exposure of upwards of $40 billion in under- 
funded pensions at the end of 2008 The actual pension disclosures indicated a modestly lower exposure, at 
$33 billion or a 73% funded status While this funded status is better than we estimated it is by no means 
reason to celebrate. 

From a credit perspective, Moody's treats under-funded pension obligations as a debt equivalent. As such $33 
billion of additional debt equivalents clearly adds downward pressure to the credit ratings of some utilities. 
However, large pension under-funding in isolation did not lead to a broad wave of rating downgrades but were 
a factor in some downgrades, and will likely be a factor in future rating actions. 

An important determinant in the rating impact on affected issuers is the magnitude of cash required to meet 
increased funding obligations relative to the company's liquid resources. Pension funding requirements are 
governed by the Pension Protection Act of 2006 (PPA), which became effective in 2008. A required 
contribution must be paid within 8.5 months of the close of the plan year As plan years begin one day after the 
fiscal year closes this would mean that a company with a December 31,2008 year end may have until 
September 15, 2010 to make its contribution. However, companies' plans which were under-funded in the prior 
year compared to the PPA transition thresholds must make quarterly contributions in the current year. 

While the PPA is very strict in many regards, there is same flexibility regarding required quarterly contributions. 
If a plan sponsor previously made voluntary contributions, which are referred to as prior year credits, it may be 
able to defer some or all of the required quarterly payments until the next year. Specifically if the plan is at 
least 80% funded in the current plan year it may be able utilize its prior year credits to defer payments What 
these provisions effectively mean is that many plans which were in decent shape at the end of 2007 could 
push 2009 contributions off until 2010. If funding levels do not increase by the end of 2008, a utility might be 
required to make two years of contributions in 2010. Several may be positioned to push Contributions off until 
201 1, but eventually the contributions will be made. We observe that many utilities are using prior year credits 
to delay funding requirements until 2010. 

As the year draws to a close and we get some insight into probable 2009 funding levels we will take a very 
close look at potential liquidity issues due to large pension contributions in 2010 and 201 1. This potential use 
of liquidity could become more of a concern depending on the state of the credit markets at this time, and the 
success utilities have in managing their liquidity sources. 

The electric utility sector depends on long-lived physical assets and long-term planning-both of which pose 
challenges for companies' business and operating risk profiles Changes to federal and state policies over 
base-load requirements and emission regulations can wreak havoc on utility managers' ability to plan and 
invest 

See Special Comment, "Managing Ratings With Increased Pension Liability," March 2009 
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Moreover, the apparent solutions to several of the sector’s challenges-renewables, smart grids, efficiency 
measures-may raise near-term costs for consumers In essence, it is easier to maintain the status quo (and 
continue polluting with carbon-based fuels) than to change consumer behaviors The up-front costs have to be 
authorized for recovery and amortized over a longer-term period of time, thus creating challenges for 
consumer acceptance Of course, it is difficult to estimate the unintended consequences associated with 
burning those carbon-based fuels. 

Nevertheless, we know consumer behaviors can change quickly, as the makers of horse-drawn carriages, 
typewriters, videocassettes, or even SUVs can attest Although consumers may be slow to risk their own 
personal comfort by changing their use of an essential service like electric power, few analysts think the 
electric utility sector is immune to the risks of changing technology. 

Federal initiatives associated with renewable energy standards also cause us some concern We believe a 
material increase in renewable energy sources can create challenges with transmission grid operators, 
primarily because they cannot be scheduled The greater the percentage of renewable resources used to 
generate power, the likelier we are to see “problems” for grid operators-and thus higher costs for ratepayers 

Historically, we have held that utilities manage their financial positions in a relatively conservative manner- 
that safe and reliable service is fundamental to their business plans and that they need healthy, regular 
infusions of debt and equity to fund their sizeable negative free cash flows. 

Most of our issuers expect Washington to impose some form of carbon tax over the near- to intermediate term. 
Whether enacted this year or next, few believe it will disappear But we believe utilities tend to downplay the 
magnitude of the potential risks from such legislation, with managements continuing to assume they will see 
the appropriate regulatory relief to cover their costs. Today, we continue to believe that prudently incurred 
costs and investments will be recovered, but we do not consider future cost-recovery a given. The uncertain 
economic climate clouds our visibility regarding these assumptions. 

The sector needs significant capital to refurbish its infrastructure, implying sizeable negative free cash flows 
that must be financed in the capital markets. But credit availability is now tighter and costlier than even a year 
ago, and may remain this way indefinitely. Today we believe the sector will maintain unfettered access to the 
capital markets, and that expiring credit facilities will be rolled over into new facilities without a material 
reduction in capacity. 

Regulators continue to scrutinize authorized ROES, and intervenors increasingly feel that trackers and other 
recovery mechanisms can lower a utility’s business risk profile. We expect to see growing tension between 
utilities-which need financial relief for increasing costs and investment-and consumers, whose tolerance for 
higher rates may be tested further in a poor economic environment. 

Since few, if any, industry participants disagree with the risks identified in this report, we are somewhat baffled 
that utility management teams seem reluctant to proactively strengthen their balance sheets in the face of 
such challenges. In essence, we are talking about protecting the ultimate franchise of the utility’s service 
territory and their ability to assure a safe and reliable essential service. 
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Our central outlook for the global economy has worsened since late last year, now taking the shape of a hook 
when plotted on a graph, as opposed to a "U 'I 

This means we expect that the global recession this year will be deeper than we thought six months ago and 
that it will be followed by a slow and painful recovery for most economies in 2010, not a steep rebound, as 
previously thought 

We also can't rule out the risk that the global economy will follow a darker path, the downside scenario 
described below The central and downside scenarios both begin with a severe downturn. It is the shape of the 
recovery that distinguishes them 

Central scenario (hook-shaped recovery): The prospect for a robust recovery is bleak, taking the shape of a 
hook The U S economy could shrink between 2% and 3% in 2009, before expanding 1% to 2% in 2010- 
meaning that once the recovery takes shape, growth will be tepid at best 

Implications for the industry: Our stable outlook on the U S. regulated utilities industry incorporates this 
view 

Downside scenario (L-shaped recovery): A recovery in 2010, if one emerges, takes the shape of an "L"- 
signifying years of little or no economic growth for most major economies. 

There is a real risk of this happening. But it. is too early to adopt this scenario as our base case because it is 
too early to tell whether fiscal and monetary stimulus policies are working Some signs should emerge this 
summer. Odds are the fiscal packages will limit the damage. 

Implications for the industry: Worsening U.S. unemployment adds to pressures on consumers, and 
commodity prices begin to rise, increasing bills for ratepayers The hardship that some consumers face in 
paying their monthly bills creates political pressure against utilities. Regulators begin to question more closely, 
and in some cases deny, the utilities' requests for cost recovery, putting pressure on the companies' revenues 
and cash flow. Access to capital deteriorates and liquidity becomes a concern. 

For the full report, published by the economists at Moody's Global Financial Risk Unit on May 6, 2009, 
please click here. 
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Source: BEA EIA Moody's Estimates 
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$44,356 

$67,576 

$49,370 

$52,506 

$51,277 

$48,497 

$54,210 

$49,174 

$62,993 

$50,235 

$43,655 

$47,205 

$50,783 

$48,908 

$58,463 

$60,508 

$46,418 

$47,390 

$59,161 

$49,099 

$42,091 

547,894 

$47,453 

$46,005 

$65,630 

$48,437 

$48,944 

$54,058 

$48,641 

$43,216 

$42,799 

$37,470 

$40,641 

$31,049 

$40,656 

$34,121 

$47,303 

$34,429 

$34,559 

$39,014 

$36,754 

$35,894 

$33,948 

$37,947 

$34,422 

$44,095 

$35,165 

$30,559 

$33,044 

$35,548 

$42,356 

$34,236 

$32,493 

$40,924 

$33,173 

$41,413 

$34,369 

$29,464 

$33,526 

$33,217 

$32,204 

$45,94 1 

$33,906 

$34,261 

$37,841 

$30,251 

$34,049 

9.25 

8.15 

9.18 

9.12 

7.26 

7.75 

14.88 

6.36 

10.21 

14.42 

10.12 

10.87 

8.19 

14.05 

7.59 

15.18 

8.19 

8.77 

11.18 

7.30 

14.14 

9.45 

8.07 

16.23 

14.15 

8.74 

9.57 

6.73 
16.52 

8.26 

11.89 

7.69 

10.95 

17.10 

11.82 

8.58 

9.10 

1 .a% 
2.1% 

2.3% 

2.3% 

2.3% 

2.4% 

2.4% 

2.4% 

2.4% 

2.6% 

2.6% 

2.6% 

2.7% 

2.7% 

2.7% 

2.7% 

2.8% 

2.8% 

2.9% 

2.9% 

2.9% 

2.9% 

3.0% 

3.0% 

3.0% 

3.1% 

3.1% 

3.1% 

3.1% 

3.2% 

3.2% 

3.4% 

3.4% 

3.6% 

3.7% 

3.7% 

3.8% 

$0.251 

$0.195 

$0.204 

$0.202 

$0.158 

$0.163 

$0.312 

$0.133 

$0.210 

$0.280 

$0.194 

$0.206 

$0.154 

$0.260 

$0.140 

$0.277 

$0.145 

$0.155 

$0.128 

$0.192 

$0.242 

$0.161 

$0.137 

$0.269 

$0.233 

$0.143 

$0.155 

$0.108 

$0.264 

$0.131 

$0.120 

$0.176 

$0. 162 

$0.236 

$0.160 

$0.115 

$0.121 

172% 

139% 

122% 

122% 

117% 

111% 

110% 

109% 

106% 

94% 

92% 

90% 

88% 

85% 

84% 

82% 
77% 

76% 

75% 

71% 

71% 

70% 

69% 

65% 

65% 

64% 

62% 

60% 

60% 

58% 

48% 

48% 

38% 

56% 

3 5% 
34% 

3 3% 

7.9% 

6.0% 

8.1% 

7.5% 

9.2% 

5.3% 

6.5% 

8.0% 

14.2% 

11.3% 

10.3% 

9.0% 

7.8% 

11.3% 

5.4% 

10.3% 

10.6% 

7.1% 

5.1% 

10.0% 

9.1% 

5.8% 

5.4% 

8.7% 

7.9% 

7.1% 

10.8% 

8.9% 

9.8% 

8.5% 

8.9% 

7.3% 

10.7% 

7.0% 

10.9% 

6.5% 

9.7% 
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U.S. Regulated Electric [Jtilities 

Source: BEA EIA Moody’s Estimates 

Kentucky $39,452 $27,616 7.34 3.9% $0.095 29% 10.2% 

Connecticut 

Delaware 

$64,141 $44,899 19.11 3.9% $0.245 28% 8.1% 

$54,589 $38,212 13.16 4.0% $0.166 26% 8.0% 

Arizona $47,215 $33,051 9.66 4.0% $0.121 25% 8.7% 

Arkansas $40,795 $28,557 8.73 4.1% $0.106 22% 8.2% 

Hawaii $64,022 $44,815 24.12 4.2% $0.285 18% 6.8% 

North Carolina $43,513 $30,459 9.40 4.2% $0.111 1 8% 10.3% 

South Carolina $44,213 $30,949 9.19 4.3% $0.107 16% 10. 7% 

Tennessee $41,195 $28,837 7.84 4.4% $0.089 1 4% 9.8% 
FLorida $45,794 $32,056 11.22 4.9% $0.115 2% 10.0% 

Alabama $42,212 $29,548 9.32 4.9% $0.094 1% 8.8% 

Louisiana $41,313 $28,919 9.37 5.0% $0.094 1% 7.3% 

Texas $46, 05 3 $32,2 37 12.34 5.2% $0.118 -4% 7.8% 

Mississippi $37,279 $26,095 9.36 5.4% $0.086 -8% 11.4% 

National $50,233 $35,163 10.65 3.4% $0.157 47% 8.6% 
- 

*Assumes implied maximum electric bills of 5% of calculated household disposable income 

~ ~ _ _ _ _ _  I ___- _______ _______ 
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Industry Outlooks 
o 

0 

1J.S Investor-Owned Electric Utility Sector, January 2009 (1 13690) 

North American Natural Gas Transmission & Distribution, March 2009 (1 15150) 

U S Coal Industry Outlook Six-Month Update, April 2009 (116778) 

EMEA Electric and Gas Utilities, November 2008 (1 12344) Q 

Special Comments 
0 

0 

0 

tl 

r3 

0 

0 

0 

0 

0 

0 

0 

0 

Right-Way Hedging for Power Companies, June 2009 (1 17978) 

New Nuclear Generation. Ratings Pressure Increasing, June 2009 (1 17883) 

Texas T&D Utilities" Low Business Risk, but Credit Challenges Remain, June 2009 ( I  17479) 

Proposed Wider Notching Between Certain Senior Secured Debt Ratings and Senior Unsecured Debt 
Ratings for Investment Grade Regulated Utilities, May 2009 ( I  16748) 

Carbon Risks Becoming More Imminent for U.S Electric Utility Sector, March 2009 (1 15175) 

Managing Ratings With Increased Pension Liability, March 2009 (1 1501 1) 

Near Term Bank Credit Facility Renewals To Be More Challenging For U.S. Electric And Gas Utilities, 
January 2009 (1 14031) 

Investor-Owned Electric Utilities in Ohio, January 2009 ( I  14137) 

Carbon Dioxide: Regulating Emissions Following a Long and Winding Road, November 2008 (I  12822) 

U.S. Investor Owned Electric Utilities Somewhat Insulated (but not immune) from market stress, 
September 2008 (111891) 

New Nuclear Generating Capacity, Potential Credit Implications for U S. Investor Owned Utilities, May 
2008 (1 091 52) 

EU Climate Change Strategy, May 2008 (108846) 

Decommissioning and Waste Costs for New Generation of Nuclear Power Structures, May 2008 (109086) 

New Generating Capacity in a Carbon Constrained World, March 2008 (107453) 

To access any of fhese reporfs, clic/c on the entry above Note that fhese references are current as of the date of publication 
of this report and that more recent reports may be available All research may not be available to all clients 
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Shubhra Bhatnagar 

CREDIT RATINGS ARE MIS'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEET OR DEET-LIKE 
SECURITIES MIS DEFINES CREDIT RISK AS THE RISK THAT All1 ENTITY MAY INOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME 
DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING GUT NOT 
LIMITED TO: LIQUIDITY RISI<, MARKET VALUE RISK. OR PRICE VOLATILITY CREDIT RATINGS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT 
CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, 
SELL, OR HOLD PARTICULAR SECURITIES CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR 
INVESTOR MIS ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAI<E ITS OWN STUDY AND 
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE 

0 Copyright 2009, Moody's Investors Service, l i ic and/or its licensors and affiliates including Moocly's Assurance Company, Inc (together, "MOODY'S')  All rights 
reserved A L L  INFORMATlON CONTAINED HEREIN IS PROTECTED B Y  COPYRIGHT L A W  AND NONE OF SUCH INFORMATION M A Y  B E  COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED 
FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR B Y  ANY M E A N S  WHATSOEVER, B Y  ANY 
PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from SOLII'C~S believed by it to be accurate 
and reliable Eecause of the possibility of human or mechanical error as well as other factors, however, such inforination is providecl "as is" without warranty of any 
kind and MOODY'S, in particular, nhaltes no representation or  warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability or  fitness 
for any particular purpose of any such information Under no circunistances shall MOODY'S have any liability to any person or entity for (a) any loss or  damage in 
whole or  in part caused by, resulting from, or relating to, any error (negligent or otheiwise) or other circtlmslance or contingency within or outside the control of 
MOODY'S or any of its directors, officers, employees or agents in connection with the procurement, collection. compilation, analysis, interpretation, communication, 
publication or delivery of any such information, or  (b) any direct, indirect, special, consequential, compensatory or  incidental damages whatsoever (incltiding without 
limitation. lost profits), even if MOODY'S is advised in advance of the possibility of such clamages, resulting from the use of or inability to use, any such information 
The credit ratings and financial repotting analysis observations, if any, constituting part of the information contained lierein are, and must be construed solely as, 
statements of opinion ancl not statements of fact or recommendations to piirclhase. sell or l iold any securities NO WARRANTY, EXPRESS OR IMPLIED, AS TO 
THE ACCURACY, TIMELINESS, COMPLETENESS, ROERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE O F  ANY S U C l i  RATING OR 
OTHER OPINION OR INFORMATIOQI IS GIVEN OR M A D E  B Y  MOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each rating or  other opinion must be 
weighed solely as one factor in any investment decision macle by or on behalf of any user of the information contained herein, and each such user niust accordingly 
make its own study and evaluation of each security ancl of each issuer and guarantor of, and each provider of credit support for, each security that it niay consider 
put-chasing, holding or  selling MOODY'S hereby discloses that most issuers of debt securities (including corporate end municipal bonds, debentures, notes and 
commercial paper) and preferred stock rated by MOODY'S have. prior to assignment of any rating, agreed to pay to MOODY'S for appraisal and rating sewices 
rendered by it fees ranging from S 1,500 to approximately $2,400,000 Moody's Corporation (MCO) and its wholly-owned credit rating agency subsidiary. Moody's 
Investors Service (MIS), also maintain policies and proceduies to address the independence of MIS's ratings and rating processes Information regarding certain 
affiliations that may exist between directors of M C O  and rated entities, and between entities who hold ratings from MIS and have also ptrblicly reported to the SEC 
an ownership interest in MCO of more than 5%. is posted annually on Moocly's website at www moodys com under the heading "Shareholder Relations - Corporate 
Govei-nance - Director ancl Shareholder Affiliation Policy " 
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Kentucky Power Company 

REQUEST 

Refer to tlie Avera Testimony at page 13. 

a. Provide copies ofthe documents referenced in Footnotes 15-16. 

b. Footnote 17 does not appear to be timely. Provide the most recent Standard & Poor’s 
Corporation reports regarding credit issues affecting the electric utility industry. 

RESPONSE 

a. Copies of the above-referenced articles are iiicluded in Dr. Avera’s workpapers, copies of 
which are provided 011 a CD in respoiise to ICIUC 1 st Set, No. 1. 

b. A copy of the most recent S&P publicatioii addressing the top ten credit issues 
confronting electric utilities is attached. 

WITNESS: William E. Avera 
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Priniary Credit Analyst: 
John W Whitlock, New York (1) 212-438-7678: jolin_cvliitlock@standardandpoors corn 

.- Table Of Contents 

Credit Coiiceriis 

www.stan darda~irlpaors.con~/ratingsdirect 



I<PSC Case No 2009-00459 
Staff 2"' Set of Data Requests 
Order clated February l 2 ,  2010 
Item No i G  
Page 3 of 7 

Electric utilities 
Regulated U.S. electric utility coiupanies face many issiies io 2010, iiicluding uncertainty about carbon regula tion, 
redtrced demand for two coiisecriti\ie years, shifting capital expenditure plans, aiicl iiiiiiie~o~is regulatory proceediilgs. 
Below we preseiit our views regarding issties raised in many  oE tlic questions we receive about issuer credit: quality 
aiicl the industry. 

Credit Conceriis 
What impact docs the Dcceiiiber 2009 Environmental Protcctioii Agcncy 's (EPA) endangerlimit finding 
that grecnhouse gas cmissiotis need to bc regulated dirough the Clean Air Act have 011 electric utility 
credit quality? 
I11 tlie near tcriii, we believe the F,PA ruling will h a x  miiiiiiial effect 011 electric utility credit. Longer tern], the ruliiig 
increases the likelihood that a plan to restrict or tax carbon-based eiiiissions will gain traction in the IJ.S. Congress 
arid legislators will forge a coiiseiisus, Whether tha t  happens in 2010 is uiicertaiu, given the difficulty in reaching 
agreemelit OLI healthcare and rhe loomitig midterm national elections in Novetiiber. 

We belicvc costs will likely rise to meet whatever mandate Washington establishes. For regulated electric utilities, 
Stanclarcl Lk Poor's liatings Sexvices continues to believe that ratepayers will bear the costs associated with reducing 
carbon eiiiissioiis ~itilities will recover their costs through state regulatory proceedings. Ultimately, tlie dollar amount 
of the costs and the timeliness in recovering the money spent will be iniportant factors affecting our  view of a 

utilitp's credit quality. 

Interestingly, in the past few moiitlis sevcral electric provitlers, iiicludiiig American Electric Power Co. Inc., Duke 
Energy Corp, Escloii Corp., aiid Progress Eiiergy IIIC., h a w  annouiiced plans to close coal facilities ii i  part as a 
symbolic response to tlic EPA's action ancl in  consideration tliat future coal restrictions would make these plaiits 
mecoiioinic. 

Has the recession caused elcctricity dciiiaiid to dccliiie permaneiitly? 
\Vc believe it's lilcelg that t11ei.e lias been solile perinaiient loss of induscrial load due to the shutdown of plai~ts,  
especially those associated with the auto inclustry. Tlie average loss is around 10% inclustrywide, with several 
pockets of acute wealcness, cspecially in haic l -h i t  Micliigaii, whcrc Detroit Edison liacl a 2.5% drop. 

With triieniployinent iiationally above l o % ,  it's too early to tell if dciiiaiicl reduction for iesiciential anrl coiiiinercial 
ctistoiiiers will continue. Sales Iiave falleii for two c o n s c c ~ i t i ~ ~ .  years. A lethargic economy i n  2010 may tlaiiipen 
electricity sales growtli, ivhicli lias closely follo~red GDP growth during previous recoveries. 

Greater cnergy awareiiess by consiiiiiers may itltiiiiately recluce dcinancl meaningfully in the future. Smart-metering 
experiments by rnany electric titilities, includirig PPL Coip, and Pacific Gas and Electric Co., are a first step in 
sending price signals that coiild change ciistoiiier behavior. In addition, government inceiitives for siiiart energy went 
to several electric utilities, iiiclutlitig Duke Eiiergy, Florida Power ck Light Co., Progress Energy, Centerpoint Energy 
Tnc., and PECO Energy CO. 

Stanclard & Poor's I RatiiigsDirect o n  the Glohal Cretlit Portal I January 22,2010 
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How are regulators responding to cost pressures cxacerbated by tlic ccoiioinic malaise? 
Early rulings by regiilatory conimissioiis ;ire slioiving iiii.xecl results thus far in 2010. We coiitiiiiie to analyze each 
decision on a coiiipaiiy-by-coinpaiiy basis, concentrating on the long-term credit iiiiplicatioiis and cash flow iiiipact. 

Recent esaiiiples iiiclucle Michigaii wheie Iegulatois glanted DTE Eiiergy Co, a constructive rate order. Iiiipoi tantly, 
approved iniplementatioii of reveiiiie "decoupliiig" (tlie instilation of a utility's financial health froin tlecliniiig sales 
due to  conservation and other factors) mid aii iiiicollectible rider slioulcl help stem cash flow attrition in Michigan. 
Conversely, Florida regulators sharply iecluced rhe dollar amounts reqiiested foi base rate increases for Florida 
Power Gorp. and Florida Power R Light, leacling to negative CretlitWatch listings for both companies. An overbuilt 
real estate market, rising uiieinploynient, projections of slonr econoiiiic gtowtli, and a populist message by tlie 
Florida goveriior wcic all factors in tlic rate-case otitcoiiics, 

l?.coiiomic v\~ealaiess i s  anotlier cliallenge to managing regulatory risk. Many coiiipaiiies have authorized rccovcry 
riiechanisms for fuel, trackers for pension and iriicollcctible expenses, and passing costs for renewable energy wiiid 
awl solar projects through to ciistoiiieis. Kk view all of these adjiistors as coiidiicive for credit quali ty because they 
can geiierally liclp to  smooth cash flows and  keep balance-sheet deferrals to manageable lei7cls. 

What type of Fcdcral governnicnt support can thc iiidust-ry expect? 
With President Obania's coiiiniitiiieiit to newer aiid greener energy, we would expect that renewable energy will 
continue to receive favorable tieatmeiit from \Vdiington. In January 7010, the Feds announced a $2.3 billion clean 
energy iiiaiiufacturing tax credit. Renewable teclinologies, such as wind, solar, carbon dioside captiire aiid 
sequestration, and intelligent traiismission grids are soine of the areas that niay benefit. 

Greater disbursements from the Dept. of Energy (DOE) could also be a source of support. The DOE established its 
loan program in 2005, but rtilemalcing delays and h i d i n g  appropriations prevented disbursements until 2009, wlien 
a solar panel inanufacturer received $SIS million. Additional projects a re  in the queue, including several new 
nuclear plants. 

1% bclicve iiicentive ratemaliing from tlie Federal Energy liegulatory Commission for inteistate transmission 
projects is another plus from a credit perspective for electric utilities. The FERC's authoiizecl retiirns on equity have 
trended in excess of 100 basis points above rate-base investments in most cases. O u t  expectations are that electric 
utilities will continue bencfitting giseii thc FERC's coiiiniitiiieiit to national ttansniissioii expansion and the growing 
need IO deliver reiiewiblc energy to load centers. 

Will regulated electric utilities continuc to be able to access capital markets in 2010? 
\Ve cspect that regulated electric utilities will be able to access debt and equity mailtets tliroiigliout 2010 due to the 
industry's ctirrent solid investmen~-gradc piofile aiicl fixed assets with substaiitial collateral value. 

Debt issuance for the sector was robust for 200s and  2009, with utililies issuing $SO billioii in aggregate. Volume 
for 2010 liltely will be lower given the amount of early i.efinancings completed in 2009 and upcoining maturities 
totaling less tltaii $20 billion for tlic year, Curtailment of growth projects also ieduces the iiecd for capital. 

Tackling tlie renewal of expiring credit facilities will be a priority item in 2010 for iiiany electric utilities. 
M a  in ta in  i ng adeclci a te I iqii i d i t y is a n i nip or t a i i  t cr ed it fac t o r. 
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What do you expect f rom commodity prices? 
Natural  gas has  bouiiced back from its Septenibei 2009 trough of $2.50 pcr thousand cubic feet, sceadily rising to 
iiiorc tliaii double tha t  aiiiouiit as the winter lica tiiig season started. Incrcased supplies from shale productioii, 
cor i s idc~~ble  gas reserves in storage, and lower clciiiancl from electric utilities will liltely keep piices in check i n  2010. 
However, short-term price volatility from iiuiiierous possibilities, inclucliiig a sharp cold snap, a SLiiiimer lieat wave, 
or supply rlisr LiptioIi, is alniays possible. 

Coal production is pegged LO be higlier in 2.0 IO despite higlier stockpiles. With iiiuch of the supply locltecL in iundcr 
high-price contracts, prices remain elevated at  more than $50 per ton $01 Central Appalacliiaii Basin coal. Several 
utilities liad inore tliaii a 50-day supply on hand eiitering the winter, including large coal burner Aiiieiican Electric 
Power, With inariy of the coiltiacts expiring tliis year, longer-term the fundameiitals point to lower coal costs for 
electric utilities in the faturc. 

How iiiucli renc\.vable capacity will utilities iiistall in 2010? 
Projections from Global Eiiergy Soliitioiis and Eclisoii Elcctiic Institute arc For about 3 gigawatts (GW) of wiiid and 
solar to become operational in 2010. This amoiiiit would be on par with 2009 and less than 200s (6 GW) a i d  2007 
(5 GW) totals. Difficulty iii obtainiiip fiiia~iciiig, reduced ciistomer demand, a id  reluctance by electric utilities to 
cnter iiito long-term purchase power agreemcii ts held back installatioiis, 

For newbuilds, wind lias been the Ieadcr in renewable capacity, but advances iii solar panel and related technology 
iviH likely boost solar capacity aclditions i n  coiiiing ycars. Currently, renewable sources represent iiiore than S% of 
iiistalled capacity; Iiydroclcctric, wood, and biofuels are tlie preclomitiant sources. If utilities adopted a national 
renewable portfolio staiidard of 1.5% by 2020 as some in Washington liave proposcd, a large aiiiouiit of capital 
speneling for wi i ic l  and solar projects, some by the utilities tiiemselves, \voulcl be iieedetl to iiieet this malidate. 

W h a t  level of capital expenditures do you expect? 
We curreiitly expect that capital budgets will focus oii iiiaiiitenaiice and reliability projects for the iiiost pait as 
electric utilities pare back their growth capital. Estimates are that the industry spent about $ S O  billioii in 2009 and 
will speiid a similar figiirc i i i  2010. 

Utilities have scaled back or caiicelled several laiger projects, incluciiiig the $1.6 billion Big Stone coal plant in South 
Dakotxi, Americaii Electric Ponier's and Allegheny Energy's $3 billion PATH transmission project, aiid PEPCO 
I-loldiiigs Inc.'s $1 billion AtIAPP transmissioii project. 

L.onger-term, thc iiicliistry has a lo t  of capital projects looming, especially for potential carbon compliance, 
renewable capacity, and transmission extensions and builcloiits. 

What are the ciirreiit prospects for nuclear power? 
W e  believe the prospects for nuclear power ale flat. Many esistiiig operators continue to seclc license estensions (32 
approvals aiid 12 applications under review) a n d  increased output through turbine advances. The saga of waste 
storage aiicl Yucca i\launtaiii continue to be an unresolved pioblem for the industry, but, in our view, tlic real issues 
holding back derclopiiieiit are slaclcening clemand for electricity a i d  reluctance to rely on unpreclicrablc capital 
111~1~ket5 to support large projects with Ioiig lead times. 

Support in \V:ishingtoii for a build-out of new iiuclear unirs lias been primarily in thc form of a promise of DOE 
loans. At piesent, the cledicatecl amount of $IS..S billion may b e  enough to fund rwo iiew nuclear plants based on 
some costs estimates, The clollar cost coiiiparetl with thc csistiiig assets base aiitl tnarkct value for the Itugest electric 

Stanciaid & Poor's 1 RatingsDirect 011 tile Global Crctlit Penal I January 22.2010 
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utilities is clearly a coiistixiiit. 

At present, several electric utilities inclucliiig SCANA Coip and Southern Co. ale still going forwarcl with platis to 
build new iiuclear units; in-service dates are still eight to I O  years away. rI1 our view, any regulated elecriic utility 
that proceeds on the path to construction must have slate political siipport, a legislatively approved cost Yccowzry 
framewoilc, a n d  financially viable partiiers in place before spend a sizable aiiioiiiit of clollars to liiiiit credit quality 
erosion. In addition, we will consider wlietlicr utilities are liltely to recover financing costs as they occlir, which 
\vould minimize defeirals and balauce-sheet weakiiess, and ultimately preserve credit quality. 

Will iicw accounting rules in the U.S. affect ally electric utility rat ings? 
W e  expect t h a t  accounting rille changes related to affiliates bciiig corisoliclated oilto the balancc sheet in 2010 will 
not have any iinpacr on electric credit ratings. Stairclad & Poor's conrinues to adjust finailcia1 statements to better 
reflect the issuer's financial position as it relates to credit i isk.  Some of the adjustments iuclitde operating leases, 
postretireinelit benefits, ant1 hybrid instruinents similar to other corporate entiries, as well as power purchasc 
agieeiiieiits a i d  securitizerl costs unique to electric utilities. 

Longer-term, a change from IJ.S. GAAP to the International Financial Reporting Standards tlint the Securities and 
Exchange Commission is considering could iiiipact the iiicoine stateineiit and cquity section 011 the balance sheet for 
U.S. regulated electric utilities. If a cliange in  standards occiirs, we will continuc to stress fuiiclaiiiental analysis based 
on the issuer's cconornic pictiti e. Tlie fociis will remaiii on cash flow generation and sustainability and less emphasis 
oii income, as restrictioiis on the a ld i ty  of U.S. electric iitilities to rccoicl regulatoiy assets or  liabilities could 
iiicrease eainjiigs volatility. 
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Ice n t u cliy Power Corn pa n y 

REQUEST 

Refer to the Avera Testimony at page 14. 

Provide tlie Standard & Poor's Corporation docuiiieiit referenced in Footnote 20. 

RESPONSE 

A copy of llie above-referenced document is iiicluded in Dr. Avera's workpapers, please refer to 
tab WP- 14 011 the CD provided in response to ICIUC 1 st, Item No. 1 I 

WITNESS: William E Avera 
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Kentucky Power Company 

REQUEST 

R.eer to the Avera Testimony at page 16. 

Provide a copy of the document referenced in Footnote 27. 

RESPONSE 

A copy of the above-referenced docuiiieiit is iiicluded in Dr. Avera's workpapeus, copies of 
which are provided on a CD in response to I<ILJC 1 st, Item No. 1. 

WITNESS: Williaiii E Avera 
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Kent u clcy Pow e r Company 

REQUEST 

Refer to the Avera Testimony at page 17. 

Provide a copy of the docuiients referenced in Footnotes 28-29. 

RESPONSE 

Copies of the above-referenced clocuinelits are included in Dr. Avera's worlcpapers, copies of 
which are provided 011 the CD in response to ICITJC 1st Set, Item No. 1, please rder  to tal, WP- 
19 and WP-20, respectively. 

WITNESS: William E. Avera 
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Kentucky Power Company 

REQ'rJEST 

Refer to tlie Avera Testimony at pages 23-27 and Exhibits WEA-2 and WEA-4. 

a Provide the most receiit Value Line coiiipany profile sheets for each of tlie companies in  
the lJtility Proxy Gro~ip. 

17 " For each electric utility listed in Value Line, but not selected for the LJtility Proxy Group, 
provide the reasoii that it was not selected. 

c. For each utility in the Utility Proxy Gro~ip, provide: 

( I )  Wlietlier the utility operates in a traditioiial or restructured regualtioii state. 

(2) The percentage of reveiiues derived from lion-regulated operatioiis, aiicl from 
international operations for 2009. 

( 3 )  Wlietlier the utility operates in traditioiial or restructured states. 

(4) Tlie percentage of generation that is iiuclear generation. 

d. Explain why it is not circular to have American Electric Power in tlie Utility Prosy 
Group. 

e.  Provide a list of tlie state utility regidatory coiiiiiiissioiis mid the attendant orders that 
explicitly based return on equity awards on the estiiiiated returns of noli-utility sector 
coiiipanies. 

f. Part A of this testimony discusses the various risks faced both by Keiitucky Power 
specifically aiid the electric utility industry generally. There is neither a comparable 
discussion of the risks faced by tlie Non-Utility Proxy Groiy nor any discussion of how 
these risks are comparable to the electric iiidustry. Provide such discussioiis of tlie risks 
faced by each company aiid nom-utility industry. 
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RESPONSE 

a) Copies of tlie requested docuineiits are attached. 

b) Please refer to tab WP-49 of Dr. Avera’s workpapers provided on the CD in response to 
ICIUC 1 st Set, Itmi No. 1. 

c )  Dr. Avera did not compile the requested iiiforiiiatioii in the course of‘ preparing his direct 
testimony because it was not necessary to suppoit his aiialyses a id  conclusions. To the 
extent it is available, iiiformatioii responsive to this request can be oblaiiied from tlie 
individual Form 10-I< Reports filed by tlie respective utilities in Dr. Avera’s proxy group, 
which are publicly available at: 
h t tp://www. sec. ~o~~/eda,u.lsearclie~~~r/coii i l~~iiyse~i~cli . l i t i i i l .  

d. I<PCo’s equity capital is provided solely by its parent, American Electric Power 
Coiiipaiy, Iiic. (“AEP”), aid AEP meets the coiiiparable risk criteria used to define tlie 
proxy group. TJiider these circumstaiices, it is appropriate to iiiclude AEP in tlie proxy 
group used to estimate the ROE for IQCo. Moreover, iii Dr. Avera’s experience, 
iiicludiiig the parent coiiipaiiy in the proxy group used to estimate a fair ROE loor an 
operating utility subsidiary is widely accepted by state aiid federal regitlators. Because 
observable stock prices depend partially on investors’ growth perceptions, aiicl iiidirectly 
011 their perceptions of tlie regulatory process, it can be implied that DCF cost o r  equity 
estimates for all regulated utilities iiivolve some degree of circularity. This reinforces the 
iieecl to coiisider other beiiclmarlts. As iioted iii Regzilatoiy Finrmce, U/iZifies ’ Cost of 
Capital, Public Utility Reports, Iiic. (1994): 
The circularity problem, to the extent it exists, can be mitigated by refereiicing data 011 

noli-regulated companies as well as on other utilities. (p. 202) 

This is directly aiialogous to the approach recoinineiided by Dr. Avera. 

e. Dr. Avera has not conducted any detailed review of past regulatory orders to icleiitify 
those cases in which regulators have “explicitly based return 011 equity a.cvards on tlie 
estimated returiis of iioii-utility sector comnpaiiies.” Dr. Avera would note, however, that 
in the early days of utility regulation it was co~iiiiioii practice to base authorized returns 
solely 011 data for firins in tlie competitive sector of the economy. As explaiiiecl in Dr. 
Avera’s testiiiioiiy, regulatory standards reflect the need to establish a rate of return that 
is comiiiensurate with those available on other investments of coiiiparable risk. As iiotecl 
in Xegzi1ator.y Finance, Iltililies ’ Cost of Capitcd, Public Utility Reports, Iiic. (1 774): 
It should be emphasized that the definition of a comparable risk class of companies does 
not entail similarity of operation, p r o d ~ t  lines, or eiiviroiuiieiital conditions, but rather 
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similarity of experienced business a id  fiiiaiicial risk. . . . Tiivestors do malie such risk 
coinparisons between iiidustrial a id  utility stoclts. (p. 5 8) 

f, Dr. Avera did not include a discussion of tlie individual risks faced by the various 
industries or companies represented in liis Non-Utility Proxy Group because this was not 
necessary to support his aiialyses and conclusions. As discussed in DI . Avera’s 
testimony, his aiialyses focused on an analysis of four objective risk indicators that are 
widely referenced by investors. These iiidicators provide broad, objective iiieastires of 
overall investment risk that consider company and industry-specific €actors. As a result, 
they provide a souiid basis 011 wliich to coiiipare the investment risks of the Noli-Utility 
Proxy Group to those of IQCo and tlie Utility Proxy Group. 

WITNESS: William E Avera 
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mission, 6%: dislribulion, 26%. Mining and melals companies are 
typically the largesl induslrial cuslomen. 2008 depreciation rate: 
2 4 %  Has 4,455 employees. Chairman, Presidenl B Chiel Execu- 
live OHicer: Paul J. Evanson. Incorporaled: MD. Address: 800 
Cabin Hill Drive, Greensburg, Pennsylvania 15601 Telephone: 
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overall recovery will likely be a slow pro- 
cess. As a result, demand will probably 
remain suppressed in the year ahead. 
Infrastructure investments should 
benefit the company down the road. 
Management announced that it has in- 
vested about $156 million over the past 
two years in its West Virginia service 
area. The funds have been geared toward 
upgrading the regions aging infrastructure 
(Le., expanding existing servlce and 
replacing old distribution equipment.) The 
$156 million does not include AYE'S ongo- 
ing and PATH projects, which are 
both moving along as  scheduled. 
The shares are ranked 4 (Below Aver- 
age) for Timeliness. Sluggish economic 
activity has really hampered performance 
over the past 12  months, most notably in 
the industrial segment. We believe these 
headwinds will likely persist in the year 
ahead, as well. However, our outlook out 
t o  2012-2014 is more favorable. We look 
for the aforementioned infrastructure in- 
vestments to  help bolster growth over the 
next 3 to  5 years. Appreciation potential 
over this time is above average. 
Michael Ratty November 27. 20N9 
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ALLETE's utility subsidiary has filed swing from a small profit last year to a $5 
a general rate case. Minnesota Power re- million loss (primarily from property 
quested a tariff hike of $81 million (190/0), taxes) in 2009. Finally, average shares 
based on a return of 11.5% on a common- outstanding are up because ALLETE is 
equity ratio of 54.3%. An interim rate in- gradually issuing common equity to fi- 
crease (subject to refund) of $48.5 million nance its capital budget. 
will take effect at the start of 2010. A final We estimate that the bottom line wi l l  
decision may well occur by the end of make a partial recovery in 2010. We 
2010. assume that Minnesota Power receives in- 
Minnesota Power received a final or- terim rate relief, and that the usage of 
der on the rate case it filed in 2008. power by the utility's industrial customers 
The decision provided for an increase of rebounds somewhat after a decline in 
$20.4 million, effective on November ls t ,  2009. Our share-net estimate is within 
based on a 10.74% return on a 54.79% ALLETE's targeted range of $2.05-$2.35. 
common-equity ratio. The order was disap- The board of directors usually consid- 
pointing, given that it was below the $35 ers a dividend increase in January. 
million interim rate boost. In fact, refunds We continue to estimate a boost in the 
of previously collected revenues hurt share quarterly disbursement, but have cut our 
net by $0.40 in the first nine months of forecast to an increase of just a half cent a 
2009 and will probably amount t o  another share. But we wouldn't rule out the possi- 
two or three cents in the fourth quarter. bility of no increase at all, given the high 
Earnings are headed way down in payout ratio and the uncertainty about the 
2009. Besides the effects of the aforemen- pending rate case. 
tioned revenue refunds, ALLETE booked We don't recommend this stock. The 
some unusual (but not nonrecurring) gains yield is somewhat above the utility aver- 
in  2008, which made the year-to-year com- age, but 3- to 5-year total return potential 
parison tougher. Also, the company's real is below the industry mean. 
estate ooeration in Florida is likely to Paul E. Debbas, CFA December 25, 2009 
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7 m  449,765 shs.SIM) pa;8r1998460 shs S25 par 

6.1% 66% 6 2% 4.1% 57% 6 1% 8 9% 7 5% 86% 70% 5.5% 6.0% ReturnonTotslCap'l 7.5% 
Common Stock 110,634,276 shs 79% 9.4% 9.6% 55% 68% 82% 126% 90% 11.0% 9.1% 6.5% 7.5%RelurnanShi.Equlty 9.5% 

8.0% 9.6% 9.8% 5.0% 6.7% 8.2% 13.1% 9.1% 11.3% 9.3% 7.0% 8.0% RelurnonComEquHy E 10.1% 
MARKET CAP: $3.4 billlon _________ (Mld Cop) .7% 19% 16% NMF 25Y 38% 8 1% 4.0% 5.9% 3.8% S% 1.5% RelalnedtoComEq 
ELECTRIC OPERATING STATISTICS 92% 81% 85% NMF 674; 59% 50% 62% 40% 79% All Div'dsloNelProf I $ _. 

xc  ww(w '-:? ' ~ o ~  BUSINESS: Alliant Energy Corp., lormerly named lnlerslale Ener- 8%; other, 5%. Fuel sources, '08: coal, 54%; nuclear, 17%; gas 

~~~~~~~~) 4180 5.96 4282 5.77 4386 5.86 ings, IES Induslries, and lnlerslale Power. Supplies elecl. (65% of rale: 33% Esi'd plan1 age: 11 yrs. Has 5,318 employees. Chair. 
gy, is 8 holding company formed lhrough the merger o! WPL Hold. 3%; wind, 3%; olher. 23%. Fuel cosls: 50% 01 revs. '08 deprec 

4985 4902 4945 revs), gas (19%), and olher services (16%) in Wisconsin, Iowa, man, president R chief executive olfcer: William D. Hawey. Inc., 
~~~) 5987 52 5751 53 5491 53 Minnesola, R Illinois Elecl. revs. by slale: WI. 48%: IA. 49%; MN, Wisconsin. Address: 4902 N. Biltmore Lane, Madison, W1 53718. WLaadFad~l 
~ c ~ c ~ ~ i n d )  ~ 1 . 8  -1.8 +.I 3%. Elect. rev.: resid , 35%: comm'l, 22%; ind'l, 30%; wholesale, Tel,ephone: 608-458-3311. Inlemel: www allianlenergy.com. 

w my cor. 1%) 350 416 300 Alliant E n e r a  reported ldwer  reve-  we have lowered our bottom-line call by a 
nickel, to $1.85. Results may improve in 

,lchawa(persh) 10Yn, SYrs, lo~12.~14 ng has been operating in an unfavorable 2010, assuming a favorable rate case out- 
F;levenues 05% 1 5 %  40% environment in recent times. Performance come (discussed below) and a resurgence 
Cash Row" -1 0% -0.5% 6.0% i n  the third quarter was hurt by cool sum- in the wind development market. 

.igzf $:$ mer weather, along with lower industrial The company is seeking higher rates. Earnings 
Dividends 
BookValue 2.0% 3 0 %  40% and wholesale revenue due to economic IPL originally filed a request for a n  an- 
Gal- - auARTEAClREVENUES(5mill,) Full 

softness. Wisconsin Power and Light nual increase of $171 million (17%), but 
andar Jun.30 sp,30 ~ ~ ~ - 3 1  Year (WPL) continues to experience weakness, has since revised this request, and is  now 
2o06 930.9 6968 8904 8413 33594 and the wind development business has seeking an increase of $146 million (14%). 
2o07 9127 74(2 901:3 .871:4 34376 yet to benefit from existing or pending An interim hike of $84 million (8%) has 
2008 992.0 827.4 9803 8820 3681 7 legislation intended to spur growth in re- been effective since March. The company's 
2009 949.9 742.3 885.7 822.1 3406 *newable energy markets. On the bright focus on procuring rate relief is important, 
2010 960 800 925 915 3600 side, healthy results a t  Interstate Power as it depends on such approved revenue 

and Light (IPL) supported performance. increases to help its utilities cope with ris- 
cat- EARNINGS PER SHARE A FUII 
lndar ~ , , ~ , 3 l  jun,30 se 30 Year Overall, share net came in a t  $0.77 for the ing costs and allow them to recover sizable 
2o06 56 39 p75 .36 2,06 interim, well below the prioryear tally. In capital investments. 
2o07 56 ,43 1.05, .65 2.69 keeping with Value Line convention, our These shares carry our Lowest (5) 
2008 ,e2 ,47 99 ,46 2.54 earnings presentation excludes an aftertax rank f o r  Timeliness. But the stock earns 
2009 ,% "34 ,TI .44 1.85 nonrecurring charge of $128.2 million high marks for Safety, Price Stability, and 
2010 .40 .40 .85 .60 2.25 ($1.16 per share) related to the early Earnings Predictability. Moreover, we 

project higher revenues and share earn- Cei. QUARTERLY DNlDENDSPAlDBprt FUII retirement Of debt. 
!"dJr Mar,3l Jun,30 se .30 Dec,31 year The business environment  may well ings by 2012-2014. As a result, this issue 
2o05 ,263 263 & 263 1D5 r e m a i n  challenging in the near term. has worthwhile risk-adjusted total return 

288 288 ,288 ,288 1,,5 We anticipate an unfavorable comparison potential, given its healthy dividend yield. 
for the fourth quarter. The company has Conservative, income-oriented investors '318 318 lii8 reduced its 2009 share-net guidance from may find this issue attractive. 
$1.80-$2.00 to $1.75-$1.90. Consequently, Michael Napoli, CPA December 25, 2009 

pension Assets-lm8 $565 9 mill Obllg. $896.4 39 6% 47 0% 54.7% 56.42 44.0% 45 0% 41 6% 31.4% 32.4% 36.3% @"O% 39.09: LOng-TWm Deb1 Ratio 37.5% 

3406.0 3719.3 3862.8 3729.2 4432.6 5284.6 4866.2 4944.9 4679.9 5353.5 6100 6300 Net Plsnl (Smlll) 

1 58% I 42% I 

_ _ _ ~  .__-. 

Past Past Esl'd,06-,08 
nues f o r  the third quarter. The compa- 

- 

--- 

,) Diluted EPS. Excl. nonrecur, galns (losses): (E) Div'ds hlslorically aid In mid-Feb , May. (E) Rale base: Orig cost. Regul. Clim.: WI, Com any's flnanclal Strength A 

4, (58e); '05, ($1.05): '06, 83e; '07, $1.09; shareholder invesl plan avail (C) Incl. delerred Price Growth Peislslence 55 
8.7t Nevl eas. ml" due in Februaw chqs in 'OB: 5213 3 mill, $1 93sh (D) In mill Earnlnao Prodlclablllhr : 7.5 

9, 326; '00. $2.56; '01, (28e); '03, ne1 24e; Aug ~ and Nov. IJ Div'ireinvesl. plan avail t Above Avg ; IA, Below Avg Stocks Price Stoblllty 100 
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21.60 2222 22.71 23.06 22.W 22.2 
102.12 102.12 102,12 1M.12 137.22 137.2 

14.6 11.6 126 138 15.5 141 

"84 I 86 I "76 I 
.86 I A9 I .7, 

5.8% 6.3% 6.6% 6.3% 6.7% 6.33 

CAPITAL STRUCNRE 6s of 9i3wO9 
Total Debt $7884.0 mill Due In 5 Yrs $1739 0 mill 
LTDobI $7321.0 mill. LTInlerost $472.0 mill. 
(LT inlerest earned 3 .5~)  
Lenses, Uncapltalhed Annual rentals $392 0 mill. 
Penslon ASBEk-lW8 $2.39 bill. Obllg. $3.30 bill 
Pfd Stock $195.0 miil. Pfd Div'd $10.0 mill. 
1,137,595 shs $3.50 lo  $7.64 cum. (ns par), $io0 
staled value, redeemable at $l02.176-$1 lO/sh.; 
191,204 shs., $100 par, 4.50% lo 4.64%, redeem. 
a1 $102-$1 lolsh.: 000,000 shs. 4.00% io 6.625%, 
$1W par, redeem. at $1W.$103.50/sh. 
Common Stock 236,921,011 shs. os 01 lOBW09 
MARKET CAP: $6.7 bllilon (Large Cop) 

ELECTRIC OPERATING STATISTICS 
2006 2007 
4.5 6 . 4  

NA NA 
4.29 4 39 

21177 21150 
16416 16580 

NA NA 
NA NA 

2008 
-1.6 
NA 

4.43 
NA 
NA 
NA 
NA 

315 302 296 
Post * Past Est'd '06-'01 

10Yffi. 5 %  t0'12-'14 
4 0 %  45% 5% 
20% 1 5% Nil 

"5% -1.5% 1.0% _ _  ._ .6 5% 
3.5% 5.0% 25% 

FaEd chap cw h) 
ANNUAL RATES 
01 change (per sh) 
Revenues 
Cash Flow" 

Earnings 
Dividends 
Book Value 

Cal- 

2 m  
2007 
2008 
2009 
2010 2000 1800 2100 1900 7800 
cai. EARNlGS PER SHARE* FUII 

endsr Mac31 Jun.30 SepJO Dec.31 Yen! 
2W6 34 60 142 30 2 M  
2007 59 69 118 52 2 %  
2008 36  .98 .97 27 28E 
2009 66 77 104 2 8  2.7; 
2010 .50 -65 1.05 .35 3 

Mar.31 Jun.30 Sei130 Dec.31 Year 
2w5 635 635 635 635 2% 

- 

csl- a u m t y  DMDENOS PA ID^. t F ~ I I  

QUARTERLY REVENUES (S mlIL) FUII 
Mar.31 Jun.30 Sep.30 Dec.31 Yeat 
1800 1550 1910 1620 6880 
2019 1723 1997 1807 7546.8 
2081 1790 2060 1908 7839.1 
1916 1684 1815 1685 71W 

635 635 635 635 254 1 635 635 635 635 254 
2008 635 635 635 635 254 
2W9 385 385 385 385 

I I I I I I I I I i I I I I 120 
I 104 

I I I 1 I ! I I I I I I j ! 80 

... , 

2.54 2.54 2.54 2.54 2.54 2.54 2.54 2.54 2.54 2.54 1.54 1.54Div'dDecl'dpershB.t 1.70 
4.16 6.77 7.99 5.11 4.19 4 13 4.63 4 99 696 9 75 7.10 4.55 Cap'l Spending per sh 6.25 

2252 23.30 24.26 24.93 26.73 2471 31.09 31.86 32.41 32.80 33.10 34.00 Book Valwpersh C 37.75 
13722 13722 138.05 154.10 162.90 195.20 204.70 86.6.60 208.30 212.30 238.00 242.W CommonShsOuts1'g 25200 

13.5 110 12"l 158 135 163 167 194 174 1 4 . 2 s a r d n ~ ~ ~ ~ ~ ~ A v g A n n ' l P I E R a l l o  120 

2.54 2.54 2.54 2.54 2.54 2.54 2.54 2.54 2.54 2.54 1.54 1.54Div'dDecl'dpershB.t 1.70 
4.16 6.77 7.99 5.11 4.19 4 13 4.63 4 99 696 9 75 7.10 4.55 Cap'l Spending per sh 6.25 

2252 23.30 24.26 24.93 26.73 2471 31.09 31.86 32.41 32.80 33.10 34.00 Book Valwpersh C 37.75 
13722 13722 138.05 154.10 162.90 195.20 204.70 86.6.60 208.30 212.30 238.00 242.W CommonShsOuts1'g 25200 

13.5 110 12"l 158 135 163 167 194 174 1 4 . 2 s a r d n ~ ~ ~ ~ ~ ~ A v g A n n ' l P I E R a l l o  120 

63166.6149. Tel: 314 621.3222 Inlernel: www amerencom 

6%-7% in the year that is just ending. 
- 

.TI .72 &2 86 86 89 105 "92 86 W J L W  ReiailvePERatio I .80 
Avg Ann'l Div'd Veld 1 4.8% 

3523.6 35558 4505.9 3841 0 45930 51M)O 6780.0 68800 7546.0 7839.0 7100 78W Revenues(Smlll) 9300 
397.8 469.8 481.0 393.0 517.0 541.0 628.0 547.0 629.0 615.0 645 645 NetProM(Smll0 1 790 

39.4% a9 1% 38.4% 339% 368% 34.3% 356% 32 7% 335% 33.7% 32.5% 33.m rncomeTaxRafe i 345% 
3.6% 2.9% 4.3% 2.8% 1.9% 1.8% 2.99@ .7% .E% 4.6% I.& l.O%AFUDC%loNelProft I b% 

42.4% 444% 44.2% 460% 47.3% 455% 44 9% 43.8% 450?* 47.8% 47.5% 47.0% Long-TerrnDebl Ratio 45.0% 
53.5% 51.8% 52.2% 51.4% 50.6% 52.6% 53.3% 54.6% 53.4% 50.8% 51.0% 51.5% CommonEquity Ralio 54.0% 
5773.4 6176.9 64193 7468.0 lWX.0 11036 11932 12063 12654 13712 156511 15875 TolalCapilal(Smiii) 17400 

8 2% 89% 8.7% 6 5% 7 4% 6 0% 6.5% 5.7% 6.2% 5.7% 5.5% 5.5% Relurn onTot8i Cap'l 6.0% 
12.0% 13.7% 13 4% 97% 1 14% 9 0% 9.5% 8 1% 90% 86% 7.5% 7.5% Relurn onShr. Equity 8.0% 
12.5% 14.3% 14.0% 9.9% 11.6% 9.1% 9.7% 8.1% 9.2% 8.7% 7.5% 7S% ReturnonComEquityE 8.0% 
1.2% 34% 3 6% 2% 22% 9% 1.7% 2% 1.3% 10% 3.5% 33% RetainedIoCorn Eq '3.5% 
91%. 77% 75% 98% 81% J 91% 83% 97% 86% 88% 55% 59% AllDiv'dsIoNelProl 55% 

BUSINESS: Ameren Corp is a holding company l o n e d  lhrough '08: coal, 70%: nuclear, 9%; hydro, 2%; gas, 1%. purchased, 18% 
the merger 01 Union Eleclric and ClPSCO Acquired CiLCORP Fuel cosls: 45% of revenues. '08 reported deprecialion rates: 3%., 
1/03: Illinois Power l0/04 Was 1 2 million eleclric and 127,wO gas 4% Has 9,500 employees Chairman: Gary I. Rainwater President 
customers in Missouri: 1 2 million eleclric and 830,000 gas custom- 8 CEO Thomas R Voss Inc : Missouri. Address: One Ameren 
ers In Illinois Electric revenue breakdown, '08: residential, 32%: Plaza, 1901 Chouleau Avenue, P.0 Box 66149, SI Louis, Missouri 
commercial, 24%: induslriai, 8%: olher. 36%. Generating sources, 

Ameren has revised its rate applica- 
tions in Illinois. The company's three Financing and operating costs are rising, 
electric and gas utilities in the state origi- and the weak economy and a mild summer 
nally requested tariff increases totaling have hurt kilowatt-hour sales. 
$176 million for electricity and $43 million We estimate that share earnings will 
for gas. The filings were based on returns decline in 2010. Even though rate relief 
of 11.75%-12.25% on the electric side and should help raise profits from the regu- 
11.25%-11.6% on the gas side, on common lated utilities, unfavorable conditions in 
equity ratios ranging from 43,6%-48.7%. the power markets suggest that income 
But Ameren reduced the requested in- from the nonregulated activities will 
creases to $126 million (electric), based on  decline. We estimate that the decrease 
ROES of 11.3%-11.7%, and $19 million from the nonregulated side will offset the 
(gas), based on ROEs of 10.8%-11.2%. The increase from the regulated side. Average 
utility is also seeking an electric rate rider shares outstanding will be higher, too. 
of $19 million for reliability spending. New Ameren has taken steps to deal with 
tariffs should take effect in May of 2010. the tough operating environment. In 
A rate case is pending in Missouri, as early 2009, the board of directors slashed 
well. Ameren is seeking a rate boost of the annual dividend from $2.54 a share to  
$402 million (18%), based on a return of $1..54 a share. "he company also cut its 
11.5% on a common-equity ratio of 47.4%. 2010-2013 capital budget. Finally, Ameren 
The utility is also requesting an interim took a pretax charge of $17.5 million in 
rate increase of $37 million. New rates are the third quarter because it reduced the 
expected to go into effect in June of 2010. employee headcount by nearly 300. 
The company's utility operations are T h i s  untimely stock's yield is some- 
underearning their allowed ROEs by what above average for a utility. Total 
a wide margin. Combined, Ameren's al- return potential to 2012-2014 is about 
lowed ROE is around 10.7%, but its utility average, by industry standards. 
business is  likely to earn a n  ROE of just Paul E. Debbas, CFA December 25, 2006 
;tment plan available t Shareholder in- 

7.R6kh ID\ In millions fEI Raln base: 

77 I 6.7% 6.9% 6.2% 6.1% 6.0% 5 5% 4.9% 4.9% 4 9% 6.2% 

7165.2 7705.7 M26.6 8914.0 10917 13297 13572 14286 15069 16567 17425 I7700 NetPlanl(Smlll) 194w 

I 1 

common equily in MO in '09 10 76%; in 11. in 

averaoe com e a .  'OB: 8 8% Reaulalorv 

Corn my's Financial Strength 

Prlce Growth Persistence 

B t t  
95 
25 

?nl plan available. (C) Incl. iniangibles. In 1 '08: 10 65% electric, 10.68% gas; earned on 1 Stoc&s Prlce Slabllity 
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low1 0 0 0 0 0 0 0 0 ~  
lnstltutlonal Declslons 

l o 7  ~ I% % a !  1 ~~~~~~' i! 
10% 202 XK 210 lraded HW w1 280280 340533 338920 
American Electric Power acquired Central 
and South West Corporahon (CSW) in 
2000. CSW common stockholders received 
0.6 of an AEP common share for each ol 
their shares, for a total of $4.5 billion. The 
transaction was effected under poolingof- 
interests accounting rules. The data on this 
pa e prior to 2000 do not reflect the addition 

CAPITAL S T R U C T U R ~ ~ ~  of wm9 
of 8sw. 
TOW Debt $17635 mill. Due In 5 Yr6 $5357 mill 
LT Debt 615713 mill LT Inkrest $EM mill. 
Incl. 52132 mill securitized bonds; $325 million 
capilalized leases 
(LT lnlerest earned: 2 9x) 

Leases, Uncapllallzed Annual renlals $336 mill. 
Penelon Asssts-12rW 53.16 bill. Oblig. $4 30 bill. 

Pld Stock $61 mill. 
€07,044 shs. 4%.5%. cumulative, callable al$102- 
$110. 
Qmmon Stock 477,658,465 shs. 
a8 of 10128109 
MARKET C A P  $17 bllllon (Large Cap) 

Pfd Dlv'd $3 mill 

STATISTICS 
2006 2007 2000 
-6 +5.3 - 1 
NA NA NA 

4.50 4.65 5.08 
NA NA NA 
NA NA NA 
NA NA NA 

+1 2 t.6 NA 

Foed Gay&. 1%) 265 250 244 
ANNUAL RATES Past Pest Esl'd '%-'OB 
olchange(persh1 1OYm 5Yn. lo'IZ-'ld 
Revenues 5% -18.0% 15% 
"Cash Flow" 5% -S% 1.5% 
Earnings -5% .. 30% 
Dividends -4.0% 6.0% 3.0% 
Ecak Value - -  2.5% 5,0% 

Gal- QUARTERLY REVENUES ((mill.) F U ~ I  
endsr Mar.31- Jun.30 Sep.30 Dec.31 Year 
2006 3108 2936 3594 2984 12622 
2007 3169 3146 3789 3276 13380 
2008 3467 3516 4191 3236 14440 
ZIM9 3458 3202 3547 3293 135W 
2010 3500 3500 4000 3500 14500 
cat. W l N l N G S  PER SHARE A FUII 

endsr Msr.31 Jun.30 Sep.30 Dec.31 Yoar 
2CU6 .96 .44 1.01 .45 2.86 
2007 .68 "64 102 "52 2.86 
2WB 1.02 .70 " .93 34 2.99 
2w9 89 68 .93 -45 295 
2010 .90 .70 .95 .45 3.00 
Gal- QUARTERLY WDENDS PAID e s t  FUII 

endar Mar.31 Jun.30 Sei130 Dec.31 Year 

2005 35 .35 .35 37 142 
2006 .37 .37 37 39 150 
2007 .39 .39 .39 .41 158 
2008 .41 .41 41 .41 164 
2009 .41 .41 .41 "41 
~~GcI. nonrec3ns (losses): '01, ( 2 6 ~ ) i ' 0 ~ ,  76; 
j3.86); '03. ($1.92); '04, 246; '05, (6%); '06, rep 
!Oe); '07, (206); '08, 40c; Blns (losses) on ear 

-I 

ISC 003 : '02. (570): '03. dd; '04.15k: '05, VeS 

103% 39% 127% 135% 123% 121% 11 3% 11 9% 11 3% I 112% 
10.4% 3.7% 12.8% 13.7% 12.4% 12.2%- 11.3% 12.0% 11.4% 11.3% 
1 1% NMF 34% 24% 4 5% 57% 5.2% 57% 5 1% 5 1% 
89% NMF 74% 82% 64% 54% 54% 53% 55% 55% 

BUSINESS: American Eieclric Power Company, Inc (AEP), Holdings (Brilish ulilily) '01; sold SEEBOARO (Brilish utility) '02; 
through 10 operaling ulililies, serves aboul 5 2  million cuslomers in sold Houslon Pipeline '05. Generaling sources no1 available. Fuel 
Arkansas, Kenlucky, Indiana. Louisiana, Michigan, Ohio. ORlaho- cosls: 40% 01 revenues '08 deprecialion rale: 3.0% Has 21,700 
ma,' Tennessee, Texas, Virginia, and Wesl Virginia Eieclric reve- employees. Chairman, President B CEO: Michael G Morris In- 
nue breakdown, '08: residenlial, 31%; commercial, 23%; induslrial, corporaled: New York. Addless: 1 Riverside Plaza, Columbus, Ohio 
22X: wholesale, 20%; olher, 4% Sold 50% slake in Yorkshire . 43215-2373 Telephone: 614-716-1000. Inlernel: w .aep.mm.  

We estimate that American Electric on a 10.254 return on equity). and much 
Power's earnings will decline slightly 
in the year th-at is just ending. Ai- 
though some of AEPs utility subsidiaries 
benefited from rate increases, some nega- 
tive factors outweighed this positive one. 
The state of the economy and unusually 
mild summer weather conditions hurt the 
company's retail electric sales AEPs 
wholesale power business was much less 
profitable than a year earlier, as both 
prices and volume declined Too, interest 
expense and average shares outstanding 
were higher. Our 2009 share-earnings esti- 
mate, which we raised by a nickel due to a 
better-than-expected third-quarter tally, is 
within the company's targeted range of 
$2.90-$3.05. Meanwhile, the stock is 
ranked 3 (Average) for Timeliness. 
We expect share profits in 2010 to re- 
turn to the 2008 level. It seems that  the 
economy will be in better shape, and we 
assume a return to normal weather pat- 
terns. AEP's utilities should also benefit 
from an anticipated $317 million of rate 
relief. The company has reached a settle- 
ment of its rate case in Arkansas (where i t  
received a $17.8 million tariff hike, based 

bigger rate cases are  pending in  Virginia 
and Texas. On the other hand, higher op- 
erating and maintenance costs and anoth- 
e r  increase in average shares. outatanding 
should hold back the bottom-line increase. 
We are sticking with our 2010 estimate, 
which is a t  the midpoint of AEP's guidance 
of $2.80-$3.20. The board of directors 
hasn't raised the dividend since 2007, but 
we tentatively estimate an increase in  late 
2010. AEPs targeted payout ratio is 50%- 
60%, which seems achievable. 
Transmission projects in the Midwest 
should enhance the company's earn- 
ing power in the next decade. AEP has 
partners in each of five projects, which are 
expected to be completed in the 2013-2015 
time frame. The company's share of the 
projects is estimated to  total $1.75 billion. 
AEP will be allowed to earn very attrac- 
tive ROES (over 124)  on most of this in- 
vestment. Several other transmission 
projects are  under consideration, as well. 
Compared with other utilities, this 
stock's yield and 3- to 5-year total re- 
turn potential are about average. 
Paul E. Debbas, CFA December 25, 2009 

i. 2$; 'OB. 3 ~ ;  '09, (le) Nexl earnings plan avail. (C) incl. inlang 
due lale Jan. (8) Div'ds hisloricall paid (D) In mill (E) Rate base: 
rrlar , June, Sepl. & Dec. 0 D i v d  rein- lowed on com. eq : 9.96%-1 



363 367 395 445 549 665 720 d52 I 435 479 I 588 
157 156 166 164 175 186 203 d584 130 182 2 3 8  
142  111 100 100 IW 104 108 83 
281 254 218 175 208 275 

1331 1372 1431 1507 1471 1455 

148 97 100 108. 137 151 129 - 100 

61% 74% 60% 57% 42% 37% 

.. ". . 

44780 44780 44361 ~ 4 %  37576 35055 34721 32581 32581 

87 M 67 68 79 79 74 . 51 
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.eo I 1.02 
532  1 573 
-- 1857120.30 
325.81 I 325.8i 
N M F ! T  

NMF j 62 
3 1% 1 26% 

11.4% 4.9% 

37.8% j 4O.g0/e- 
15995 16167 
13475 I 14469 

35% 154% 

I 3.5% 16.7% 1 NMF I 122% 

121% I 23% 

m m  

-A- 
4 2% i 9 4% 

23.66 I 2592 1 29.21 30.20 32.05 BookValuepHsh C 

325.81 325.81 I 325.81 325.81 325.81 MmmonShsOulsl'g 
I 3 0  I 16.0 I 124 10.2 Avg Ann7 PIE Ratio 
70 85 "65 Relative P/E Ratio 

+I3113 14112 12150 13500 Revenues($mill) 

21% 1 22% 2:1 40% Avg Ann'l Div'd Weld 

Total Debt $11375 mill Due in 5 YrS$1949 0 mill 776.8 .dig82 536.1 
LT Debt $10448 mill. LT Intere? $653.0 mill. 27 546 ' . . - NMF -- 37,8~o I 22.4% 
(LT interesl earned 3 5x) 

Pension Assets-12/08 $2 34 bill. 66.1% 75.6% 73.3% 66.6% 68.1% 

M4.0 1 738.0 

leases, Uncapilalized Annual renlals $1.69 bill - .. .. 3.3% 3.7% 

Obllg.$3.44bill. 25.7% 15.0% 18.9% 25.6% 31.1% 
Pfd Slock$907.0 mill. Pfd Div'd $51.0 mill. 20261 16080 17279 17352 $7299 
4,800,198 shs. 4 08% lo 4.78%, $25 par, call. 7331.0 7819.0 8013.0 8247.0 12587 
$25.!3 lo $28 75M. 8,000,000 shs 5.349% to 
5 125%, $100 par. 5.6% NMF 6.6% 6 7% 7.2% 
Common Stock 325,811,206 shs 113% NMF 116% 1 1 1 %  134% 
as of 11/3/09 13.6% NMF 13.6% 11.9% 13.6%. 
MARKET CAP: $11 bllllon (Lsrge Cap) 64% NMF 136% 11.9% 13.6% 

57% NMF 17% 18% ! 1% 

'to: "+"19: BUSINESS: Edison lnlernalional (lormeri 
710 704 711 company for Southern Calilornia Edisoi 

ELECTRIC OPERATING STATISTICS 

7.19 6.86 6.88 electricity lo 4 9 million cuslomers in a 51 
tral, coastal, and southern Calilornia (ex 22,$$ 23g$ 22$$ 

527 52 55 Diego). Edison Mission Group (EMG) is an independenl power pro- 

3x4 Charg, CU!. I".) 266 278 298 Edison International's earn ings  year (2009-2013) capital forecast. 
should advance  moderately in 2010. The f u t u r e  of Edison Mission Energy 

, ~ b ~ ~ ~ ( ~ ~ ~ ~ h )  l,,Yrs. 5yn, 10~1z.~14 we expect the regulated utility operations ( E m )  is in question. This subsidiary is 
yevenues 5.0% 25% 4.0% to provide the profit growth. Southern Cal- profitable, but its income declined sharply 
CashFlow" 3 5 %  9.0% 4.0% ifornia Edison's earning power increases in 2009 because conditions in  the Dower 

7 0 %  1350h each year as the utility's rate base ex- Earnings 
Dividends 15% ". 
Book Value 6.0% 14.5% 70% pands. In 2009, SCE's rate base rose by 

more than $2 billion from $12.6 billion a t  QUARTERLY REVENUES (J mill.) FUII 
3:& Mar.31 J ~ ~ . ~ o  sep.30 bc,~l Yeor the end of 2008, and, based on the utility's 
2o06 2751 3o01 3802 3068 12622' capital spending plans, its mte base is 
2o07 2912 3047 3942 32j2 ,3113 likely to r i se  by more than $1 billion this 
2o08 3113 3477 4295 3 ~ 7  14112 year, to as much as $16.1 billion. Our 2010 
2009 2812 2834 3664 2 ~ 0  12150 share-earnings estimate of $3.26 would 
2010 3100 3200 3900 3300 ,13500 produce a 5% hottom-line increase over the 

estimated 2009 tally. Edison has not yet tal- EARNINGS PER SHARE A ~ ~ 1 1  

2M)6 56 ,53 1.39 3.28- expects to do so when it reports fourth- 
oo ,28 1.40 332 quarter results in early March 

2008 92 ,79 1.31 368 SCE has some large transmission 
2009 75 78 1.08 .46 projects i n  various stages of develop- 
2010 .BO .75 1.20 .50 325 ment. The California corninission ap- 

er Mar.31 ~ ~ ~ . 3 0  s ~ ~ . ~ ~  ~,,,,31 yen, 
2 billion transmission line that should be- 

' gin operating in 2014. Some permits are 
$00; 'g ::; $ $ i:!: still needed before SCE can break ground on these eight segments, however. The 22::; :E5 iy5 .;y5 "E5 utility has roughly $3 billion of additional 
2010 315 transmission projects planned in its five- 

Craver, Jr inc.: CA Address: 2244 Walnul Grove Ave., Rosemead, 
+1.5 + 8 + 3 ducer. Electric revenue breakdown, -. '08: resldenlial, 38%: cornmer. CA 91770 Tei: 626.302-2222. Inlernel: wvedisoncom. 

RATES Past Past Est,d ,06~,oB- 

:n&r Msr.31 Jun.30 Sep.30 Dec.31 Yes; provided earnings guidance for zo1O, but 

tal. QUARTERLYDNlOENDSPAlDeat ~ " 1 1  r e d  the last eight of 11 SeWlents of a 

1244 
52.25 
9.75 
4.25 
1.50 

14.2.5 
39.50 

325.81 

.BO 
3.0% 
1 7ow 
1 0  

28.0% 
7.0% 

51.0% 
46.0% 
28WO 
23700 
7.5% 

11.0% 

7.5% 
34% 

- 
- 
- 

i t 0  

- 
- 
- 
- 
- 

11.09; - 

- 
SCECorp) Is a )Iding cial. 42%: induslrlal. 72: olher. 13% Generating sources, '08: 
(SCE), which suppiies nuclear, 19%; gas. 8%; coal, 6%; hydro, 3%: purchased, 64% Fuel 
I00 sq mi area in cen. cask: 42% of revs '08 reporfed deprec rale (ulilily): 4.3%. Has 
Los Anoeles and San 18,300 emplovees Chairman, Presidenl 8 CEO Theodore F. 

markets were much less favorable th'an in 
2008 More significantly, EME is still 
trying to determine the most cost-effective 
way to make needed environmental up- 
grades a t  its coal-fired plants. Shutting 
down these facilities is possible if the corn- 
pany cannot find a cost-effective way to at- 
tain environmental compliance. 
The board of directors raised the divi- 
dend in late 2009. The increase was mod- 
est, just half of a cent a share (1.6%). 
Edison's payout ratio is low, by utility 
standards, because a portion of its profits 
comes from its generally less stable non- 
regulated operations. 
This stock's yield is Low, by utility 
standards. I t  is roughly one percentage 
point below the industry average, Al- 
though total return potential to 2012-2014 
is above the utility norm, the uncertainty 
surrounding EME makes our projections 
fairly tentative. 
Paul E. Dehbas, CFA February 5, 2010 

b) Diluled EPS Excl. nonrecu!. gains (losses): 
1, $1 88; '02, $1.48; '03, (126); 04, $2.12: 
9, (70t) nel; losses from disc. ops.: '07 It' 
9. 11 Incl. nonrecur. losses: '00. $7 50:"01: 

75 
45 . .  . . . I  . 

0'2010 Vatu0 tine PublisKw Ls reserved. Fnclual malerial is obtained liom sourcos boiieyed !o be reliable and is provided wilhoul war!anltes 01 any kind, 
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J F M A M J J A S  fl"' 
C#bm 0 016 0 0 0 1 I 0 

4m 'm Percenl 

IO sell 2% lraded 
Hld'SWO 215355 213912 217534 
FirslEnergy was formed through Ihe aHilia 
tion of Ohio Edison Company and Centerio 
Energy in November of 1997. Ohio Ediso, 
stockholders received one share of Firs1 
Energy for every Ohio Edison share, ani 
Cenlerior stockholders received "52 of i 
FirstEnergy share lor each Genlerior share 
In November of 2001, FirstEnergy acquire1 
GPU. GPU holders received $40 in cash o 
stock lor each GPU share. 
CAPITAL STRUCTURE as oi 6130m9 
Total Debt 514780 mill Due In 5 Yrs $7375 0 mill 
LT Debt $10399 mill 
lncl $284 8 mill 9% ($25 par) cumulalive manda 
lorily redeemable prelerred securities. 
[LT lnteresl earned: 4.0~) 

Leeses, Uncspltallzed Annual renlals $203.0 mill. 
Pension Assets12MB $3.75 bill Obllg. 54 70 bill 

Pfd Stact None 

Common Stock 304,835,407 shs. 

MARKET CAP: 513 bllllon (Large Cap) 

LT Interest $598.0 mill. 

3s oi m m s  

, STATISTICS 
2006 2007 
t6.7 +2.0 
NMF NMF 

NA NA 
NA NA 
NA NA 
NA NA 
c.5 c1.0 ._.--__- 

ELECTRIC OPERATING 
2000 
-3.6 

NMF 
NA 
NA 
NA 
NA 
t 2  

i!.cddMu~cac.l%l 355 363 366 
\NNUAL RATES Pas1 Past Esl'd 'M-'OB 
lchawe(persh) lOYr5 5Yn. t0'12.'14 

Cash Flow" 60% 8 0% 4056 
:arnings 75% 125% 30% 

Lvenues 8 5 %  3 0 %  4.096 

)widends 30% 65% 4 0% 
hokValue 5 0% 3.0% 4 O X  
CBI. QUARTERLY REVENUES (S mill.) FUII 
nder Mar.31 Jun,3O Sep.30 Dec.31 Year 
!M16 2705 2751 3365 2680 11501 
!W7 2973 3109 3641 3079 12802 
!W8 3277 3245 3904 3201 13627 
!W9 3334 3017 3.108 3041 12800 
!010 3WO 3WO 3500 3W 12500 
Gal. EARNINGS PER SHARE A FUII 
nder Mar.31 Jun.30 Sep.30 Dec.31 Year 
!006 .67 .93 1.40 .84 382 
!W7 .92 110 1.34 37 4.22 
!OM .% .E5 1.54 ' 1.09 4.38 
!009 .94 .84 .71 .75 3.30 
LO10 .70 -70 1./5-.70 3.25 
Cab QUARTERLY DIVIDENDS PAID FUII 
!ndar Mar.31 Jun.30 Sep.30 Dec.31 Yoat 
2005 ,4125 ,4125 4125 43 167 
2006 45 45 45 

IO087 1 55 50 "50 ,55 55 50 !i 1 2 20 
2009 55 "55 .55 

2.1% 4.1% I 4.9°/0 3.0% ! 6.5% 1 2.7% 1 2.0% 1 2.1% I 2.4% i 3.9% 
52.3% 52.3% 60.1% 602% 53 1% 52.81 46.5% I 486% 49 7% 52.4% 
39.8% 41.5% 31.2% 38Ph 45.0% 45.4" 52.4/ 51.4/ 50.3% 47.7% 
11470 11205 1 19907 187561 18414 1893-g 17846 17383 

- 

, I 
BUSINESS: FirslEnergy Corp is a holding company lor Ohio Generaling sou' 
Edison, Pennsylvania Power, Cleveland Eleclk, Toledo Edison, Fuel cosls: 419 
Melropolilan Edison. Penelec, and Jersey Central Power & Lighl 4.7%. Has 14,7l 
Provides electric service to 4.5 million customers in Ohio (58% 01 dent & CEO: AI 
revenues), New Jersey (22%) and Pennsylvania (20%). Eleclric 
revenue breakdown by cuslomer class no1 provided by company 

We have reduced our 2009 share- 
eartungs estimate for FirstEnergy. 
Third-quarter profits were well below our 
estimate due to an unusually mild sum- 
mer (which hurt the company's nonregu- 
lated generating business as  well as its 
regulated distribution operations) and a 
$0.30-a-share charge for the early retire- 
ment of debt. Even before we cut our esti- 
mate, earnings were headed down. This 
year, the company's customers in Ohio 
made the transition to market-based 
prices for the generation portion of their 
Jower. The timing of the transition was 
'ortuitous for customers (and came a t  the 
?xpense of the company) because it oc- 
:urred when market prices were low. 
rhus, even though the prices that were de- 
;ermined in an auction were higher than 
Khat customers were paying before the 
change, they weren't high enough to  offset 
the revenues that were lost when a transi- 
tion charge on customers' bills ended 
We have lowered our 2018 profit esti- 
mate  by $0.25 a share, to $3.25. Some of 
the output expected from the company's 
plants is still not hedged for 2010, and 

160 
120 
100 
80 
Eo 
50 
40 

2.20 2.20 Dlv'd &Id per 6h 8.  2.1 
5.80 5.40 Cap'lSpendlng per sh 5.! 
28.25 29.30 Book Value per sh 35.; 

304.84 304.84 Common Shs Oulsl'g 3U4.t 
mrd rigjims sm Avg Ann'l PIE Rat10 13. 

.I 
Avg Ann'l Div'd Yield 3.8! 

12800 125W Revenues ($mill) 160( 
l l f D  9 1  Ne! Protit ($mill) 1% 

38.0% 40.m Income Tax Rate 40.0: 
- 3,LI: 13.0% 9.0% AFUDC %to Net Pmnt 
53.5% 533% Long'Term De& Ratlo 525: 
46.5% 46.5% Common Equity RaUo 47.5: 
78500 19275 Total CepLl ($mill) 22% 

-- l7775 -fg25 Net Plan! (Smllll 1836 
7.0% 6.5% Return on Total Cap'l 8.54 

11.5% 11.0% Returnon Shr. Eqully 14.59 
11.5% 1L0% Relurnon Coin Equity E 14.57 
4.0% X 5 X  RetalnedtoComEq 7.07 
67% 68% All Dlv'ds lo Net Prof 519 

of revenues '08 reported deprec rales: 2.3% 

- 

vn'us Relstlve PiE Ratlo 
srtfnatai 

----__ 

- 

ii: G- 
employees. Chairman: George M Smart. Presi 

iony J. Alexander. COO: Rkhard R. Grigg. Inc. 
Ohio. Address: 76 South Mailt-Street. Akron, Ohio 44308-1890 
Tel ; 800-736-3402. Inlernel: www lirslenergycorp.com. 

than we had expected three months ago. 
We believe that volume a s  well as  margins 
will be affected. The state of the economy 
in the company's service area is worri- 
some, as well. FirstEnergy plans to pro- 
vide 2010 guidance a t  an analyst meeting 
in early December. 
FirstEnergy plans to complete an un- 
finished gas-fired Iant. Last year, it  
bought the plant for f253.6 million from a 
company that  had spent $300 million on 
construction. As of September, First- 
Energy had spent a n  additional $64 mil- 
lion on the facility, and expects to spend 
an additional $180 million to complete it 
by the end of 2010. The unit will provide 
707 megawatts of capacity. 
Untimely FirstEnergy stock offers a 
dividend yield that is fractionally 
above the industry average. That's a 
reflection of the conipanyb bottom-line 
weakness and laclc of near-term dividend 
growth. Assuming that conditions in the 
power markets improve in the next 3 to 5 
years, this should result in  a total return 
for FirstEnergy that is superior to those of 
most utilities. 
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CAPITAL STRUCTURE as of ~G(OMCJ 
lob1 Debt $2528.2 mill. Due In 5 Yrs $708.0 mill 
LT Debt $1930 8 mill 
(LT Merest earned: 3 Sx) 

LT Interest $125 5 mill. 

I Leases, Uncapilnllwd Annual rentals $8 1 mill 

Pension Assets-12M8 5389 9 mill Oblig. $547 0 
mill 
Pld Stock None 

I Common Stock 96,791,187shs 

MARKET CAP $3.5 billion (Mid Cap) 

ELECTFiIC OPERATING STATISTICS 
2006 2007 zoo8 

______-. 
Fried Uurp CW. (".I 431 483 373 
ANN'UAL RATES Past Paat Est'd '06'0t 
afChange(persh) 10Yrs. 5Yn. lo'12.'14 
Revenues 9 0% 1.0% .2"0% 
"Cash Flow" 30% 5.0% 5.5% 
Earnings 3 5% 11.0% 4.5% 
Dividends "5% .5% 2.5% 
BookValue 4.5% 7.0% Z O X  

Gal- OUAATEALY REVENUES (S mill.) FUII 
endar Mar.31 Jun.30 Sep.30 Dec%3l Year 
2006 1109.8 934.3 11306 830.9 40056 
2W7 881.5 913.4 1044.5 958.2 3797.6 
2008 9947 11357 12543 686.0 4070.7 
2009 6066 614.1 8453 604 2700 
2010 650 700 1000 650 3wcl 
Cal- EARNINGS PERSHARE A F U ~ I  

endnr Mar,31 Jun.30 Sep.30 Dec.31 Yen1 
2W6 27 63 132 2 4  2.4: 
2007 .19 .68 137 40 2.64 
2008 14 6 2  1.50 .23 2.45 
2609 .18 .72 140 2 0  2.51 
2010 20 -75 1.60 2 5  2-86 
tal. QUAfFEALY DMDENDS.PAID B m t  ~ ~ 1 1  

Mar.31 Jun.30 Sep.30 Oec.31 Year 
2w6 ,333 ,333 ,333 .333 1.33 
2007 .34 .34 34 .34 1.36 
2608 ,3475 ,3475 ,3475 ,3475 1.39 
2 0 9  355 ,355 ,355 ,355 
2010 ,3625 

(A) Diluted EPS Excl. nwrec. losses '02 39e 
03, 148; '04, 6e; gains on discont. 9.: 62.. 'p 
126; '04,lC; '05 496; '06 3 9 ~ .  '06 PS don t me 
add lo lolai due io roundiig. Next earnings r e  ava 

F M A M  J J A S O  
0 2 0 2 0 0 0 0 0  

I 0 0 0 0 0 0 2 0 0  

- 
The Oklahoma commission has ap- unsustainably high commodity spreads in 
proved  a regulatory settlement con- 2008. In 2010, OG&E will have a full year 
cerning a wind project that OGE En- of revenues from the rate hikes that were 
ergy's utility subsidiary is building. enacted in Oklahoma and Arkansas in 
The $270 million, 101-megawatt project is  2009. We believe that Enogex will also 
nearing completion. Oklahoma Gas and fare better as i ts  proportion of fured-fee 
Electric will recover the costs through a business continues to expand, thereby 
rate rider on customers' bills until the lessening the company's exposure to com- 
project is added to the utility's rate base in modity prices. Our 2010 share-net forecast 
2011, following the resolution of a rate is within OGE's guidance of $2.70-$2.95. 
case that OG&E plans to file by mid-2010. The board of directors raised the did- 
QG&E has a lot  of oppartunities to ex- dend. The annual disbursement was 

and its transmission rate base. A boosted by $0.03 a share (2.1%). OGE 
g218 million transmission line is sched- states that  i t  expects identical yearly divi.. 
uled to enter senice in early 2010. The dend growth through 2012. The company 
utility will recover its costs via a rate should have no trouble attaining this goal, 
rider, as well. Its capital budget calls for given that  the increases are small, fi- 
$813 million to be spent on transmission nances are  sound, and the payout ratio is 
from 2009 through 2013. This will h e h  moderate. 
OGE attain its goal of average a n n u d  
earnings growth of 5%-7% over that time, 
using 2009 as  the base year. 
After a f la t  tally in 2009, earnings 
should improve considerably in 2010. 
For the year now ending, profit growth at 
the utility has  been offset by a decline a t  
OGEs Enogex pipeline subsidiary. This 
was expected, since Enogex benefited from 

This st ick has j u m p e d  more than 40% 
this year. That tops not only most utility 
equities but the rise. in  the Value Line 
Carnposite Average, as well. At the current 
quotation, the stock's valuation is higher 
than usual. The yield is below average for 
a utility, and this issue's 3- to 5-year total 
return potential is  unimpressive 
Paul E. Debbas, CFA December 25, 2009 
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.92 .91 .95 .88 74 7, 
4.8% 5.3% 52% 5.2% 5.6% 5.2% 

CAPITAL STRUCTURE 8s of 9/3O/w 
Total Deb1 $535.1 mill. Due in 5 Yrs $248.0 mill. 
LT Debt $41 1 3 mill. LT lnteresl$ZO 0 mill. 
(LT inlerest earned: 2 7x) 

Leases, Uncapitelkad Annual refieis $46 mill. 
Psnsion Assets-12/08 $127 5 mill. Obllg. $182.6 
mill. 
Pfd Stock $15.5 mill. 
155,000 shs. $3.60-$6.75, cum, no par ($lW liqui-, 
dating value). 
Common Stock 35,689,751 shs. 
85 Of 10/31m9 
MARKET CAP: $825 mllllon (Small Cap) 

F'fd Div'd $ 7  mill. 

19.48 2345 2653 27.75 
2911 3211 3.401 344 

1,:; I 1.: 1 168 179 
1.04 1.06 

137 185 217 295 
10.30 I 10.87 I 11.33 I 12.25 

"79 I .la I 84 I .87 
4 9% 1 4 7% j 38% 1 3 1% 

4646 5594 654 1 7101 
36.9 I 40.2 1 43.6 I 46.1 

322% 30.3% 31.5% 303% 

BUSINESS: Olter Tail CorDoralto 

48 
40 
32 
24 
20 
16 

3559 3743 41 50 3706 3075 33.80 Revenuespersh 39.4 

178 169 178 109 .80 110 Eamingspersh * t9 l  
112 115 1 I7 119 1,19 1.19 Div'dDecl'dpersh 8. 1.3 

335 339 I 3 55 281 285 340 "Cash F1ow"persh 4.41 

197 172 204 235 543 751 5.60 5.70 Cap'lSpendingpersh 6.8 
1298 1401 1580 1667 1755 1914 1835 f9.608wkValuepershC 212  
2572 2090 2940 2952 2985 3538 35.80 37.00 CommonShsOulst'g 40.M 

101 91 82 93 101 184 VoItmunC RelalwePE Ralio 1.M 
170 173 1 5 4  173 190 301 Bold17gifwasm AvgAnn'lPERalta 15.1 

Avg Ann'i Div'd Yield 4.6% -40% 1 42% I 4.1% I 3956 1 35% I 36% 1 ,iir 1 1 7532 8823 10464 11050 12309 13112 1250 Revenues ISmillI 157f 
-- 

39.7 40.0 62.9 50.8 54.0 35.1 30.0 45.0 NetProfi!(~milij 75.1 
27.4% 29 8% 34 6% 34.8% 34 1% 300% 20.0% 30.0% incomeTar Rale 30.0% 
5.0% 2.4% 1.7% 1.9% 4.2% 6.1% 6.0% 8.0%AFUDC%toNelProflt 8.0% 

43.2% 37 1% 35.0% 335% 38.9% 329% 37.0% 34.0% Long-TermDebtReUo 320% 
54.3% 60.7% 62.9% 64.5% 59.4% 65.6% 62.0% 65.0% Common Equity Ratio 67.0% 
614.6 7065 738.2 763.0 882 1 10325 1085 1lW To!alCapital($mIll) 1260 

78% 60% 83% 7.7% 72% 43% 3.5% 5.0% RelurnonTotalCap'l 6.5% 
11.4% 90% 11 0% 100% 10.0% 5 1% 45% 6.0% Return on Shr. Equity 9.0% 
11.7% 9.1% 11.2% 10.2% 10.2% 5.1% 4.5% 6.0% ReturnonComEquity E 9.0% 
3.2% 2 5% 4 2% 3 3% 3.5% NMF NMF NMF Retained10 Corn EQ 2.5% 
73% 73% 63% 68% 66% 108% 144% 99% AIiDiv'dstoNeIProf 70% 

&-Garen1 of OtIer Tail Power faclurina. dastics: heallh services. food inoredienls. 8 olheF2W8 

633.3 682.1 697.1 718.6 .m 1037.6 1150 1200 Net Plan!(Srnill) 14% 

-- __. 

Company, which supplies kleclricily lo over 129,OW customers in a repoilei'deprecialion rale: 4.3%. Has 4,l& emploiees Chairman: 
mainly rural area in Minnesota (50% 01 relail elec revs), Noilh Da- John MacFarlane Presidenl B Chief Execulive OHicer: John 0 
kola (41%), and Soulh Dakota (9%) Electric revenue breakdown, Enckson Incorporaled: Minnesola. Address: 215 Soulh Cascade 
'OB: residential, 31%; commercial 8 lams, 36%; induslrial. 23%; SI, P 0 Box 496, Fergus Falls, Minnesota 5653&04% Tele 
olher, 10%. Fuel cosls: 10% 01 revenues Has operalions in manu- phone: 800-664.1259. Inlernel: www.olteriail.com. 

O t t e r  Tail Corporat ion repor ted  un- 
impressive resul ts  for  the third 

-__ 

querter. Revenues declined roughly 2796, 
year over year. Otter Tail Power Compa- 
ny's operating environment has remained 
challenging, characterized by unseasonab- 
ly cool summer weather in the Midwest, 
lower industrial demand, and a deflated 
wholesale market. On the bright side, the 
utility benefited from rate increases in the 
Dakotas, and greater renewable energy 
and transmission rider revenues. The com- 
pan,y's nonelectric operations have also ex- 
perienced headwinds, though its food in- 
gredient processing business posted solid 
results. Operating expenses declined con- 
siderably, largely due to a lower non- 
electric cost of goods sold and efforts to im- 
prove efficiencies. Income tax expense also 
decreased significantly, and net income in- 
creased about 12%. However, share earn- 
ings declined 6% for the quarter, owing 
partly to a modest increase in the share 
count. Looking forward, 
Weakness m a y  well pers is t  in the near 
term. We anticipate unfavorable com- 
parisons for the fourth quarter, and lower 
revenues and share earnings for the full 

year The company now expects 2009 earn- 
ings to be closer to the low end of its pre- 
viously announced range of $0.70 to $1.10 
per share We concur, and have adjusted 
our share-net estimate accordingly Per- 
formance may well improve in 2010, as- 
suming a better operating climate in that 
year. 
O t t e r  Tail Power Company has with- 
d r a w n  from development  project Big 
Stone 11. The proposed 500-to-600- 
megawatt coal-fired power plant in South 
Dakota will not be built. The company 
cited economic softness, existing environ- 
mental regulation, and uncertainty sur- 
rounding proposed federal climate legisla- 
tion as reasons for withdrawing from the 
project. OTTR will now evaluate other op- 
tions to meet future demand for electricity. 
This stock is ranked to trail the 
broader m a r k e t  f o r  the year  ahead. 
But from the present quotation, this good- 
quality issue offers decent risk-adjusted 
total return potential That's supported by 
our solid 2012-2014 earnings projections 
Income-oriented investors may find the 
dividend yield attractive, as  well 
Michael Nupoli, CPA December 25, 2009 

in early March, June, Sepl , and Dec a age: SD, Above Average Company's Financial Strength A 
sinveslmenl plan avail. (C) lncl in Stock's Price Stability 75 
~ s .  In '08: $4.021sh. (D) In mill., adj for Price Growth Perslslence 40 
:) Reaulalorv Climale: MN, NO, Aver Earnlnoe Predlctahllliv 75 
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5,973.456 shs. 4.36% lo 7 04%, cum. and $25 par 
redeemable from $25 75 to $27.25; 5,784,025 shs 
5.00% to 6.00%, cum. nqnredeemable and $25 

---- 
subsidiary has filed a The utility wants to  spend $806 million 
se. Pacific Gas and Elec- over a six-year period to  enhance system 
a total rate increase of' reliability. The California commission's' de- 
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'm *m a m  Percent T E  
shares 1( ' 124 95 81 

L lesyOw) 71477 72019 71579 
c tOki 76 107 100 traded 5 

: On Aoiil3.2006. Portland General Electric' 
existing stock (which was owned by Enror 
was canceled, and 62.5 million shares wer 
issued to Enron's creditors or the Dispute 
Claims Reserve (DCR) The stock begai 
trading on a when-issued basis that da) 
and regular trading began on April IO, 200t 
Shares issued to the DCA were release1 
over lime to Enron's creditors unbl all of hi 
remaining shares were released in June 

~ U ~ ~ ~ 9  
Total Debt $1592 0 mill Due in 5 Y n  $528 0 mill 
LT Debt $1408 0 mill 

1 (LT inlerest earned 2 3x) 
Leases, Uncapllnllmd Annual renlals $7 0 mill 

Psnalon Assets.1208 $347 0 mill 

Pfd Stock None 

LT Interest $87 0 mill 

Obllg. $467 0 mill 

Common Stock 75,191,682 shs 
as of 10/26/w 

MARKETCAP $1.5 bllllon (Mld Cap) 

__ 
Faed&CW.P) 206 320 226 
ANNUAL RATES Pest Past fst'd '06-'0(1 
ofchangs@rsh) 1OYrs. 5Yn. lo'12-'14 _ _  5% 

1.5% 
Revenues 
"Gash Flow" .- 
Earnings .. _ I  3.596 

- _  5.5% Dividends .. 
Book Value * - -  ._ 2 5% 
C ~ I -  WARTEALY REVENUES ($mill.) ~ u l l  

endar Mar.31 Jun.30 Sep.30 Dec.31 Year 
2006 381.0 351.0 372.0 416.0 1520.0 
2007 436.0 402.0 435.0 470.0 1743.0 
2008 471.0 4250 400.0 449.0 1745.0 
2009 485.0 389.0 4450 456 1775 

cai- EARNINGS PEA SHARE" FUII 
endar Mar.31 Jun.30 Sep.30 Dec,31 Year 
2006 d.lOi .43 "16 .64 1.14 
2007 "88 .73 3 2  .40 233 

2009 47 ,31 43 .19 1.40 
2010 .50 .45 -35 .35 7.65 

cot- QUARTERLY DMWimS PA0 B full 
ondsr Mar.31 Jun.30 Sep.30 Dec.31 Yoar 
2006 -. .. 225 .225 .45 
2007 ,225 "225 ,235 ,235 .92 
2008 235 ,245 .245 ,245 .97 , '2::; I 

,l 00 

(A) Diluled earnings '06 EPS don7 add lo full.. In 'I 
year total due lo rounding. Next earnings report (E) 
due lale Februa . (e) Dividends paid midJan., on , 
Apr., July,.and &I. (C) Incl. deferred charges. ave 
0 2010, V&o lh4 Pub&diiit , Iw. AN b m o a .  Fa% 
ME PUBUSHER IS NOT RE&ONSIBE~OR ANY EARORS 
of I may be nproducsd. iasoM, sin& or tammed in my pinlot 

.. ." 

- 

2010 510 420 450 470 1850 

2008 44 63 I -  2 2  139 

,245 255 .255 I 

48 
40 
32 
24 
20 
16 

I I I I I I I 

I I .  i I 

~" 2 5% 3 3% 4 3% I 5.4% Avg Ann'l Div'd Yild 4.8% 
._ .. I .  , "  .. 14540 14460 15200 17430 17450 I I775 1850 Revenues[$mill) '222! 

1W - .  9.0 64.0 1 . 0  145.0 87.0 100 125 Net Pmfi($mill) 

25.0% .. .. . I  ." ." 370% 402% 336% 330% 20.7% 29.0% 27.0% IncomeTaxRate 
. . 9.8% 18.8% 33.8% 17.9% 17.2% 20.0% 14.0% A N D C % t a  Net Profit 6.m 
". 41 1% 42.3% 434% 499% 462% 50.0% 53.0% LonpTermDaWRatlo 50.0% 
" "  58.9% 57.7% 56.6% 50.1% 53.8% 50.0% 47.0% Common Equity Ratio 5o.m . . . . . . . . I. 21710 20760 2161 0 26290 25180 3125 3420 To!alCa~lal($mill) 38N 

_. .. ._ ". .. 

_. . . ~  . . . . .  

,. ". ." _ .  
." ." I .  1 .  

._ I .  .. ." 
~ . . , . . . . 
.. .. ". ." 
". .. .. ." .' 7.2% 
". .. 

.I .. .. 
1 I I -. 1 39% I I 60% 

BUSINESS: Portland General Eleclric Company (PGE) provides include coal, gas, hydro, wind. and purchased; breakdown is no1 
electricity to 818,WO cuslamers in 52 cities in a 4,W.squaremile available Fuel costs: 50% ot revenues. '08 reported depredation 
area of Oregon, including Portland and Salem The company is in rale: 3.7% Has 2,800 employees Chainan: fxlrbin A. McNelll, Jr 
Ihe process of decommissioning Ihe Trojan nuclear planl, which il Chief Execulive Officer and Presidenl: Jim Piro. Inc.: Oregon. Ad- 
closed in 1993 Eleclric revenue breakdown, '08: residential 43%: dress: 121 SW Salmon Slreel, Podland. Oregon 97204. Tel : 503. 
commercial, 341: induslrial, 9%: olher, 14% Generating sources 464-8000 Internet: www partiandgeneral corn 

Portland General Electric plans t o  file of $1.50-$1.65 a share. 
a rate case later this month. In 2010, PGE is deciding what to do w i t h  its 
the utility is likely to earn a return on 65%~owned Boardman cod-f i red 
equity of just 7%-8%. That's well below plant. Retrofitting the facility to meet 
PGEs allowed ROE of 10%. Electric sales stricter environmental guidelines wouid 
have fallen short of the forecasted level cost a n  estimated $520 million-$560 mil- 
due to the weak economy. Meanwhile, op- lion. So, PGE proposes spending $40 mil. 
erating and maintenance costs are up, and lion for environmental compliance in the 
the effects of a state tax law are hurting short term, with the plant being shut or 
the company. A ruling from the Oregon switched to a different fuel source in 2020. 
commission should come in time for new T w o  sizable  projects are under con- 
tariffs t o  take effect a t  the start of 2010. struction, and others are being pro- 
We h a v e  t r immed our 2009 share- posed. PGE is adding a third phase to its 
earningo es t imate  b y  a nickel. This re- Biglow Canyon windfarm. The 175- 
fleets a $5 million aRertax charge that megawatt addition will cost an estimated 
PGE will take to write off a portion of the $426 million and should begin operating in 
cost of a hydro project (associated with a the third quarter. The utility is also in- 
canstruction delay) that it won't be al- stalling an advanced metering system a t  a 
lowed to  recover in rates. The company cost of $130 million-$l35 million. This 
might still recoup some or all of these prqject should be completed by yearend. 
costs from insurance or from companies in- Potential projects for the next decade in- 
volved in the project. clude gas base-load and peaking plants, 
We es t imate  higher profits i n  2010. In additional wind capacity, and a transmis- 
2009, extended outages a t  two coal-fired sion line in Oregon. 
Facilities hurt the bottom line. The plants T h i s  stock's yield is f rak iona l ly  above 
we back on line, so we assume normal op- the utility mean. Total return pote,ntial 
erations this year. Our estimate remains to 2012-2014 is only average for the group. 
at the upper end of PGEs targeted range Paul E Debbas, CFA February 5, 2010 
$304.0 mifl., $4.86/sh. (D In mlliions. 

m a n  equiv in '09: 10 0%: earned on 

40% I 69% I 68% I 63% ~AllDiv'd$toHutPmf .. .. .. ." ." - 

- 

le bass: Ne1 original cost. kale si!owed 95 
NMF 

e common equitv, '08: 6 5%. ReOulafOW NMF 
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inils 8 2346, $lWO face value. 
LT interest earned: 4 . 0 ~ )  
.6nses, Uncapltollzed Annual rentals $1 17.0 mill 
'ension Assets-12m8 $3.48 bill. Obllg. $4.38 bill 
Yd Stock $31 9.0 mill. Pfd Dlv'd $IS 0 mill. 
805,189 shs. 3.35%-6.75%, $100 par, cumulative. 
allable $102.00-$110 00: 10 mill. shs 6.25%, 

PPL Corporation's earriings are likely nia needs rate relief. PPL Utilities' prof- 
to rise significantly in 2010. At the its fell 24% in the first nine months of 
start of the year, the prices that  the com- 2009 due to weak sales and higher operat- 
pany's customers pay for the generation ing and maintenance expenses. Because 
portion of their electricity will no longer be PPL is earning a return on equity of just 
snbject to  below-market price caps. In- 7.5%--we11 below a healthy level for a util- 

QUARTERLY REVENUES (S mi l )  ~ ~ 1 1  
Mar.31 Jun.30 Sep.30 Dec.31 Year 
1781 1642 1752 1724 68990 
1546 1573 1774 1605 64980 
1526 1024 2981 2513 80440 
2351 1673 1805 1621 7450 
i9ou lam 2100 i m  7600- 

EARNINGSPERSHARE A ~ ~ 1 1  
M a r 3  Jun,3O Sep3O Dec.31 Year 

73 52 58 46 229 
57 62 87 57 263 
65 50 55 74 245 
64 07 12 "32 1.15 
.85 .75 .80 .EO 3.20 

QUARTERLY DMDENDS PAIDBe F U I ~  
Mar.31 Jun.30 Sep.30 Dec.31 Year 
205 23 23 25 92 

1W liq. prsference. redeemable after 4/6/11 
:ommon Stock 377,068.461 shs. as 01 10123/09 
lARKET CAP: $71.5 billlon (Large Cop) 

LECTRIC OPERATING STATISTICS 
2006 2007 2008 

dclers, Pa. 1%) 
NNUAL RAYES 
changs(persh) 
evenues 
:ash f low" 
arnrngs 
ividends 
ook Value 

I___ 

Pest 
10 Yrs 

6 5% 
8 0% 
9.0% 
4 5% 
6 5% 

314 330 367 
Post Est'd '06'01 
5 YE. lo '12-'14 
2.0% 35% 
6 5% 8 0% 
75% 75% 

125% 75% 
135% 60% 

D9 I 335 "345 ,345 345 I 

stead, customers will pay market-based 
prices. Because PPL's generating plants 
are  nonregulated, the company benefits effect until the start of 2011. however. 

ity-it plans to file a rate-case in the first 
quarter of 2010. New tariffs wouldn't take 

from supplying this pow& at market- 
based rates. Thus ,  even though market 
prices have been trending downward for 
the past several months, they are  still well 
above the prices that PPL's plants have 
been fetching. Our 2010 earnings estimate 
of $3.20 a share is within the company's 
targeted range of $3.10-$3.50 a share. 
Considering the large bottom-line increase 
that is probable next year, we figure that a 
hefty boost in the dividend is also likely. 
Mark-to-market ga ins  or losses can af- 
fec t  the company's earnings. These 
losses reduced share net by $0.45 in  the 
first nine months of 2009, and the stock is 
untimely. Since these items are unpredict- 
able, we do not assume any such gains or 
losses in our estimates and projections. 
PPI,% utility subsidiary in Pennsylva-  

~- ~. ~ .. 
It is questionable whether  earn ings  
will advance  in 2011. Although the com- 
pany isn't fully hedged for 2011, it appears 
as if the price PPL will receive for the 
power it generates will be slightly below 
the expected price in 2010. If PPL T.Jti1itie.s 
receives reasonable rate treatment, then 
the company might be able to maintain its 
earning power, Our reliminary forecast of 
earnings in 2011 i s  {3.20-$3 25 a share. 
This stock offers a decent yield and 3- 
to &year  total return potential that i s  
above  the utility average. Even if 2011 
proves to  be a tough year, we think there 
will be enough earnings and dividend 
growth subsequently to produce a respect- 
able total return through the 2012-2014 
period. 
Paul E. Debbas, CFA November 27, 2009 

'08 EPS don't add due Io rounding $4 Wsh. (D) In mill", adj. for splil. (E) Rale Cam en '8 FInsnclai Shength 
igs reporl due early Feb (e) Dlv'ds his. base: Fair value Rate all'd on corn eq. in '08: 
I paid in early Jan., Apr ,July, and Oct. none spec.; earn on avg. corn. eq ,'OB: 16.7%. Pdw Growth Psrslstence 

Bt+ 
95 
90 
85 

Stoc!'s h a  Stabllrty 

Yminv plan avail (C) Inel. inlang. In '08: Reg Clirn : Avg 0 Summer peak in '06 8 'OB. Eamlnss Predlcmbilihr 
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common stock. They also received onc 
Contingent Value Obligation for each shari 
of flonda Progress stock, entitling them ti 
pa menls when four synthetic fuel plant! 
acheved certain economic levels from 200' 
to 2007. Data prior to merger are for CPBI 
only and are not comparable with Progres 
Energy data. 
CAPITAL STRUCTURE as of 9/30/09 
Totel Debt $1 1484 mill. Due In 5 Yrs $3530 mill. 
LT 4ebt $10834 mlll. 
(LT inleresl earned: 3.1~) 
Penston Asaets-12m8 $1.29 bill. Obllg. $2 33 bill. 
Pfd Stock$92 8 mill 
921,814 shs $4.00 lo $5 44 cum.. no par. callable 
lrom $101 lo  $1 10 per sh. Sinking funds began in 
1984 and 1986, respectively. 
Common Stock 279,626,073 shs. no of 1 1 ~ 9  
MARKET CAP: $10.7 blllion (Large Cap) 

ELECTRIC OPERATING STATISTICS 

LTJntorest $540 mill. 

Wd Dlv'd $4.5 mill 

2006 2007 2008 

Fud~%@m.[%) 204 249 NA 
ANNUAL RATES Past Past Esl'd '06-'08 
01 change (per&) 10 Yn. 5 Ym. l o  '12-'14 
Revenues 6.0% - -  2.0% 
"Cash Row" -. 4 5% 1.5% 
Earnings -5% -6 5% 6.0% 
Dividends 2.5% 2.0% 1.0% 
Book Value 5.5% 2.5% 2.0% 

onder 

endar 

2007 

2008 

296 
3.05 
3.15 
Full 
Year 
236 
2 42 
2.44 
246 

- 
- 

I 62 .62 .62 6 2  1 

TM) VLm. 

. . . . . . . - - 
5.2% 5.8% 5.0% 4.8% 5.3% 53% 5.5% 5.5% 5.1% 5.8% Avg Ann'l Wd ndd 5.5% 

11500 

33.m 
-3.0% 5.6% 2.6% 1.0% 3.4% .8% 1.8% 1.4% 2.5% 3.9% 3.0% 3.0% AFUDCXlONetPmfit 3.m 
46.6% 51.6% €4.996 59.0% 54.1% 552% 56.2% 513% 506% 55.1% 55.0% 54.5% Lang-TMRIWRltto 525% 

' 

3357.6 41189 8461.5 7945.0 87430 9772.0 ioioa 9570.0 9153.0 9167.0 9soo fm Rqitnw(fm(i{j 
382.3 369.9 695.1 8152 fax7 818.1 763.5 727.0 514.0 693.0 773.0 as 890 tklPront($miii) 
40.3% 35.4% - I  .. ." 131% ." 284% 32.5% 33.8% 33.0% 33.0% IncomeTaxRPte 

52.5% 47.6% 38.5% 40.4% 43.4% 44.3% 43.3% 48.1% 48.8% s 45.0% 45SX CamnmnE u Ratk, fl 
-1-r 16517 17162 17247 18577 17214 17252 . 193461 79825 M1&0 ToWC@J$Ul) 22290 

5.5% 
11500 
- 

47.5% 
22290 
_I_ 

5.2% 1 
5.:1 

33576 41189 84615 79450 87430 
695.1 8152 818.1 

2.6% 1.0% 3.4% 
€4996 59.0% 541% 
38.5% 40.4% 43.4% 
15580 16517 17162 

5.8% 1 4.8% I 53% 1 5.3% 
9772.0 
763.5 
13 1% 

~ 

- 
.8% 

55 2% 
44.3% 
17247 

- 
- 

6764.8 ZIT@ 10437 I 10915 10656 14434 1 14363 14442 I 15245 16605 18293 19450 19780 NdPlanl($mlll) 
73% 43% 64% 68% 65% 62% 56% 48% 56% 56% 5.5% 5.5% RetumonTolsiCap'l 6.0% 
I1 0% 67% 114% 12VA 109% 99% 89% 61% 81% 89% 9.5% 9.5% RetumonShr.EquRy 9.5% 
11.1% I 6.7% 1 11.5% 1 12.1% 1 10.9% I 9.5% 1 9.0% 1 6.1% 
2.5% I NMF I 4.3% I 5.0% I 3.7% I 2.6% I 1.7% I NMF 

8.2% 8.9% 9.5% 9.5% RenirnonCMnEqully 0. 9.5% 
.7% 1.5% 20% 2.0% AeMned tocCmEq 3.0% 

78% I iOl% I 63% I 5 9 A L  678 [ 74% I 81% I 119% 91% 84% BIX 79% AilOlv'datoMNelPmf 
BUSINESS: Progress Energy, p a r e G C R L  Energy and Florida 58%; 'nuclear, 27%; hydro, le% &an 1%; purch. 
Progress, supplies electricity to portions of North Carolina, South power, 14%. Has 11,ooO employees. '08 depredation rale: 2.7%. 
Carolina, and Florida. Other operalions include coal mining, Esl'd plan1 age: 8 years. Chairman, Chief Execuliva OHlcar, and 
wholesale generalion, and liiiancial services Electric revenues: Ptesident: William D. Johnm. IwEwporaled: North Caroline. Ad. 
residenlial, 42%; commercial, 25%: induslrial, 11%; olher, 22%. dress: 41 1 Fayeneville Skeet, Ralelgh, North Carolina 27602. TelS. 
Power cosls: 48% of revs: labor cosls: 13% Fuel sources: phone: 1-8W-662-7232. Internat: w.progress-energy.m 

Progress Energy posted decent third- ratio of 50.52%. Drivers for the case in- 
quarter results. The company reported clude a generator replacement a t  Crystal 
earnings of $1.22 a share, a modest in- River 3, a repowering project a t  ita Bartow 
crease from the $1.18 reported during the d a n t .  and additional investments geared 
same period last year. Performance was 
driven by increased revenues (u 5% year 
over year), modest base-rate reEef, favor- 
able returns on nuclear and environmental 
investments, and lower operation and 
maintenance costs. Gains were partially 
offset by declining retail growth and share 
dilution, stemming from PGNs issuance of 
14.4 million common shares last January. 
From a geographic standpoint, Progress 
Energy Florida (PEF) posted a bottom-line 
gain of 13%, while Progress Energy Caro- 
lina's (PEC) earnings retreated roughly 
3%. Both regions continue t o  be impacted 
by lower consumer demand, reflective of 
the weak economy. 
PEE'S rate case ruling has been 
delayed. The Florida Public Service Com- 
mission announced it will delay its deci- 
sion until January, 2010, previously sched- 
uled for mid-November. PEF was seeking 
a base-rate increase of $499 million, or ap- 
proximately 11%. .The request is based on 
a n  ROE of 12.54% on a common esuity 

-- ~ 

iowa;d upgrading its transmission 
facilities. We have revised our 2010 earn- 
ings estimate to reflect reasonable regu- 
latory relief. 
The c o m p m  6 Smart Grid program 
received a 3Sboat. PGN was recently 
awarded $200 million in federal stimuluo 
money to aid the development of new 
Smart Grid infrastmcture. The US. De- 
partment of Ener distributed the funds 
ag part of the g.4 billion nationwide 
project to upgrade the country's power 
grid. The grants will be split evenly among 
PGNs Florida and Carolina utilities. 
The stock's maim appeal is its ade- 
quately covered dividenb The stock 
lacks attractive total return potential over 
our 3- 5-year outlook. However, at ita cur- 
rent quotation, i t  is yielding 6.5%, well 
above the 4.8% utility average. Further- 
more, management appears committed to 
slowly increasing ita payout, as it has done 
so for 21 consecutive years. 
Michael Rattv November 27, 2009 

~ .. 
A) EPS diluted. Excl. nonrecur.: '00. 696; '01, Aug, and Nov DiN'd reinvestment plan avail- common equity. In '88 in N.C.: 12.75%;,in 'p '- 7% ; '02, ($1.32); '03, (30); '05, (390); '07, able C Ind. t -;-- Shareholder det. charges inveslmenl in '08: $32.7Ysh. pian avail. in wnlive S.C.: 12 Ian; 75%; e m .  in on '02 '08 in avg. Fla : com. rev. shanng eq.: 9 6%. in- 

E) Div'ds historically paid in e 3  Feb., MRY, D Rale Base: odg. cost. Rale allowed on Repul. Iim :Avo. (E) In millions. 
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IS of lO/lrn9 17.2% 19.1% 18.6% 19.7% 15.4% 12.6% 14.2% 13.8% 18.1% 19.0% 1%5% IZ5%RelumonComEquityE 15.5% 
JARKET CAP $16 blllion (Large Cop) 5 3% 7 5% 7 8% 8 3% 65% 3.5% 5.3% 53% 9,9% 105% 9.5% 10.0% Relsined to ComEq 8.54 
iLECTRIC OPERATING STATISTICS 73% 65% 62% 61% 93% 73% 63% 62% 45% 45% 45?6 43% AllOiv'dstoNetProf 468 

holding company lor Public Service Electric and Gas Company, cosls: 55% 01 revenues 'OB reported deprec, rate (ulilily): 2.5% 
which serves 2 1 miilion eleclric and 1.7 miliion gas customers in Has 9,800 employees. Chairman, President B Chief Execulive Of. 

nuclear, gas, and coa1.W planls. PSEG Energy Holdings is a Plaza, P.O. Box 1171, Newark. Naw Jersey 07101-1171. Tele 

xed m3ly cm. (E) 242 336 528 Public Service Enterprise Group's figure includes $0.05 a share of charges in 
the first nine months of 2009 that the com- 

I&ange(per$h) 10vrs. 5yrs. 1~'12:14 application. Public Service Electric & pany is excluding from its guidance. 
levenues 70% 3.0% 2,5:6 Gas raised its electric and gas requests by We expect higher profits in 2010. 
CashFlow" 5.0% 7.5% 6.5% $13 million and $9 million, respectively. That's based on our expectation of higher 

PSE&G is now seeking an electric rate in- margins at PSEG Power, rate relief at amings 
lividends 
mkValue 25% 70% 90% crease of $147.0 million and a gas tariff PSE&G, and a return to normal weather 

hike of $105.9 million, based on a return of conditions. We're sticking with our fore- Gal. QUARTERLY REVENUES ($ mill) 
ndar Msr.3i ~"",30 se 30 Dei91 11.5% on a common-equity ratio of 51.2%. cast of $3.25 a share. wall Street is look- 

3461 2556 3i2 2935 12,64 The utility clearly needs rate relief; it  ing ahead to 2011, however, and there is a 
!oo7 3508 2718 3356 3271 12853 earned a n  ROE of just 8.6% for the 12 chance of little or no earnings improve- 

3792 3367 3718 3262 14139 months that ended on September 30th. ment based on forward prices for power 
,009 3921 2561 3039 2779 12300 Further revisions are possible in  early and the fact that a portion of PSEG 
io10 3500 2800 3400 3(1# 12700 2010. An order from the New Jersey regu- Power's expected generation is unhedged. 
:al- PER SHARE Iators is expected in the first half of 2010. We look for a dividend increase i n  the 
,der ~ ~ ~ , 3 1  jun.30 sep,30 bc.31 Year We es t imate  that earnings will wind first quarter of 2010. We estimate that 
006 "41 3 5  75 .34 1,B5 up slightly higher in 2009. At PSEG the board of directors will raise the annual Power, the company's nonregulated power- disbursement by $0.07 a share (5.3%). W7 6 4  
008 ,a5 i: 'i! 1: ;"z generating subsidiary, contracts that  were This increase would be larger than the one 
~g 88 .e1 "96 ,50 2.95 signed a few years ago have expired and the board declared earlier this year but 
010 .95 .68 1.10 .52 325 were replaced by contracts with higher smaller than that in 2008. PSEG is target- 

~ margins. Lower fuel costs are a plus, too. ing a 40%-50% payout ratio. 
ndar iar.3i jun,30 Sep.30 Year On the other hand, the weak economy and We have a neutral stance towards  this 

a n  unusually mild summer reduced the stock. Compared with other utilities, its igi :;i5 :& :;!5 demand for power. (This hurt PSE&G's below-average yield is offset by 3- to 5- 
,2925 2925 ,2925 ,2925 1.17 Profits, as  well.) Our estimate of $2.95 a year total return potential that's a cut 

!WE 3225 ,3225 ,3225 . 3 ~ 5  129 share is below the company's targeted above average. 
!W9 .3325 3325 ,3325 range of $3.00-$3.25 a share because our Paul E. Debbas. CFA Novernher 27. 2009 

'$: y! ;  'Zj <USINESS: Public Service Enterprise Group Incarporated is a ing down data on %ctric and gas operaling slatistics in 2002 FUE 

!i 1; 
1: power producer domestically and abroad Company stopped break- phone: 973.430-7wO. Internet: www pseg cum. 

NA NA 
NA NA 

NA NA 
+1 o +1.0 

NA 
NA 

New Jersey PSEG Power is a nonregulaled power generalor wilh flcer: Or. Ralph Ino. Incorporaled New Jersey. Address: 80 Pad, 

- -- 

Pas, Past Est,d ,06-,08 utility subsidiary has revised its rate 

6.5% 5 5% 7.5% 
200/0 6,opb 

[li; 

QUAR~ERLYDMDMDSPA~D 

- . , - - .. - ~ . _ _  
I 
) Diluted EPS Excl. nonrec. lossas: '99, due lale Jan (8) Div'ds hisloricaliy paid in late $12 69/sh. @) In mill 
75 net: '02, $1.30; '05, 3$; '06, 3%; '08, Mar, June, Sepl, and Dec 0 Div'd reinvesl. base: Net original cosi. 
c; gains (loss) lrom disc ops: '05, (33e); men1 plan available. t Shareholder investmenl eq in '03: 9 75%; eame 
i, 12e; '07,3t: '08,40t. Ned earnings report plan available (C) lncl inlang In '08: 19 2%. Regulaloiy Clim 

0 2w9 Value Lble PuMishin Iffi. A I J - d p  re9ewBd. Fnchtal maletid is obtained lrom swrces believed Io bo reiaMe and b prwiM wilhoul wananlios 01 any kind. 
THEPdWSHER Is NOTRE&ONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN. This ubli i l ion is slklly lor subscrber's om non.carnrnodal lnlemel use NO piut 
d I may be repmlucod. rW. slorod ci !minam3fod h yr/ *toe. eleclronic or m e r  lorn, or uso~lor gononUng or rnaikemg any priniod a;elBdmiie pubkaiion. s e h  O( p m d ~  
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CAPITAL STRUCTURE ES ofgmmg 
Total Debt $45010 miil. Due in 5 Ym $1883 0 mill 
LT Debt $4166 0 mill. LT Interest $231.0 miil. 
(LTinIerest earned: 3 .3~ )  
Leases, Uncopltallzed Annual renlals $18.0 mill. 
Penslon Assets-12m8 $629.4 mill. Obllg. $709 5 
mill. 
Pfd Slock $113.0 mill pld Dlv'd $7.0 mill. 
125,209 shs 5% cum., $50 par, callable $52 50; 
220,287 shs 4.50% lo 6 0% cum , $50 par, call- 
able $50 50 lo $51.00; 1,000,000 shs. 6.52% cum, 
$100 par, callable SI00 0. 
Common Stock 123,132,614 shs. a3 or 1013im9 
MARKET CAP: $4.3 bllllon (Mld Cap) 
ELECTRIC OPERATING STATISTICS 

2006 2007 2008 
% WSzktVWJ -1.4 +2.6 -.5 
~~~~~~~ 12005 9815 8143 
AvgI&RSKper (1) 5.16 5.30 5.69 
CapadlalYaVeod 5749 5688 5661 
~~,~~ 4747 4926 4789 
AnmslladFarta( 57.5 56.7 57.9 
%chugeC&uE&mind) +2.2 t2.5 t1.6 

fixEd map cov. 1%) 261 272 276 
ANNUAL RATES Past Past Est'd '06'08 
oldwnge(persh) 1OYrs. 5Yn. lo'12.'14 
Revenues 11.0% 6.5% -2.5% 
"Cash flow" 4.5% 4.0% 25% 
Earnings 3.0% 3.536 4 0% 
Dividends 1.5% 6.5% 3.0% 
Book Value 4.5% 40% 50% 

--- - 

2009 .45 .04 .72 

,_I 

Cat- QUARTERLY REVENUES IS mill.) FU~I 
sndnr Mar.31 Jun.30 Sep.30 Dec.31 A- 
2007 1363 1007 1079 1172 46210 
2008 1533 1218 1266 1302 53190 
2009 1343 8780 921 0 1058 4200 
2010 1250 900 1050 1100 4300 
cal- EARNMGS PER SHARE A FUII 

endar Mar.31 Jun.30 Sep.30 Dec.31 Year 

2 74 
2 95 
2.95 
3.00 
Full 

endhr Mar.31 Jun.30 Sep.30 Dec.31 Yeor 
2005 365 39 39 .39 154 
2006 .39 42 42 "42 165 
2047 42 .44 44 .44 174 
2000 44 46 46 46 182 
2009 .46 .47 .41 41 

2006 1389 9440 1062 1168 456301 

zoo6 eo 46 .76 57 259 

Carolina Eleclric & Gas Company. which supples eectncrty lo 64%; nuclear, 18% oil 8 gas, 12%; hydro. 4%; purchased, 2% 
654,000 customers in South Carolina. Supplies gas and Iransmis- fuel costs: 65% of revenues. '08 reportsd deprec. rale: 3.1%. Has 
sion Sarviw lo 1.2 million cuslomers in North and Saulh Carolina 5,800 employees. Chairman, President & CEO: William E. Emmer- 
and Georgia. Owns gas pipelines. Acquired PSNC Energy 2/00. man. Inc.: South Carolina. Address: 100 SCANA Parkway, Cay@, 
Elec3ric revenue breakdown, '08: residenliai, 41%; commercial, SC 29033. Tel.: 80~217~9000. Internet: wvm m a  mm. 

We now estimate that SCANAS earn- ring preconstruction costs for things such 
ings will be flat in 2009. We raised our as site preparation. The BIlRA lessens, but 
share-net estimate by a dime because does not eliminate, the rislcs associated 
third-quarter profits were better than we with building such a large project. 
expected, thanks to a tax refund. Our re- S C E t G  received a gas rate increase, 
vised estimate is a t  the upper end of the a3 well. Gas tariffs were raised by $13.0 
company's targeted range OF $2.80-$2.95. million (2A%) a t  the start of November. 
Rate relief (discussed below) and the bene- Under state law, the utility was entitled to 
fits' of an improving economy should en- a n  increase because its earned return on 
able earnings to advance slightly in 2010. equity was more than half a percentage 
We're sticking with our estimate of $3.00 a point below the allowed ROE of 10.25% for 
share. 
South Carolina Electric & Gas re- 
ceived a $22.5 million ( E . l % )  electric 
rate hike under the Base Load Review 
Act (BLRA). The BLRA enables the utili- 
ty to receive rate relief annually (outside 
the parameters of a general rate case) t o  
recover the constniction work in  progress 
for base-load generating facilities such as  
the nuclear plant that SCE&G is propos- 
ing to build. This facility would provide 
1,229 megawatts of capacity a t  a cost (in- 
cluding transmission) of $6.9 billion. The 
company won't be able to begin constnic- 
tion until it obtains a license from the 
Nuclear Regulatory Commission (probably 
in the second half of 2010, but it is incur- 

the 12-month period that ended on March 
31st. 
A general rate application i s  possible 
in 2010, The state of the economy will 
play a part in determining whether 
SCE&G files a rate case. 
We expect a dividend increase in the 
f i rs t  q u a r t e r  of 2010. That has been the 
pattern in recent years. We estimate that 
the board of directors will raise the 
quarterly disbursement by one cent a 
share (2.1%)" 
For utility investors, SCANA stock of- 
fers a yield and 3- to 5-year total re- 
turn potential that are somewhat 
above the induetry averages. 
Paul E. Rebbas. CFA Nouemher 25' 2009 
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3.95 4.01 4.33 483 527 5.16 536 4.91 5.39 571 556 6.50 5.96 6.74 693 740 
I81 1.75 1.94 1.98 220 1.24 166 206 2.55 279 301 393 352 4.231 426 4.43 
1.48 1.52 1.55 1.56 1.56 1.56 1.56 1.00 1.00 1.00 1.00 1.00 1.16 1.20 1.24 1.37 
320 226 1.89 179 174 185 2.48 3.76 522 592 463 462 5.46 728 770 847 
13.01 12.65 13.04 13.46 13.82 12.29 12.58 12.35 13.17 13.79 17.17 20.78 23.95 28.66 31.87 32.75 
116.52 116.54 116.54 116.63 113.63 237.00 ,237.40 201.90 204.48 204.91 226.M 234.18 257.19 262.01 261.21 243.32 
143 11.8 11.2 11.3 108 21.1 128 94 97 82 90 8.6 11.8 11.5 140 118 

73 61 50 45 I 51 45 

71430 8029.0 60200 7887.0 94100 

.M .n .xi “71 
5.7%. 7.4% 72% 7.0% 5.2% 4.1% 4 4% 3.7% 2 9% 

CAPITAL STRUCTURE 6% of 9/30109 
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mill. Duo In 5 Yrs $3022 0 mill. 
LT lntettBt $380.0 mill. 

1,373,770 shs. 4.407~5% curnulalive, $20 par, call. 
able $20.25$2:4; 2040,MX) as. $1.70-51.82: cum., 

tractive for Sempra. Maintaining the billion. - 
Ca!- GlJAblERLYREYEN E$ (S mill) FUII 

md,,r ~ ~ ~ ~ 3 1  jun.30 &QJ Year status quo is not an option because Euro- We have lowered our 2010 earnings _ _ _ _  ”_-- .!-. A,.2.. I.._.-. Dean reeulators are forcim RBS to sell its estimate bv $0.15 a share. to $5.10. ZWb jjJb 24Mb LbYL) dC43 
2W7 3004 2661 2663 3110 
2008 3270’ 2503 2692 2293 
2E59 2108 1689 1853 2wo 
2010 2400 2wO 21W 2500 
Cab EAMNGSPERSHAREA 

3ndw lsr.31 Jun.30 5q.W Dec.31 
2006 90 71 129 133 
2007 86 1.06 124 1.10 
2w)8 92 98 124 130 
2009 129 106 127 1.18 
2010 1.30 1.20 1.30 1.30 
caj. QUARTUnYMYlDENDSPAlDBat + Ysr.31 Jun.30 Sep.30 Dec,3l 
2w6 29 30 .30 .30 
2007 .30 31 31 .31 
2008 .31 32 35 35 
2009 .35 39 39 39 

31.05 36.15 Revenues per sh 46.01 
8.W 8.70 “Cash Row” per sh 10.75 
4.80 5.10 Earnings per sh A 6.01 
1.56 . 1.72 Dlv’dDeei’dpershBmt 3 

10.35 10.25 Cq’l Spending per sh 9.56 
35.65 39.10 BookValuepersh 50.75 

246.50 249.00 Cummon Shs Outst‘g D 250.06 
10.0 Avg Ann’l PIE Rallo ‘14.0 

.95 Relalive PIE Ratio .E.5 
3 2% Avg Ann’l Div’d Yield 2.5% 
7650 9wO Revenues (Smill) ‘11506 
7205 1305 Ne! Profit ($mill) 2 30.0% 30.0% IncomeTax Rale 30.0% 

12.11% 12.1% ANDC % to Net Profit 10.0% 
47.11% 46.01 Long-Term Deb! Ratio 43.5% 
520% 53.04; Common Equity Ratio 55.0% 
16925 184w Total Capital (Smill) 231W 

8.5% 8.5% Return on Tolal Cap’l 8.0% 
13.5% 13.0% Return on Shr. Equity 12.0% 
133% 133% Return on Com Eqully E f2,& 
9.11% 9.0% RetalnedloComEq 8.0% 
33% I 33% l All Div’ds lo Net Prof I 35% 

~ 18650 20325 Net Plant ($mill) 2M40 

2-I- 
nuclear and gas. Has various nonulility subsidi. 

estimates and projections are for Sempra 

That’s because interest expense will proba- 
bly be higher than we had expected, fol- 
lowing the issuance of $750 million of 
long-term debt last fall. Our revised profit 
estimate for 2010 is still within Sempra’s 
targeted range of $5.00-$5.25 a share. 
We estimate that the board of direc- 
tors will raise the dividend Iater this 
month. This is when the directors normal- 
ly consider a dividend hike. We estimate a 
boost of $0.04 a share (10.3%) in the quar- 
terIy payout, but we don’t know how the 
situation with the RBS joint venture will 
affect the board’s decision 
Investors should stay on the sidelines 
for now. An unfavorable outcome to the 
joint venture might hurt the share price. 
Paul E. Debbas. CFA Februan, 5.2010 

“ I  



2(303+J&=&---.---- - 
_ii___ 

Staff 2nd Set of Rata Reque>fs'-- 
Order dated February 12, 2010 

n. rentals $13 1 mill. 
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Ann'l Tolal 

Insider Decls ions 

lnetltutlonal Declsions 

23.08 23.93 24.71 25.14 30.79 29.4 
61.62 61.62 62.86 64.63 65.41 65.9 
126 11.6 11.7 11.7 - -  1 8 d  
.74 1 ,761 ,781 .73 I . " I  .!3 

5.6% 6.8% 6.4% 6.8% 2.3% 5.5% 

:APITAL STRUCNRE as of 913W 
lob1 DebCS2659.5 mill. D p  In 5 Y n  $170.0 mill 
J Debt $2490.9 mill. LT lntaresl$140.0 mill. 
LT inlerast eamed: 2 . 4 ~ )  

'ension Assetn-lU08 $31 1 mill. Oblig. $629 mill 

Yd Slock$21.4mill Pfd Div'd $i.Omill. 
121,613shs. 4 1/2%, callable 108; 54,970shs. 
I 1/4%, callable 101 50; 37,780shs 5%. callable 
02. All cum. $100 par. 

:ommon Stock 109,029,629 shs. 88 of 10/22/09 
JARKET CAP: $2.4 blllion (Mid Cap) 
iLECTRiC OPERAllNG STATISTICS 

2006 2007 2008 

;k&tfW!!(<) 4.58 4.55 5.06 
6033 6178 6508 

~~~ 4914 
4836 4754 

540 54.5 550 

I y&~*WI  5+$t gig &?& 

#alz@mmmb,Bnd) t1.2 t l .0 t.7 

aedGhugoCor.p) 291 302 263 
iNhUAL RATES Past Post Esl'd 'OW08 
Ichalge(persh) IOYra. SYm. lo'12-'14 

Cash Flow" -3 5% -5.0% 4 0% 
tevenues -5.5% -7.0% 30% 

:arnings 1.5% 21 5% 4 0% 
lividends -6.5% -0.5% 4.5% 
lookvalue -4 0% 10% G . O I  

!WE 40.8  451 2 574.9 4061 10390 
!009 1 421 8 4678 5285 441.9 I I860 
!010 440 480 595 

34 36 99 ;!: 1 2 3  06 81 l! 1 ;,! 
io09 10 35 73 .22 1.40 

751 696 5.32 4.77 377 3 12 3.28 3 94 377 3 14 3.70 4.10 "CashRow"persh 1 4.55 
148 89 d58 1.W 148 1.17 1.55 1.88 1.84 1.31 1.40 . 1.70 Eamingspersh * 211 
2.14 1.44 1.20 1.20 .87 80 .92 .98 1.08 1,16 1.20 1.24Oiv'dDecl'dperrh8.t f.4 
4.09 4.40 337 189 206 219 245 395 784 8.65 5.65 5.90 Cap'iSpendingpersh Z4! 

27.83 2720 25.97 13.68 1423 I 16.13 16.31 17.62 19.14 20.18 21.10 22.25 RwkYaluepershc 27.21 
67.40 70.08 70.08 71.51 72.84 '86.03 ,!86.84 87.39 95.46 108.31 109.00 110.W CammonShsOutst'g E 114.M 
17.2 206 ". 14.0 108 17.4 ..: 14.8 122 14.1 170 mldflgrntsan AvgAnn'lPEAatio I 12.5 

8,: 
.. "76 62 92 79 66 .75 102 var~-uno RelativePiERatio 

1 rzy 20362 2368.5 2186.3 1771.1 1461.1 14645 15833 1M15.7 17268 18390 1975 Revenues ($mill) 
7:;; 5.8% 8.6% 5.52  3.9% 4.0% 43% 4.2% 52% /egAnn'lDiv?J Yield 1 

39.2% 36.9% 37.7% 22.9% 33.2% 45.5% 472% 49.3% 48.9% 49.7% . 47.5% 48.5% Caimon Equity Ratio 1 52.5% 
47834 5169.3 4822.4 4272.4 31273 30492 3000.4 3124.2 37383 44001 4820 5070 ToIalCapital(Smili) i 5921 

4 5% 3.4% 1 5% 4 4% 7.0% 55% 6.2% 6.7% 5 8% 4 2% 4.5% 5.0% Returnon Tolal Cao'l I 5,5% 
3889.4 3993.4 4042.9 3995.4 3909.5 3911.0 3947.7 4071.6 4803.7 5533.5 . 5850 6JW NelPlant(Smi1l) I 6.5% 

53% 32% NMF 59% 102% 7 I% 94% 106% 9 1% 6.2% 6.5% 7.5% ReturnonShr.Eq&y 7.5% 
5.3% 3.2% NMF 7.3% 10.3% 7.1% 9.5% 10.7% 9.2% 6.2% 6.5% Z5%RetumonComEquityO 7.5% 
NMF NMF NMF NMF 49% 32% 43% 55% 43% 1.2% 1.0% 2.0% RetainedloComEa I 2.5% 

' 

NMF I NMF I NMF I 120% 1 53% I 56% I 55% I 49% I 53% 1 BO%] 85% I 72% (AllDlv'dsloNetProf I 66% 
BUSINESS: Weslar Energy, Inc , foi ier ly Weslem-Resourcos. is plant age: 16 years. Fuels: coal, 53%; nuclear, 8%; gas, 38%; 
Ihe parenl 01 Kansas Gas 8 Electric Company. Weslar supplies olher, 1%. Has 2,415 employees. Barclays Global Investors owns 
eleclricity lo 679,000 cuslomers In east Kansas Electric revenue 6 1% 01 common; OH 8 dir"* less than 1% (409 proxy) Chairman: 
sources: residential and rural, 40%; commercial, 38%; industrial. Charles 0 Chandler IV Pres. 8 CEO: William 8 Moore Inc : Km- 
22%. Sold inveslmenl in ONEOK In 2003 and 85% ownership in sas. Address: 818 South Kansas Avenue. Topeka, Kansas 66612 
Proteclion One in 2004. ZOO8 depreclalion rale: 3.7%. Eslimaled Telephone: 785.5756300. Internel: www weslarenergy.com 

Westar  Energy  reported a moderate rate relief is encouraging, as it depends 
decline in revenues and share earn- upon such approved increases to com- 
ings for the third quarter. This was pensate for rising costs and capital out- 
partly a result of lower retail sales, owing lays. 
to cool summer weather and softness in Westar continues to progress with an 
the broader economy. Wholesale revenue expansion of its transmission system. 
also declined, primarily due to lower aver- This 345-kilovolt, 100-mile line from 
age market prices. In light of third-quarter Wichita to Salina ought to be placed into 
weakness, the company has lowered its service in late summer 2010 The project 
share-net guidance for full-year 2009, and should improve the flow of power to the 
we concur. Overall, we anticipate just area. Meanwhile, the Prairie Wind joint: 
modest bottom-line improvement for the venture project appears closer t o  approval. 
current year. Results may prove more fa- The construction of extra-high capacity 
vorable in 2010, assuming a better operat- transmission lines should enhance access 
ing environment. to lower-cost electric power markets, and 
The company is seeking higher rates improve the eficiency of the electric grid. 
in Kansas. In June, it filed an ab- This stock has fallen a notch in 
breviated rate case, requesting an increase Timeliness since our September 
in  retail prices of $19.7 million. Westar review, and is now ranked to trail the 
cited costs associated with investments in broader market for the year ahead. Look- 
natural gas and wind generation facilities. ing further out, we anticipate higher share 
Testimony from the Kansas Corporation earnings at  the company by 2012-2014. 
Commission recommends a base rate case But, from the present quotation, this issue 
adjustment of $17.1 million. Management has unimpressive total return potential for 
anticipates a final decision on this matter the coming 3 to  5 years. Still, income- 
by late January. This follows other rate oriented investors may find this issue's 
hikes granted in  JXansas earlier in  the healthy dividend yield attractive 
year. The company's focus on obtaining Michael Napoli, CPA December 25, 2009 

-" -_____.- 

nalerial is oblained from soulces believed lo he reliaMe and Is prwided vinhwl wananlies 01 any bod. 
OMISSIONS HEREIN lhis ubliceCon is Siricly lor subscriber's om, non.commorcia1, inlamol use No pan 
Wmii or Mher form. or umflof generating or markeang any printed or elmonic publieation. senice 01 produd 
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LT Debt $3631.2 mill. LT Interest $203 3 mill 
Incl. $149 0 mill. capilalized leases 
(LT inlerest earned: 3 2) 
Lenses. Uncapitalized Annual rentals $23.6 mill 
Pension Assets-lUJ8$719 2 mill Oblig. $1.14 

260,oOO shs. 3.60%, $100 par, callable at $101; 
44,498 shs. 6%, $100 par 
Common Slack 116,911,016shs. 

el: w.wisconsinenergy.cam. 

that is leasing it to- 
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. 
nUldUYr ri,w ~iLdllgil1 u- 

BETA 65 (1 ca= Markel) 2.1or-1 spli: W98 - 
2012.14 PROJECTION 

' nnf'mr. 

H R M J J A S O N  i Nonl 
2 D 1 2 0 D 0 0 DI loSw ! 

OpIP61 O O O O O O O O D  
tosrli 0 0 0 0 0 0 0 0 
Inst i tut ional Decisions 0 l " r  

% "4': 1 %::it i: IoE; ~ I% 
IOSell 174 171 175 traded 
Hid' 0 266312 260458 267095 
Xcel Energy was formed through Ihe merge 
of Northern Stales Power and New Centuq 
Energies on August 21, 2000, NSP stock 
holders received one share of Xcel lor ever! 
NSP share, and NCE stockholders receivec 
1.55 shares of Xcel for each NCE share 
Data prior ta 2000 reflect NSP on a stand 
alone basis and are not comparable wilt 
Xcel data. 
CAPITAL S T R U . E  as of 9/30/og 
Total Debt $8623 9 ml(1 Due In 5 Yrs $2868 8 mill 
LT Debt $7945 4 mill 
lncl 8.Mx).OOO shares 7"875% laxdedudible Trus 
Original& Preferred Securilies, liquidation value 
$25/share; 7,760,W shares 7.60%, curnulalive 
$25 par: $100 mill 7.85% lax,deduclible Trus 
Preferred Securities. 
(LT inlerest earned 2 9x) 
Leases, Uncnpitallzed Annual rentals $le6 4 mill 
Pension AssetslU08 $2.19 bill. Oblig. $2.60 bill 
Pfd Stock $105 0 mill. Pfd Dlv'd $4 2 mifl 
1,049.800 shares $3 60 lo $4 56, cumulative, SIN 
par, callable $102.00 Io $103.75. 
Common Stock 456,645,598 shs as of 10126/09 
MARKET CAP: 19.5 billion (Large Cap) 

LT Interest $516.5 mill. 

i STATISTICS 
2006 2007 2008 
t1.8 +2.0 +.8 
153 153 155 

6.55 6.57 7.28 
NA NA NA 

21255 21108 20596 
NA NA NA 

e l  2 t.9 +1 1 

ELECTRIC OPERATING 

h6daLqaCw (%I 238 256 248 
ANNUAL RATES Pest Post Eot'd '06-'38 
,lchange(persh) 10Yn. 5Yr8. lo'12-'14 
pevenues 25% -35% 20% 
Cash f l o g  - I  5% .20% 40% 

Earnlngs -2 5% 1 0 %  65% 
Jividends .4 0% .4 0% 311% 
Book Value 

2008 146 
2009 149 
2010 1.60 
Cal- Full 

Yeor 
2006 88 
2007 91 
zooa 94 
2009 97 
2010 

- 
-_ 

__ 

EIISINESS: XI 

64 
48 
40 
32 
24 
20 
16 
12 

8 
6 

509 / 3 14 1 335 327 328 3.61 345 350 3.50 3.70 "Cash FIow"per sh 450  I 

1.46 149 1.60EnrnlngspershA 2.01 

466  I 3.95 4.85 Cap'lSpendingpersh 5.75 
15.35 15.90 16.55 BookVaiuepersh 19.25 

.94 1 3 7 '  7.00 Div'dDeci'dpershBn 7.11 

.-3&457,CU 460.50 Common Shs Outst'g D 470.Ul 
Avg Ann'l PIE Ratio 11.5 
Relative PIE Ratio * 75 
Avg Ann'l Div'd Yield 4.8% 

116 136 154 148 167 

5,3% 6.6% 1 5.2% 4.78 4 6% 4 4 5  4 0% 4 7 1  

15028 9524 4 I 7937 5 83453 9625 5 9840.3 10034 126Ul 
7847 1776 5100 5269 4990 5687 5759 645.7 6855 745 NetProfii $mill I 976 

I 35.m X I 3 5 % - I 2 3 7 %  1232% 258% 1242% 1 338% 3 4 %  I 351% I 35.0% IlncameTdxRati 
10.996 8.5% 9.8% 12.5% 15.9% 16.8% 12.11h ANDC%loNefPmlil 12.0% 
550% 51 7% 52 1% 497% 52.2% 52.0% 53.0% Long-TermDebtRatio 51.0% 
44.1% 47.3% 47.0% 49.4% 47.1% 473% 46.0% Common E ui Ralio 48.5% 

186W 
14096 14696 15549 16676 17689 78575 19825 NelPlant(Smil1) 23701 
11801 11398 12371 12748 148w f53M I 165W TotalCaplt~l(~1i l)  

62% 6.2% 62% 6 3% 6.0% 4 6.0% Return onTotal Cap'l 7.0% 

66% 

1 Enerow Inc IS the oarenl 01 Norihem Slates Inc. 1 9 mill 08s Electric revenue breakdowii. '08 residential. - " I  

Power, which suppies power lo Minnesdla, Wisconsin, North Dako. 28%: commekal 8 induslriat, 53%; olher, 19% Generating 
la, Soulh Dakota. Michigan, 8 gas lo Minnesota, Wisconsin. North sources not avaiiable Fuel costs: 61% of revs '08 reported deprec. 
Dakota. & Michigan; Public Service ot Colorado, which supplies rale: 3.2%. Has 11,200 ernployess. Chairman, President 8, C E O  
power 8 gas to Colorado; 8 Soulhweslem Public Service, which Richard C. Kelly. Inc.: MN. Address: 414 Nicoliel Mall, Minneapolis, 
s ~ p p l l 6 ~  power lo Texas & New Mexico. Cuslomen: 3.4 mill elw- MN 55401. Tel.: 612-330-5500. Inlernel: m.xcelenergy,com. 

Xcel Energy's utility subsidiary in of $10.9 million in a regulatory settlement 
Colorado has received part of the rate that  did not specify an allowed ROE. 
increase  that i t  was granted. Public We es t imate  that earnings will rise in 
Service of Colorado had filed for an electric 2010. The rate relief that Xcel's utilities 
rate increase of $177.4 million (6.7%), received in early 2010, along with a full 
partly to place the Comanche 3 coal-fired year of increases granted in 2009, are the 
unit in the rate base. The Colorado com- primary reasons for bottom-line growth. 
mission granted the utility a rate hike of Our share-profit estimate of $1.60 is at the 
$128.3 million, based on a return on equity midpoint of Xcel's targeted range o f  $1.55- 
of '10.5% But, because Comanche 3 didn't $1.65. (The delay for Comanche 3 is not 
enter commercial operation a t  the end of expected to  affect earnings; Xcel did not 
2009, as  scheduled, PS. of Colorado was revise its 2010 guidance.) 
]iermitted to put just $67.0 million of the Xcel is proposing a nuclear  u p r a t e  
rate increase in effect a t  the start of 2010. p r o g r a m  at its t w o  nuclear stations. 
Once Comanche 3 begins service (some- This would add 235 megawatts of capacity 
thing that was expected in February of and extend the plants' life by. 20 years. 
2010), electric rates will be raised by an The cost would be $1.1 billion. The compa- 
additional $54 0 million. The utility will ny stiIl needs some federal and state regu- 

start nF 2011, to reflect higher property 
taxes. 
Northern States Power  has received 
small electric rate increases  in Wis- 
consin and S o u t h  Dakota. In Wisconsin, 
NSP was granted a tariff' hike of $6.4 mil- 
lion ( I  2 6 )  based on a return of 10.4% on a 
common-equity ratio of 52.3%. In South 
Dakota, the utility received o rate increase 

___ 

receive tile remaining $7.3 million a t  the 1atni-v annrnvals hpfnre it. m i 1  nmreorl wit.h -I--- -TT-- -I_ - -  -I._ *- ~ - -- -- . . --__ 
the program 
More-at t ract ive selections are avail- 
able elsewhere. The share price didn't 
fall as much as  most other utilities in the 
sharp market downturn that began in Sep- 
tember of 2008. The yield is about equal to 
the industry average, but 3- lo  5-year total 
return potential is below avqiage 
Paul E. Debhas, CPA Pebruury 5, 2010 

I &--..--.- -- 
\I Diluted EPS Bcl .  norirec. loss: '02, S6.27; por ui- lale Apr. (E) Div'ds historically paid in Rate allowed un tom. eq.: MN '09, 10.88%: WI 
ilns (losses) on disconl. ops.: '03. 27p; '04, mid an , Apnl, July. and Oct Div'd reinvesl '08, 10.75%: CO 'IO (elec.), IO 5%; CO '07 
&I)' 05 34; '06, It; '09, (le), '06, '07 & '09 plan avail (C) Incl. inlan In '08: $5.23/sh. (gas) 10.25%; TX '86. 15.05%; earned on avg 
PS bon'i add due lo rounding Next egs re- (D) In mill. adj for splil (E! Rate base: Varies. com. eq , '08: 9.7%. Regulatory Climale: Avg 

I Com any's Financial Strength B+t  

Price Growth Perslslence 25 
1 Stoc!'s Price Steblfity 100 

1 Eernlnas Predlclabllitv 60 





ICPSC Case No. 2009-00459 
Commission Staff's Second Set of Data Requests 

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

Kentucky Power Company 

REQUEST 

Refer to the Avera Testimony at page 29 and Exhibit W A - 2 .  

Provide a detailed explanation of liow the stock prices were estiiiiated to deteriiiiiie the expected 
dividelid yield. 

JXESPONSE 

As indicated in footnote (a) to Exhibit WEA-2, the stock prices used to compute the divicleiid 
yield for each of the utilities in the proxy group were those reported by the Value Line 
Jnvestmeiit Survey in its Sunzi7znr.y nnd h d e x  (Nov. 6, 2009). 

WITNESS: William E Avera 





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

Orcler Datecl Febroary 11,2010 
Item No. 22 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Refer to the Avera Testimony at page 35 and Exhibit W A - 2 .  

For regulated utilities, tlie return 011 equity aiid overall returns are determined in part tlirough rate 
proceedings by state regulatory cominissions. Provide cui explanation of why tlie sustainable 
growth approach does not prodiice a circular argument for deteriiiiniiig regulated utility returiis. 

RESPONSE 

While Dr. Avera’s testimony iiidicates that the earnings growth projections of secuiities analysts 
provide a superior guide to iiivestors’ expectations, the sustainable growth approach is ii-equentl y 
rerereiiced in regulatory proceedings and is coiisisteiit with the theory uiiderlyiiig the coiistaiit 
growth DCF model. In iinpleiiientiiig the coilstant growth DCF model, a key requirement is that 
the growth rates reflect the forward-looking expectatioiis of investors, wliich includes their 
assuiiiptioiis iegadiiig the actual rates of return expected in future periods. These expected 
eariiecl rates of return are dependent 011 the authorized rates of re twi  that are expected in fiiture 
periods. This is also the case for future growth iii eariiiiigs, dividends, and book value, which are 
all ultimately tied to a utility’s ability to recover its reasoilable and necessary costs o r  service, 
iucludiiig a fair ROE. In other words, it is iiivestors’ expectations - including those foi l i m e  
allowed ROES - that determine observable stock prices, and tliese are the only piopei basis roi- 
tlie growth rate used iii applying the DCF model. 

WITNESS: WilIiain E: Avera 





KPSC Case No. 2009-00459 
Commission Staff3 Second Set of Data Requests 

Order Dated Febriiary 12,2010 
Item No. 23 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Refer to the Avera Testimony at page 36 aiid Exhibit WEA-2. 

Other than MI. Avera’s prokssioiial judgmeiit, there does not appear to be any basis for using the 
expected growth rate in stock prices as the appropriate variable in the DCF analysis. Provide 
appropriate academic studies or texts that recoiiiiiieiid using the expected growth rate in stock 
price as an appropriate variable in the aiialysis. 

RESPONSE 

Referelice to iiivestors’ expectatioiis for growtli in sliare prices in applying tlie DCF iiiodel is 
based directly oii the theory aid assuiiiptioiis uiiderlyiiig this approach, and not on Di Avera’ s 
professional judgment. Tlie DCF model is based 011 tlie premise that observable stock prices are 
equal to tlie present value of tlie cash flows that iiivestors expect to receive, both in the foriii of 
divideiids and stock price appreciation over their holding period. Tli~is, growth in stock price is 
directly related to iiivestors’ expected retLulis, and projected stock prices fioiii iiivestiiieiit 
advisory services such as tlie Value Line Iiivestiiieiit Survey (“Value Line”) are widely 1 eported 
aiid available to iiivestors. For exaiiiple, Value Line reports tlie aimialized total expected ieturii 
based 011 expected sliare price appreciation for each of the stoclts it covers (see,  e g , W - 4 0  
providecl on the CD in respoiise to KITJC 1st Set, Item No. 1). In otlier words, projected growth 
in stock price is directly relevant to an aiialysis of tlie fiiture cash flows that iiivestois expect to 
1 eceive when they p~ircliase coiiiiiion stoclts aiid is entirely consisteiit willi tlie uiirlerl yiiig basis 
of the DCF model. Similarly, under the assmiiptions required to derive tlie constant growth foiiii 
of the DCF model, stock price, eariiiiigs, divideiids, and boolt value are all expected to glow at 
the same rate. Dr. Myron Gordon noted in his seiiiiiial article, The Cosl of Ccpifcil lo a Public 
IJlility (1 974), that growth in stock price could Serve as aiiOtlier guide to investors’ growth 
expectations in the coiistaiit growth DCF model, observing that, “[T]lie rate of growth in the 
piice of a stock “ . .  will respoiid to all of the factors iiieiitioiied above aid, in aclditioii, to the 
yield investors require on the share.” Similarly, The Cost of Cnpilal - A Prcrc/i/ioner.’s 
Guide, ( 1997) published by the Society of [Jtility aiicl Regulatory Fiiiaiicial Analysts, observed 
that under the assumptions of the DCF model, “The stock price grows proportioilally to the 
growth 1 ate.” Copies of the above-re€ereiiced sources are coiitaiiied 011 tlie CD provided in 
I espoiise to I<IUC 1 st-Set, Item No. 1. 

WITNESS: William E Avera 



KPSC Case No 2009-00459 
Staff 2nd Set of Data Requests 
Order dated February 12, 20 I O  
Item No 23 
Page 2 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 3 of 125 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 4 of 125 

tij 
4-4 a 
2 
U 

r_ 

CI -4 
cd 

3 
U 

.. 
N 

8 
4 
4- 

0 
U 

c 

4 

-r. 
m 
u a a 
VI 

2 
E-. .. 
m 
k 
Q) 
e+ 

3 r: 
U 



KPSC Case No 2009-00459 
Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 5 of 125 

h 
=t: 

Y N ?  
0 0 0  x * * *  r( 

B 

0 
.I4 

a 
$ 

E 
E 
IG 
E-. h 

Y 
h 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 6 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
item No 23 
Page 7 of 125 

h 
N 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 I0 
Item No 23 
Page 8 of 125 

“ X  3 x 4  a 

R 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 9 of 125 

I .  



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item Na 23 
Page 10 of 125 

x 
x 
.- 

__. . . A -  ... *. 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Itern No 23 
Page 11 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Itern No 23 
Page 12 of 125 

. 

a, 
.w 
2 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 13 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 14 of 125 

C 
9 

U 
3 

m 
0 
)I 

4 
E: 
.C 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 I0 
Item No 23 
Page 15 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
item No 23 
Page 16 of 125 

E 

. . . , . - . . .. - . .  - - -. . . 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Itern No 23 
Page 17 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
Item No 23 
Page 18 of 125 

%- 

Q" 

d 

4 
+ t  

1-4 

d 

-I_--- " __ ~ "" . , . . , ,.. -._. . .. . ~ . -..---~-- - 



Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
Item No 23 
Page 19 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 20 of 125 

fi 
.r( 

In U 
?-4 

2 
E 
'1 
h 

_I z 
d. w 
ell 
C 
h 

a 

.r( 

2 
E 
.e m 

r_l 

N 
2 u 

c1 
5 

I 
x 

+ 
4 r; 

II 
4 



Staff 2nd Set of Data Requests 
Order dated Februaw 12, 2010 
Item No 23 
Page 21 of 125 

C 
0 e 
0 
U 

e 
- 
C 

z 

0 
N 

c 
I 
x 
4 + 
v 

2: 
II 
a, 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 1 0 
Item No 23 
Page 22 of 125 

m 
N 

C 
0 

0 
E 
W 

C 
2 
r" 

N 
N 

73 

a, 
5. 
a, 

E 
m 

(6 

0 
.u 

3 
0 
Y 
ul 

ul .- 

II 
a, 

I 

4. 
a. 
II 
4 

a. 
v 

h 

c? 
4 
N 
v 

IC_ 

"f 
4 
N 
u 

x 

cf 

c .- 
a 

m 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 23 of 125 

Ln 
N 

h 

T! 
‘s 
N 
c_ 

h 

‘g 
r9 
N u 

c-.l 

Y 
_.. 3 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 24 of 125 

a 

I I  

sf 

._. . . -_  _.. 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 25 of 125 

..--. 
Q 
h. 
N w 

CI 

a! 
h 
N 
v 

P 

II 

x c 
a, 
ti 

0 

s 
.r( 

1 
C 
0 x 
U 

C 
P 
r" 

0 

5 
r;. 

I 
Y 
+ 
R 
II 

v 

k" 

d. w II 

4 
=io 

a 
d m 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 26 of 125 

a 
5 

4 

n 
m + 
2 
+ 
rr U 

P 
I I  

P 
m 

i L - 
P s 
c: 

4- + 

c 
.- ... 
W 

Y 
+ .c 
c 

a 
5 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Itern No 23 
Page 27 of 125 

m m 

z 
.g 
d 
Q 

9 ... c 
.L c 

i! 
9 

P 

4 

m 
U 

a 

1 
=;3̂  
I 
rl 

r, 
LI 

A 
B 
c s 
0 c 

v ) h  
I- m 
.z E 

4 
h 

-4: 
I 

L. 

v, 

I 

I 
2 
4 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 28 of 125 

v, m 

c . .  

K 
O 3 
C 
2 
r" 

0 m 

+ II 

C .s 
d 
e t 

ei 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 29 of 125 

h 
m 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Itern No 23 
Page 30 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Itern No 23 
Page 31 of 125 

-. . .  . . - -  _ _  . - ..- . .. 

c 
Q e 
0 u 
C e 
r" 

0 
Q 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 32 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12,2010 
Item No 23 
Page 33 of 125 

C 
0 

-i 

r" 

U 

e 
-. 
C 

v 
-4. 



C 
0 e 
rls 
C e 
r" 

Staff 2nd Set af Data Requests 
Orderdated February 12, 2010 
Item Na 23 
Page 34 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 35 of 125 

- -  -I - 

C 

E s 
c e 
E” 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 36 of 125 

L9 x 
ao 
h 

0 
t- 

I 

+ 
r, 
w 

clp 

s 
I 
e 
U 
r_\ 

D. 
t- 

I 
?I 
v 

h 
+ +  
4 -  

. .. . - 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 37 of 125 

m 
ln 

al iz 

E 

hl 
ln 

I1 
N 

rr x x 
-I- 



I/ 

II 
R, 

Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 38 of 125 

.a 
I 
Y 
"0 

I 
24 

I I  

a. 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 39 of 125 

h 
In 

K 
0 x 
V 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 40 of 125 

S 
0 
E s 

co 
m 

F: 
.r( 

w U - 
1, z 
a 
c 
2 
c 
0 
.d 

m m 

E x 
a, 

II 

4 + 
a, 
2 
Ill 
$. 

r - l  

Y 



Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
Item No 23 
Page 41 of 125 

s x 
U 

c e 
r" 

0 ro T 

cq 
f 
r+l 

II 
N 

m 
cq + 

t 

Y 
L_I 

+ 
II 
Y 

U 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 42 of 125 

C 
0 x 
U 

c 

E 

N 
9 

to 
.A 

II 
a 

to 
w .-( 

2 z 

4 
U 
01 
4 
E 
5 
'$ 
a, 
u-l 
0 
a + 
nt > 
C a a 

.I .c.' 

.- 
al 
5 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No. 23 
Page 43 of 125 

-- .- 

II 
n, 

Y 
4 cz 

1 
Q 

a 
I 
a a 
I 
a 

-.r 

Y 

II 

4 
U 

E 
I 
r( 
_.I 

m 
0 .... 



Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
Item No 23 
Page 44 of 125 

c 
0 

V 
3 
e e 
r" 

UY 
L n  

I 

G -.. 
a7 
+ 
%-I 
v 

W 
x 

c 
.r( 

8 

; 
N 
0 
.cI 

... z 
U * 
W 
v) 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 45 of 125 

5 s  
v) d m 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 46 of 125 

& 
8 
.E t- 

p1 s t- 

9 
0 

4-4 
4-4 
U 
e, 

a H 

5 
'5 
Q) 
;z 
a 
t, 

.- .Id 

.e 
U 
al 

I 
kl 
\. 

x 
2 u 
.& 3 
;> 
0 
v) 

3 

13 s 
8 
N 2 

C e 
r" 

0 r. 



Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
Item No 23 
Page 47 of 125 

% 
P 
U 

e 

0 

_.) 

C 

i? 

N 
h 

tn m 
5 
al Q 
5: 
l-4 
0 u 

.d i 
E 
U P 

tn m 

x m 

7 3  

fi 
8 
z 
N 

a; 
2 
I 

l-4 

II 
3 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 48 of 125 

c. .- 
ul U 3 

2 
E 
VI 

0 w 

U 0 
W 

P 

B 
'5 
W > 
cd 

"A 
4 

.?; 

s 

ci al a 
W 

M 
fi 

b 
3 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 49 of 125 

h 
h 

6 E 

C 
0 a s 
C e 
r" 

\D 
h 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 50 of 125 

rq + 
tir 

II 
N 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 51 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 I O  
Item No 23 
Page 52 of 125 

h 

'f 
N 
m 
u 

% a 
r-l 

c? 
2 
v 

h 

u! 
v 2 

2 
.r( w 
a, a 

I 
h 
u 

m m u + 
G 
u 

$ 
U 

u! 
Y 

--. 

rn m 
c 
K 
5 

w .- 
a, 

4- 

E! II 

N co 



C 
0 

W 
3 
C 
P 
f 

Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 53 of 125 

4. 
a 
m 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 54 of 125 

h 

e'! x 
__I 

C 
0 
-E 
(15 

ui 
.cI 

W 
v) v) 

m 
d .e z 

c3 
E 

-5 

W ,w 

E 

C 

M 
3 

.C.l 

a, 
U 

9 
3c 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 IO 
Item No 23 
Page 55 of 125 

C 
0 

3 
U 

C 
!2 
5- 

co m 

a, kl 

m 2 
B 
m 
VI m 

B 
Lu W 
0 

2 

d 
K 

n 
€2 z 

I 
L 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 56 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 57 of 125 

C 
0 z u 
C 
2 
r" 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 58 of 125 

m 
c4 
03 8 

9 
N r( 

9 
h W 
a! 

id 

w w 
"6, 
-4 

5 
8 
P 

t e 
f U 

f 

0 c 

II II d 
4. 

f rc 
3 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
item No 23 
Page 59 of 125 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 60 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 61 of 125 

C 
0 
P s 
r" 

__.I 

E 
2 

8 
r- 



KPSC Case No 2009-00459 
Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
Item No 23 
Page 62 of 125 

C 
0 

73 u -. 
C 

E 

N 

5! 

II 
a, 

rn 
.d 

3 
a, 
I" 

h 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 63 of 125 



Staff 2nd Set af Data Requests 
Order dated February 12, 20 10 
item No 23 
Page 64 of 125 



Staff 2nd Set of Data Requests 
Order dated Februarv 12, 2010 
Item No 23 
Page 65 of 125 

.i3 
3 
.- 

c 
F: z 
P 

C 
0 

F 
U 

z 
Pp 

c 
2 
W 

P - 

v) 
a4 a 
II 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 66 of 125 

,--. 
'4 
c1 
@ 
Y 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 67 of 125 

..-- M - -  
r-- - 

01'1 

60" 1 

80' L 

O t " 2  

L o x  

G0.L 

.t" 
% 

2 so1 
I- E? 
5 

- ? 

f- 
'a 

C 

SO'l 

ZO' l  

00'1 

00'1 

E 
2 

FL90' 

9690' 

EOLO' 

1890' 

8L90' 

9990 

8S90 

LZ90 

LP9Q 

osgo' 

VE90 

Le* 

La' 

Z 6  

66" 

66' 

86' 

L 6  

S6' 

Z6' 

Le* 

26' 

6PBO 

L980' 

Z Z 8 0  

SSLO' 

LELO' 

LZLO' 

90LO' 

1690' 

91LO' 

8PLO' 

1690" 

OPLO' 

LSLQ' 

19LO' 

9PLO 

ZZLO' 

8690 

9890" 

ewe' 

P990" 

8P90' 

OE90 

L E " 1  

6Z'I 

PE'l 

W l  

EP' 1 

ec'i 

LE'T 

8E" I  

L Z ' l  

1 Z ' l  

VZ'l  

9L60' 6L21' 96'1 

8Z01' 6ZEl' E67 

€660' L E E l '  ZZ'Z 

2x60' E l E l . '  ES'Z 

6880 5921' 69'Z 

S880' 6121' 8 P Z  

S880' 6021' EP'Z 

I i E 8 0  O S l l '  Z9'Z 

6060' 9Sll' 61'2 

9960 0911" P8"1 

0160' ZZIl' ZO'Z 

e961 

L961 

9961 

S96Z 

b96I 

E961 

2961 

l.961 

0961 

6S61 

e m  



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 68 of 125 

2 
c 

e 
B 
a, c 

2 s 
iii 
vj 

V 
v3 a 
& 
a 
E: m 

Y s 
Y 

C 
0 
E s 
f 

- 
C 
P 

2 -- 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 69 of 125 

c 
0 

2 
U 

C 
0 
.d 

w w 
E 
M 
a, " 

H 
Fiv 
4 
+ 
d 
I1 

a 

c 

5 
3 
U + 
U 
I1 

0 

2 
+ 

U + 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 70 of 125 

(IbOO) 

(9POO') 
lE8' 

ZZS. 
(IEOO')  

L6L' 

(8ZOO 
€788' 

bZ00') 

19200") 

(LZOO.) 

(IEOO) 

( € 8 0 0 )  

O W '  

SE6' 

€E6 

068' 

206' 
(WOO) 

616 
(SEO0) 

LP6' 

(1.00') 

(300) 
200'- 

(&OD") 

(POO) 

(€00") 

(COO) 

(€00") 

(€00) 

(€00") 

(€00') 

[EOO'J 

100'- 

EOO' 

000'- 

€ 0 0 -  

ZOO- 

E O 0 ~ -  

€00"- 

800'- 

LOO'- 

ZOO'- 

(COO') 

(POO') 

E0O'- 

GOO.-  

(EOO') 
800'- 
(ZOO') 

(zoo') 

(zoo) 

(zoo) 

€00'- 

900"- 

'100 - 

E O O -  

(EOO) 
E O 0  - 

(EOO') 
PO0'- 

(€00') 
L O 0  - 

(EOO') 
000. 

(€00') 

(€OW) 

(€00) 

(FOO'I 

( € 0 0 )  
€700' 

(zoo9 

(ZOO') 

S O 0  

600' 

PO0 

SOO' 

LOO 

900' 
(EOO') 
500' 

(ZOO'I 

(zoo) 

( Z O O )  

POO' 

900 

SOO' 

(I;OO) 

(LOO') 

(SO0) 
€LO' 

(6001 

(POO.) 

(€OW) 

(POO) 

(900') 

( S O O ' )  

(PO0 I 

(PO0) 

19O 

6LO' 

E90' 

LDO' 

SPO' 

LPO' 

9PO' 

LSO' 

090' 

6P0 

(010) 

(900) 

(LOO') 

860' 

EOI' 

660' 

(800) 
160' 

(0'10') 

(010') 

(010') 

680' 

680' 

680' 
(600') 
P80' 

(010) 

(210) 

(€710) 

160' 

L60 

E60 

8961 

L961 

9961 

S961 

W6I 

E96t 

Z961 

1961 

096 1 

6961 

BE61 

k--- 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 71 of 125 

P 

c? 
P 
9 

r. x 2 

E 
-e, 

a, 
h 

RJ 

.rt 

m 
;If, 
9 N 

* 00 

'di h @4 
U 

3 cy d t- m 
9 

u 
2 

U 
+ 
U 
II 

0 m 
a 
4- 

h 

F!! 
9 

t> 

M 
s 

(D (D 

E: 2 P 

... .- . 

(PO0 1 

I900'1 

(PO01 
oeo' 
(€00") 

(COO')  

(€00') 

(EO01 

(boo.) 

(POO') 

(€00) 

(€001 

€LO' 

ZBO' 

E g o '  

090' 

8SO' 

690 

LSO' 

L 9 0  

ZLO. 

P 9 0  

0 9 6 2  

L 9 6 1  

9961 

5961 

9961 

E 9 6 1  

Z96l 

Z 9 6 I  

0961 

6961 

8S61 

000' 

(EOO'I 

(ZOO') 

(20.0) 

(ZOO') 

(100') 

(100) 

(200) 

( z o o )  

(100)  

(ZOO')  

Z O O  

ZOO' 

100'- 

200'- 

ZOO'- 

too - 

€00'- 

bO0'- 

E O 0  - 

000 

LOO.- 

(zoo') 

( Z O O )  

(zo0)  

(TOO) 

( Z O O )  

(100) 

(ZOO) 

Izo0) 

( z o o )  

(ZOO') 

100.- 

PO0'- 

LOO'- 

200'- 

000' 

000- 

100- 

000 - 

100'- 

zoo. 

€60' 

( 9 Z 0 )  
e60 

(SZO) 
e60 

(910) 

(8ZO 1 
160 

2 6 0  

(6ID) 
2 6 0  

(120')  

( L l 0 )  

(ZZO') 

k Z 0 )  

(OF01 

b60' 

LBO 

960' 

EOI.' 

L 6 0  

210'- 

(EOO') 
LOO'- 

(ZOO')  
eo0 .- 

(ZOO') 

(ZOO') 

(zoo) 

(ZOO') 

(EO01 

(ZOO') 
Sl0'- 

(zoo) 

(ZOO.) 

SL0'- 

610'- 

L IO- 

LZ0'- 

910- 

PlO - 

LID'-  



Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
Item No 23 
Page 72 of 125 

3 
Y, 

1 
rj 

5 
c 

5 
5 
N 

S 
I- , 
Y 

a" 

M 
t 

II 
3 

5 
2 

": 
@? 
-$ 
Y 

C 
0 

3 u 
C 
P 
r" 

N 
N - 

P 
a + 
w w 
U 
+ 
% 

r-7 

E- 

+ 2 
cn cn 
U 
U 

=. 
Y 



VI 
N ,-- 

r_ 

T! 
L? 
ID 
Y 

.- F 
% c- 

b"/ f;l 
r( 

II 

d 
N 

6, 
.r( cn cn 

!? a 

h 

c'! 
v! ro 
Y 

u ... 
Q 

+ 
n: 

I1 

14 

L: 
3 

Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 73 of 125 

I I I I I I  11 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 74 of 125 

c 
0 
II 
8 

9 
N 
7 

9 + 
II 

0 
x 

O 
f? 

10 
N a  
? Q  

W hr .  

r. 
-'.1 

W 
0 0  

I I  
? ?  

h N  

m m  
T- 

"'?! 

m-.? 
O N  
(?e? 

N 
(6 
e? 
I 

a 
(6 0 %- 

3 
'0 

0 m a  

I I  
? ?  

0 m n  

r- 
cm 

N r d 0  

I I  
4'1 

c o r n  
c:9 m m  

v m  " 4  

Ne. 

m m  
91: 

t. ID 
@! 
I 

N 0 m l- 

o m  
' 9 "  

W W  h m  
u ? ?  ? Z  

N 

m - r  
c o w  
c n 0  
M r  

E 

3 
a, c 

m x 
4. 

H 
am 

3 

x 
f 
> 

x + 

n 
x: 
+ 
x 
II 

a 



t-- 

2 
x + 
cr: Em 
x 
+ 
U e: 
(1: 
c 

X + 
0 

R 

II 
c 
E;; m 

cg 
N 
c 

w 
J 
CY 
A 

+ 
ID 

x 
4- 

.- 

Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 75 of 125 

cn 
N r" 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No. 23 
Page 76 of 125 

- _  _ .  - 
4 -- -- 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 77 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Itern No 23 
Page 78 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 79 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 80 of 125 

- -- _-_-- 
I 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 81 of 125 

a, 
.2 
4.4 .e 
In 
0 a 
w .... 
-4 
cc, 
1 
n 
CY 

re 

9 

n 
A 

II 

6 
6 

)-1 

CY 

2 
L1 

rc, 



m 
P 

Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 82 of 125 

f 
0 
T 
8 

N 

2 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
item No 23 
Page 83 of 125 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 84 of 125 

s 
3 
P 

-4 

C e 
r" 

.5 P u 
r; 

_. . .  - 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 85 of 125 

c.-. 
@? 
'-t 
m 
c.l 

.--. 
ti 
2, 

c .-. 
a -.. 
w 
...d 

, . "- 

C 
0 

77 u 
C 
P 
f 

co 
d. 
?-- 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 86 of 125 

, 

8 
0 e 
8 

h 

'9 
'c co 
v 

. 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 87 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 88 of 125 

C 
I? 
r" 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 89 of 125 

x 
8 + 
u 
I 
x 

h 

Y .A 

'd 

0" 
I 
zt 

9 

G 
'E 

II 
x 
II 
N 

=- -- . -  

C 
0 

-E u 
C 
2 
f 

9 
In 
P 

84 c 
d t 

Q, 

P, 

4 
4 

X 

T 

I 2 . J  

m, 
a2 
0 

II 

I 

G 
\ 
rg 
U + 
N 

r( 
I_ 

h 

t, 
I 
x 

Iv1 



Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
Item No 23 
Page 90 of 125 

u. 

B 
PL 
1 
v, 

3 

9 

:: 
c 
0 
I 
x 
I- 

M 
I- 
O 
I 
x 

u 

x, 

4 

El 

u 
I 
x 
I 
0 
I 
x 
M 
i 

.I 

N - 
Y 

,--. 

- 
N 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 91 of 125 

m 
d 
U 

i;i 
'1 

9 
I I  II 

T( 
9 "  " 

d 

& 
N -.. 
b 

m 
6 
I 
II 
v1 

I I  
$. 

'L 

vi 

d 
W 

!, 

To 
a^ 

a, 

I 
d 
4 

L_I 

I 

II 
rc 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 92 of 125 

C 
0 

3 
W 

C 
i? 
r" B 

i; 
Y- 

u, 
rd 

Q 

U 
N 
I 
"... 
B 

d 
I1 

m 

w 



Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
Item No 23 
Page 93 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 94 of 125 

h 
\d 
r 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 95 of 125 

L 

1 

.- 'I 
E 
'4: 

E 

d" 
t. 

cri w 
U 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 96 of 125 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 97 of 125 

C 
!! 
r" 

CI 
r. I 

0 
a 
8 

-+ 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 98 of 125 

c 
0 
-E! 
0 
U 

C 
2 
r" 

c 

d 
f 

a" 
c -- 

a + 

i- 

m 
a 
-t 

U 

i 
w w a 
d 
+ I I  + 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 99 of 125 

r. 
h 
? 

B 
v- 
0 

Y 
0 
b) 
.)J 

E 

m 
m 
01 
U 
k a 

+I 

.rl 

I__ 

'I 
1 
m u 

U E 

+ 

e: 
U 

8 

s 
s P 

C 
t! 
E 

a 
t. c 

, N  
a 
4- 

U + 
*. E 

.E - P 
D c, 

c 

li 

a 
iJ 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 100 of 125 

C 
0 
P 
8 

r" 
- 
C s! 

m 
h ..- 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
item No 23 
Page 101 of 125 

C 
0 3 
C 
9 
r" 

0 z 

~ 
. _I. . -  . -  ..__I- 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 102 of 125 

C 

r! 
8 
C 
!! 
r" 

N 
m 
7.- 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Itern No 23 
Page 103 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12,2010 
item No 23 
Page 104 of 125 

5 % o O O O O O O ~ O O O O O O O O C  
t c 6 % 8 2 6 8 w 8 G 6 8 Z % % % E  
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 c  
o o o d d d d d d d d d o o o o c  



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 105 of 125 

t 

!2 
E 

k-2 
h 
F 
ti 
3 

k 
0 

t c, 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 106 of 125 

h a  

E 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 107 of 125 

m 
CR - 

9) 
", 
x 

C 
0 

0 
-E 
U 

8 e 
r"' 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page I08 of 125 



Staff 2nd Set of Data Requests 
Order dated Februaw 12, 2010 

... .- 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No. 23 
Page 110 of 125 

o m m m O  
0t.Nt.m 
O c * w h  
9 9 9 9 9  

l n O O 0 O  o m w m o  
9 9 9 9 Y  



Staff 2nd Set of Data Requests 
Order dated February 12. 20 10 
Item No 23 
Page 11 1 of 125 

m o l n o l n o l n  
h O N L n h O N  w l n r n v ) r n w w  
9 9 9 9 9 9 9  

l n o o l n o o o  
O N b l I n h a l O  
9 9 9 9 9 9 r :  

0 u ) o l n o r n o m  l n h O N l n h O N  

ln ln(d(d(d IDhh 
9 9 9 9 9 9 9 9  

l n r n o o o o l n o  o r ~ ~ m l n t . m o  
9 9 9 9 9 9 9 7  

0 
0 
N 



Staff 2nd Set of Data Requests 
Orderdated February 12, 2010 
Item No 23 
Page 112 of 125 



Staff 2nd Set of Data Requests 
Orderdated February 12. 2010 
Item No 23 
Page 113 of 125 

E 

.% 

c1 f 

-t 

E 
3- 

11 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 114 of 125 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Item No 23 
Page 115 of 125 

m n 
_.( 4 

'% 
9 

3 

c m 

m 
W 
M 

2 a 
ad 
m 
2 
4-4 .cI 

+J 

Ef n 
lA 
W F 
m 

01 

m 

.r( 
+I 

E 
U d 

C 
0 

0 
e 
U 

C 
2 
r" 

co 
0 
N 

v) 
W 
m 4.4 

E 
.cI + m 
0) 

Lcc 
0 
m 
.r( 

% 
3 
- m 

m 
cq 
f 

+ 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 116 of 125 



- . 

Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 117 of 125 

m 
c 
N 

-. 



g 
1 

Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
Itern No 23 
Page 118 of 125 

E E 

In 
N 
r 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
item No 23 
Page 119 of 125 

h 

N 
..- 

m 

vj 
v3 u 

0 
E 
0 

E 

(0 
Q .- .- 
.I- 

8 

r -  

i4 
k 0 

-u 
C 
W t l ;  

- .. 



Staff 2nd Set of Data Requests 
Order dated February 12. 2010 
item No 23 
Page 120 of 125 

cn 
N 
r- 

. -. I 



Staff 2nd Set of Data Requests 
Order dated February 12, 2010 
Item No 23 
Page 121 of 125 

_- - 



Staff 2nd Set of Data Requests 
Order dated February 12, 20 10 
item No 23 
Page 122 of 125 

C 

g 
E 

N 
N 
N 

- ,  . - 



KPSC Case No 2009-00459 

c. 

.. 
E SOCIETY 0 
FINANCIAL ANALYSTS 

or’s Note: T is manual has been prepared a an education 



which states that the cost of equity is the sum of the dividend 

yield (current income) and the growth rate (future income). 

Assumptions_of DCF 

The DCF method assumes that investors evaluate stocks in a 

classical economic framework and buy and sell securities rational1.y 

at prices which reflect that value assessment. Classical economic, 

or valuation, theory maintains that the value of a financial asset 

is determined by its earning power, or its ability to generate 

future cash flows. As a result, DCF theory assumes that the stock 

price of a firm fully considers and reflects the return expected by 

stockholders. 

The DCF model most commonly used is known as the constant 

growth DCF, or Gordon model. The constant growth DCF model is 

based on the following assumptions. 
.. 

The first four underly the general DCF model, while the last 

four are necessary for the constant growth model (Morin, 1994, 106- 

113). These assumptions are: 

1. Investors evaluate common stocks in the classical economic 
framework. 

2 .  Investors discount the expected cash flows at the same rate 
( K )  in every future period. 

3. K corresponds only to the specific steam of future cash flows. 

8 - 5  
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Order Dated February 12,2010 
Item No. 24 
Page 1 of l! 

Ice n t u cliy Power Coin 11 any 

REQUEST 

Refer to the Avera Testimony at page 39 aiid Exhibit WEA-2. 

a I Provide a copy of tlie relevant pages in the Federal Energy Regulatory Coiiiiiiissioii 
(TERC'') docuiiient cited in footnote 4.5 that discuss tlie FERC's ratioiiare and decisioii 
with regard to rate of return and "extreme outliers." 

b. Explain wlietlier tlie FERC decision establishing a tlireshold for "extreme outliers" for 
DCF estimates is specific to that particular 2004 case or is iiieaiit to be a hard atid fast 
rule to be applied as a ceiling in all cases tliereafter. 

RESPONSE 

a Copies of FERC orders, iiicluding those cited iii Dr. Avera's lestimoiiy, are publicly 
available at littp://w~-.Eerc.pov/. Please also see attached 2 pages €or tlie relevant pages 
cited in footnote 45 as requested. 

13 Tlie FERC decision refereiiced in Dr. Avera's testimony at E. 45 has served as precedent 
iii evaluating extreme ontliers in subsequent cases. See, e g., P o f o i ~ ~ c i ~ - ~ f ~ ~ ~ ~ n l n ~ I ~ ~ n i ~  
Tr*nizsii?ission Highline, L L (7 , 122 FERC 86 1, 1 88 (2005) and Tc(llgi8ciss Tij'~iiisri7i,s,sioii, 
LLC, 125 FERC 7 61,248 (2008). 

WITNESS: William E. Avera 
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109 FERC "j 61,147 

UNITED STATES OF AMERICA 
FEDERAL ENERGY REGUL,ATORY COMMISSION 

Before Commissioners: Pat Wood, 111, Chairmati; 
Nora Mead Brownell, and Joseph T. Kellilier. 

IS0 New England, Inc., et al. Docket Nos. RTO4-2-001, 
RTO4-2-002, RTO4-2-003 , RT04-2-004, 
ER04- 1 16-00 1, ER04- 1 16-002, ER04- 
116-003, and ER04-116-004 

Baiigor I-Iydro-Electric, Company, et al. Doclcet Nos. ERO4-157-002, 

and ER04- 157-007 
ER04-I 57-003, ER04- 157-005, 

The Consuiners oENew Englmd v. Docket Nos. EL01-39-001, 

and ELO1-39-004 
New England Power Pool EI,01-39-002, ELi01-39-003, 

New York Independent System Docket No, ERO4-943-000 
Operator, Inc. aiid the New York 
Transmission Owiiers 

New Englaiid Power Pool Docltet No. ER0.5-3-000 

ORDER ACCEPTING PARTIAL SETTL,EMENT, 
SUBJECT TO CONDITIONS; ACCEPTING, IN PART, 

COMPLIANCE FILINGS; AND Granting, IN PART, AND 
DENYING, IN PART, REQUESTS FOR REHEARTNG 

(Issued November 3, 2004) 
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Ifjf’je3of3 Docket No. RTO4-2-00 1, et 01. 

205. 
not pay cotninon dividends, or for which no growth rate data is currently available, as 
reported by T/B/E/S International, Inc. (I/B/E/S), or Value L,ine, We find this approach is 
generally acceptable. FIowever, we will not preclude the presiding judge fionz finding 
candidates for inclusioii in the proxy group for which comparable data can reasonably be 
substituted for the growth rate data reported by IB/E/S or Value Line, We also fitid it 
appropriate, as Dr. Avera proposes, to exclude froin consideration in the proxy group, 
coinpallies whose low-end ROE was lower than tliese coiiipaiiies’ reported debt cost. In 
addition, we agree that the inclusion of PPL Corporation (PPI,) in this Proxy Group is 
inappropriate. Specifically, we find PPL should be excluded from the Proxy Group 
because its 17.7 percent cost of equity is an extreme outlier and the inclusion of this 
nuinber in the calculation in an unreliable ROE that will skew the resufts. As Dr. Avera 
states in his testimony, it is often iiecessary to eliminate illogical results from cost of 
equity estimates that fail to meet tliresliold tests ofecorioiiiic logic. We believe a f 3.3 
percent growth rate is not a sustaiiiable growth rate over tiiiie and therefore does not meet 
threshold tests of economic logic. 

ROE Filers’ witness, Dr. Avera, proposes that this group exclude firins that do 

206. 
application of our Pricing Policy Stateiiieiit (wlieii issued), tlie ROE Filers’ proposed 100 
basis point adderloG attributable to new transmission investment. This incentive is, we 
staled, is an appropriate first step to encouraging vital capital iiivestnient in the 
enlargement, improvement, maintenance and operation of facilities for the transinission 
of electric eiiergy in interstate commerce. In order to avoid any potential delay in tlie 
hearing as a result of this directive, we find it necessary to provide guidance regarding the 
types of investriieiits that would qualify for this adder. We direct the parties and the 
presiding judge lo develop a record, in this case, addressing tlie pros and cons of applying 
a 100 basis point adder for investments that, among other things: (i) are approved 
through tlie RTEP process; (ii) are capable of being iiistalled relatively quickly; 
(iii) include the use of improved materials that allow significant increases in traiisFer 
capacity usiiig existing rights-of-way and structures; (iv) utilize equipment that allows 
greater control of energy flows, enabling greater use of existing facilities; (v) has 
sophisticated monitoring and communication equipment that allows real-time rating of 

In the March 24 Order we accepted, subject to suspeiisioii, hearing and the 

This ROE adder will be applied to net book value over time of such 
transmission facilities (Le,, the dollar atnount of the iiicentive that is reflected in the cost 
of service will decrease over tiiiie as the book value of the transinission assets arc 
depreciated). In addition, the overall allowed equity return, adjusted for any ROE adder, 
wiil be limited to the zoiie of reasonableness for the public utility authorized to receive an 
incentive adder. 
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Ken tu clcy Power Corn p a ny 

REQXJEST 

Refer to tlie Avera Testiiiioiiy at page 42 aiid Exhibit W A - 6 .  

a. Esplaiii wliy it was necessary to weight the firms iii tlie calculations as opposed to 
performing tlie calculations on an uiiweiglited basis. 

b. Provide tlie CAPM analysis on an uiiweiglited basis. 

C .  Esplaiii how stock prices were selected and used in calculating tlie divideiid yield 
refereiiced in Exhibit WEA-6 footnote (a). Were tlie March 27, 2008 closiiig prices or 
average stock prices used? 

cl. Explaiii wliy the 30-year Treasury Bond yield was not used iii the calculation. 

e. Provide the IBES and the Value Liiie average growth rates and explaiii how the 10.9 
perceiit average growth rate was calculated. 

RESPONSE 

a " Dr. Avera's use of iiiarltet value weights in tlie application of liis forward-loolting CAPM 
approach patteriis the metliodology used by S&P to conslri~ct tlie SSLP 500, which 
weights the stock prices of the constituent firiiis based 011 market capitalization. 

b. As noted iii respoiise to (a), above, Dr. Avera perforined his calculatioiis using market 
value weights in order to be coiisisteiit with tlie iiiethoclology used by S&P in 
constructiiig the S&P 500 Index. The Excel spreadslieet used to calculate D1. Aveia's 
lorward-Iooltiiig marltet rate of return 011 equity was provided oii the CD piovided in 
iespoiise to IUUC 1st Set, Item No. 1 and coiitains all iiiforiiiatioii necessary to peiforiii 
tlie requested calculations. 

c. The stock prices used to calculate the dividelid yields €or eacli of tlie dividelid paying 
firiiis in the S&P SO0 were those reported by Value Line's proprietary stock screeiiiiig 
prograiii on October 1, 2009. 



d.  While 3O-yeav goveilmielit boiid yields represent an alternative basis on wliich to apply 
the CAPM, the U.S. Treasury has iiot coiisisteiitly oflered debt instruments with a 30- 
yeas maturity. As a result, 20-year goveriuiient bonds, which have been coiitiiiuously 
sold aiid traded, provide a coiisisteiit a id  frequeiitly referenced benchmaik Tor the risk- 
fiee rate in applying the CAPM. 

e. Please rekr  to WP-52 from Dr. Avera’s workpapers, which were provided on the CD in 
response to ICIUC 1st Set, Iteiii No. 1 , for all underlying data aiid calculations supporting 
the 9.2 perceiit weighted average growth rate. 

WITNESS: Williaiii E. Avera 
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Kentucky Power Company 

REQUEST 

Refer to pages 7-8 of the Direct Testiinoiiy of Dennis W. Bethel ("Bethel Testimony"), 
specifically, tlie discussioii of FERC Docket No. ER09- 1279 and how ICentuclty Power "[w]ill 
experience a cost decrease if tlie cliaiiges proposed by the AEP East Coiiipanies are approved . . I 
.'I Describe tlie cost decrease Kentucky Power will experience aiid provide a calculation of the 
aiiiouiit of tlie decrease on an amiual basis. 

RESPONSE 

The chaiiges proposed to the Transmission Agreeiiieiit are fully described in the testimony of 
Deimis W. Bethel in FERC Docltet No. ER09- 1279 available at wv.aep.coiii/go/oat uiider 
FERC Rate Schedule Filings a id  tlie section titled "AEP East Compaiiies Transmission 
Agreeiiient iiiodification filing." As described by Mr. Bethel in that testimony, the iiiost 
sigiiilicaiit cliaiige is tlie replaceitieiit of tlie present bull: traiisinissioii investment cost shai iiig 
method (contained in Articles 5 aiid 6 of the present agreement) with a coiiiprelieiisive 
ti aiisiiiissioii cost aiid reveiiue allocation methodology coiitaiiied in the iiew Article 5 of the 
Traiisiiiissioii Agreement.. As filed, it is estiiiiated that this iiew coiiipreheiisive allocation 
iiiethod would have reduced Keiitticlty Power's traiisiiiissioii cost by approximately $4,457,000 
lor calendar year 2009. The calculatioii is suiixiiarized in Exhibit AEP-205 aiid the details are 
coiitaiiied in Exhibit AEP-2 1 0 available in Mr. Bethel's testimony in the above rekreiiced 
Docket aiid website. 

WITNESS: Deimis W Bethel 
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Kentucky Power Company 

REQUEST 

Refer lo the Bethel Testimony, pages 10 and 11 of 23. Mr. Betliel refers to calculations 
perfoimed by Kentucky Power witness David M. Ro~isli. Provide the calculal.ions ieferrecl to or 
the location of these calcdatioiis in the application. 

RESPONSE 

The references by Mr. Bethel ai-e lo the iteins coiitaiiied in Exliihit DMR-4 of the testimony of 
David M.RoLIs~. 

WITNESS: Dermis W Betliel 
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Kentucky Power Company 

REQUEST 

Refer to page 8 of tlie Direct Testiiiioiiy of Jay F. Codfrey (“Godfrey Testiiiiony”). Several AEP 
operating coiiipaiiies that lime coiitracts for long-term wind eiiergy coiitracts are sliowii in Table 
1.  

a. Identify all states in wliick AEP operating companies are located that have adopted a 
renewable portfolio standard. 

b. I-Iave AEP operating coinpaiiies entered into power purcliase agreements for 
renewable eiiergy for power generated by sources other tliaii wind? If yes, provide 
the iiiforiiiatioii shown in Table for those purcliase agreements. 

C Compare the costs for energy purchases ideiitified in tlie response to part b or this 
request to costs for eiiergy purchases shown in Table 1. The respoiise caii be in the 
form of a geiieral narrative discussioii rather than specific costs for coiitracts entered 
into by varions operatiiig coiiipaiiies. 

RESPONSE 

a. As of January, 2010, 29 states and the District of Columbia, have adopted a 
Renewable Portiblio Staiidard (RPS j, as cited by the Datalmse of State Iiiceiitives for 
Reiiewables & Effcieiicy (1itt~:ll~~w.clsireusa.or~). Within the Summary Map of 
states with RPSs, at l i ~ p : / / w w w . d s i r e ~ ~ s a . o u ~ / d o c u m e n t s / s ~ ~ ~ i i ~ ~ i a r ~ ~ i i ~ ~ s / l ~ I ~ ~  niap.mt, 
are fouiid: Micliigan (Indiana Micliigaii Power Coinpaiiyj, Ohio (Ohio Power 
Coiiipany, Columbus Soutlierii Power Coiiipany), and Texas (Soutliwesterii Electric 
Power Coinpauy). Additionally, two states have reiiewable goals, Virginia aiid West 
Virginia (Appalachian Power coiiipaily). 
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AEP Operating Execution Developer Project 
Company Date 

A p pa 1 ach i an Power 2/96 & Gauley River Suinmersville 
Company (APCo) aineiided Power Hydroelectric 

8/97 Partnership, Pi oject 
LP 

AEP Ohio (Ohio Powei 6/09 Wyandot Wyaiidot 
Company and CO~LIIII~LIS Solar, LLC Solar facility 

Southern Power Coiiipaiiy) 

b . Please refer to the table below: 

Contracted 
Quantity 
(MW) 

80 MW 

10 MW 

C. The Suimiiersville Hydro PPA was executed in 1996 aiid the price of this PPA is lower 
compared to current reiiewable contracts. Additionally, APCo is entitled to oiily a 
portion oE the RECs associated with this 80 MW contract. AEP Ohio executed the 
Wymdott agreeinelit for the output o€ the approximately 1 OMW solar Pacility expected 
on-line inid 201 0. Currently, solar is approximately foour tiiiies the cost of wind and 
the Wyaiidott Solar PPA falls within this range. 

WITNESS: Jay F. Goclfrey 





IUPSC Case No. 2009-00459 
Coinmission Staff‘s Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 29 
Page 1 of 1 

Kentucky Power Company 

REQUEST 

Refer to page 14 of the Godfrey Testimony. Starting at line 6, Mr. Godfrey stales that if 
Congress does not exteiid tlie iiivestmeiit tax credit or tlie renewable eiiergy lxoduction tax 
credit, it will eiid LIP costing ICeiitucky Power custoiiiers iiiore to acquire additioiial megawatt- 
hours 01 renewable eiiergy as part of a federal or state inandate. 

a. Explain how much more it wo~ild cost Kentucky Power custoiiiers if tliese credits are 
iiot renewed. 

b. Explain the relationship, if any, between the additioiial cost to Keiit-ucky Powei 
customers and tlie lost value of tlie tax credits to tlie seller of reiiewable energy. 

RESPONSE 

a. There will be 110 impact to the cost for the Keiitucky Power customers for the existing 
life of the 20-year coiitract for tlie Lee-DeICalb Wiiid Eiiergy Center that is the subject 
of this request. As stated by Mr. Godfrey, and also as stated in the testimoiiy of 
Witness Weaver on Page 18, Lilies 19-22: “with tlie current federal [Production Tax 
Credits] PTCs for wind development now set to expire at the eiid of 2012, i t  would be 
anticipated that tlie costs of wind projects placed into service & that expiration date 
will sigiiificaiitly increase.” Currently equal to 2.1 cents per ItWi, this “would equate 
to a pre-tax (revenue requirement) beiiefit of approximately 3 ceiits/ltWli, or 
$3O/MWli” (Weaver, Page 13, Lilies 1.5-22). The PTC, as well as the Iiivestiiieiit Tax 
Credit (ITC) alteriiative to the PTC (30% of a facility’s cost) are beiiefits that serve to 
“buy-down” the cost of renewable energy, allowing tlie wind developer to o.ffer tlie 
wind eiiergy to wholesale custoiiiers at a lower price aiid still recover their required 
returii 011 the capital iiivestineiit made. Without the federal subsidy, the costs woulcl 
be liiglier aiid would be passed along to tlie ICeiitucky Power customer during aiiy 
fitture coiitract purchases. 

b . See tlie response to (a) above. 

WITNESS: Jay F. Godfrey 
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Kentucky Power Company 

REQUEST 

Refer to page 19 of tlie Godfiey Testimony. 

Starting at line 10, Mr. Godfrey states that tlie wind power price will begin to escalate 011 Sanuary 
1 ,  2012. This escalation in price appears to coincide with the possible expiration of the lax 
credits iiieiitioiied in the previous question. Describe tlie impact of the costs for customers Crom 
the coiiibiiiatioii of these two events. 

RESPONSE 

Tliere will be 110 impact from tlie possible expiration of tlie tax credit, since the Lee-DeK alb 
wind power purchase is fixed for the life of tlie 20-year contract. Tliere will be aii impact only 
lroiii the 2.25% escalation. Please refer to tlie response provided in Cormiiission StafC 2nd Set, 
Item No. 29 for fiirtlier explaiiation of tlie Prodtiction Tax Credit (PTC). 

WITNESS: Jay F Godfrey 
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Kentucky Power Company 

REQUEST 

Provide the estimated aimual cost of the wiiid power contract for the 20-year term of the 
co11tract. 

RESPONSE 

Refer to Witness Weaves’s Coiificlential Exhibit SCW-3, Coluii~ii D, €or the cost of the wind 
power contract for each year for the first 10 years of the contract. In years 2021 t111-0ugli 2030 
(Years 1 1 through 20 o€ the contract) the aiu-rual cost shown in Colmmi D would coiitiiiue to 
escalate at a 2.25% aiuiual rate. [Year 2021 Cost = Coluriin D Year 2020 Cost -C (Column D 
Year 2020 Cost x 0.02S)l 

WITNESS: Jay I; Godfrey 
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Kentucky Power Company 

REQUEST 

Refer to the Godfrey Testimony, Exhibit JFG-I, page 1. 

Under the "Price" section, it is stated that, [p]urchaser will also reiiiiburse Seller lor any 
operating reserve or other PJM charges associated with sclieduliiig the Renewable Energy to 
Purchaser via PJMs schedule process." State wlietlier these costs are iiicl.uded iii the $20 iiiillioii 
estimated cost of the wind power contract. If no, estimate these costs for the 20-yea1 term of the 
co11lract. 

RESPONSE 

The $20 iiiillion estiiiiated cost will be paid to the developer. The PJM charges will be netted 
against aiid are not expected to exceed the PJM revenue. 

WITNESS: Jay F Godfrey 
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Kentucky Power Company 

REQUEST 

State whetlier ICeiitucky Power iiiteiids for renewable power purcliases, such as wiiicl poiver, to 
be recovered t l~~ougl i  its f k l  adjustiiieiit clause. 

RESPONSE 

KPCo's filing in this proceeding does not propose tlie recovery of the renewable purcliase power 
cost, such as wind power, tllr.ougli the montlil y fiiel adjustmeiit clause. 

WITNESS: Errol IC Wagner 
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Kentucky Power Company 

REQUEST 

Refer to tlie Direct Testiiiioiiy of Diana L. Gregory ("Gregory Testiiiioiiy"), pages S aiid 9. On 
page 8, starting at line 7, Ms. Gregory states tlie differeiice betweeii traiismission reveiiues a id  
PJM OATT iiet costs would be deferred as either a iiet regulatory asset or liability for hture  
r e l i d  01- recovery through the balancing adjustiiieiit factor (''BAF''). On page 9, stai tiiig at line 
17, Ms. Gregory states tliat, ''[t]he filial order in this proceeding should clearly provide lor the 
hture recovery of PJM OATT iiet costs in excess of applicable ICeiitucky Transmission related 
revenues in the iiext proceeding." Explain what is meant by tlie phase "in the iiext pioceecliiig. I' 

RESPONSE 

The plu-ase "in the iiext proceedings" means that tlie aixiual updates that ICeiituck y Power 
proposes to file under tlie Tariff TA as explaiiied in witiiess Ro~isli's testiiiioiiy on page 2 I ~ 

WITNESS: Diana L Gregory 
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Kentucky Power Company 

REQIJEST 

Refer to Footnote 1 in tlie Gregory Testimony, wliich lists the utilities that iiialte up the AEP East 
Coiiipaiiies . 

a Identify tlie other AEP East Coinpallies that have submitted a traiisiiiissioii adjustiiieiit LariTf 
similar to Kentucky Power's proposed Tariff TA to tlieir slate regulatory coiiiiiiissioiis for 
approval I 

b. For all AEP East Coinpanies identified in respoiise to part a. of this request, provide the 
current status of their tariff requests. 

RESPONSE 

a. Tlie other AEP East Companies that have stibiiiilted a traiisiiiissioii ad-jjustiiieiit tariff siiiiilar 
to Ikiituclty Power's proposed Tariff TA to their state regulatory coiiiiiiissioiis for approval 
are Tiicliaiia Michigan Power Company, Columbus Sotrtlierii Power Coiiipaiiy aiicl Ohio 
Power Coiiipaiiy aiid Appalachian Power Company. 

b. Iiidiaiia Michigan Power Coiiipaiiy filed a tariff reqiiest with the Michigan Public Service 
Coiiiiiiission in Ja1i~i~u.y 20 10. Tlie case is scheduled for pre-heariiig late February. 
Coluiiibus Southern Power Coiiipaiiy aiid Ohio Power Coinpaiiy received approval from the 
Public Utilities Coiiuiiission of Ohio in 2006 for their tariff request. Appalacliiaii Power 
Company received approval for their tariff rate acljustiiieiit clause iii October 2009 from the 
Virginia State Corporation Coiiuiiission. 

WITNESS: Diaiia L Gregory 
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Kentucky Power Company 

REQIJEST 

Refer to tlie Direct Testimony of Daniel E. High (“1-Iigli Testimony”) at Exhibit DEH-I 

a. Provide an electronic copy of the cost-of-service study in Excel forinat with all formuales 
intact and unprotected. 

b. Provide the wiclerlying work papers, if any, a id  a description of how they are applied to 
tlie cost-of-service study. 

c. Provide a detailed narrative description of tlie exhibit that describes the vaiious portions 
of the study and liow they relate to each other. 

d. Provide a detailed narrative description of liow each classification aiid allocation lactor is 
derived and wliere in the study it is fouiid. 

RESPONSE 

a. AEP wed aii externally developed cost of service program called TACOS Gold 
v.S.3.0 to perform the class cost of service study. TACOS Gold was developed by 
Tlxesliold Associates, Inc. The program is a cost allocatioii prograin that operates on 
a Windows operating systeiii aiid tlie MS Office Suite. Licensing requireinelits do not 
permit the Coiiipany to provide copies of the prograin to third parties. Tlie Coinpaiiy 
will provide access to the iiiforiiiatioii 011 a Company-provided PC, oiice peiinissioii is 
received from tlie vendor, at a iiiutually agreeable time. Tlie i i i p t  aiid output files 
were saved in Excel 97 forinat arid are provided on the attached CD “Stafl Second Set 
- Itel11 NO. 36a”. 



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

Order Dated February 12,2010 
Item No. 36 
Page 2 of 2 

b Tlie attacluneiits ("Staff Secoiid Set - Item No. 36b, pages 2 - 11 of 16" aiid "Staff 
Secoiid Set - Item No. 36b, pages 12 - 16 of 16") wliicli include tlie allocatioii 
workpapers iised in tlie Class Cost of Service Study (TACOS Gold software). The 
allocations calculated in the workpapers are applied in tlie "Allocators" tab of tlie 
Class Cost o€ Service Study. Siiice the last five pages are from a load research report 
and iiot in Excel, these are shown in tlie second attacluiieiit ("Staff Second Set - Iteiii 
No. %by pages 12 - 16 of 16"). 

C The Direct Testiinoiiy of Daiiiel E. High provides tlie explanation of tlie developiiieiit 
of tlie Class Cost of Service Study, specifically, tlie fLIiictioiializatioii, classification 
aiid allocation o€ costs to tlie customer classes (as described in pages 4 tlirougli 16). 
Exhibit DEH-1 provides tlie report of the coiiipleted Study detailing rate base, 
reveiirie, expeiise aiid rate of return for each class for test year elided September 30, 
2009. Tlie "Method" colLiinii of Exhibit DEI-I- 1 provides the allocation basis iisecl 
tlwoughout the Study. More specifically, Exhibit DE1-l- 1 , page 1 provides a summary 
o€ tlie rate base, operating reveiiue, operating expenses, iiicoiiie and rate 01 return for 
each custoiiier class. Exhibit DEH-1 , pages 2 tlu-ougli 9, provirles tlie specific account 
data, allocation basis aiid tlie related allocated amowits to the customer classes. 
Exhibit DEH-1 , pages 10 tlu-ougli 19, provides tlie allocatioii iiiethocl aiid calculated 
fLiiictioiia1 factors for each customer class procluced from the completed Stitdy. These 
pages are used to allocate aiid hiictionalize the information shown in pages 2 tliroiigli 
9 and fiirtlier suininarized 011 page 1. 

d . Please see tlie Direct Testiiiioiiy of Daiiiel E. High begiiiiiiiig 011 page 4, line S through 
page 16, liiie 18 for the explanation of the fiIiictioiializatioii, classification and 
allocation of costs in the Class Cost o€ Service Study. Further, the "Method" coluiiiii 
showii 011 pages 1 tlu-ough 9 of Exhibit DEI-1-1 identifies tlie allocation basis for eacli 
item in Study. Pages 10 tlluough 19 of Exliibit DEH-I are tlie allocation factors. 
Please also see Response to 36b above, wliicli iiicludes tlie allocation worlqxqyxs user1 
in tlie Study. 

WITNESS: Daiiiel E. I-Iigh 
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Kentucky Power Company 

REQIJEST 

Refer to the High Testimony at pages 5- 1 1 aiid Exliibit DEH- 1. 

a. It does not appear that a zero intercept method or a iniiiiinLiiii system approach was 
perforiiied for classifying certain distribution plant into customer and demand categories. 
Provide tlie workpapers and the results of using these iiietliods aiid show how they 
compare to the cost-of-service study presented in DEH- 1 . 

b. The 12 CP iiietliod appears to skew the classification/allocation of costs into the deiiiaiid 
category more heavily tliari otlier nietliods. The Peak aiid Average inetliod worlts off the 
preinise that average and peak demand are driving factors. Provide mi explanation ol' why 
the latter method would not satisfy the criteria set out on pages 8-9. 

RESPONSE 

a The Company has not prepared a iiiiiiiinuin distribution system study iisiiig eitliei the 
iiiiiiiiiiuin size 01- ininirnum "zero" intercept methodologies in this proceediiig 01- in its 
previous two proceedings which. date back to tlie early 1990's. Instead, as discussed on 
page I 1 of the Direct Testimony of Daniel E. High, tlie Colq~any classifies accounts 369, 
3 70, 37 1 and 373 as entirely customer-related. Distribution plant accounts 3 60 tlrougli 
3 68 are classified as entirely demand related. This approach recognizes tlie standard 
eiigiiieeriiig practice that the Facilities iiiclitded in accounts 3 60 tlrorlgh 3 68 ai e plaiiiied 
to meet the inaxiinuiii expected deniarid 011 those facilities, not necessarily the iiuiiiber of 
customers being served by those facilities. 

As discussed by the NARUC Electric 1.Jtility Cost Allocation Mai i~~ t l ,  the iiiiiiiniuiii 
intercept method can soinetiiiies produce statistically unreliable results arid tlie iiiiiiiiiiuiii 
size metliod inay iiot recognize tlie load-carrying capability of the minimum size 
distribution equipment. 

The preparation of such anal yses require the collection of considerable iiifoi-iiiatioii aiid a 
ntuiiiber of judgemeiits and assuinptioiis to be iiiade and can iiot be coiiipleted in the time 
allotted for discovery. The Coinpaily's expectation and experience would indicate that 
any such analysis would result in slightly lower ciirreiit rates of return for custoiiier 
classes with large iiuiiibers of sinal1 custoiners such as Tariff RS aiid Tariff SGS. 
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b. IVCo does not believe tliat the 12 CP inethod skews the classificatioii aiid allocation of 
production costs. Although iiot defiiied in the NARIJC Electric Utility Cost Allocatioii 
Maiiual, tlie Company's uiiderstaiidiiig of tlie Peak aiid Average method is that it 
classifies a poi-tioii of prodiictioii plaiit as energy-related and allocates the cost 
accordingly. This approach would geiierally shift cost respoiisibility from low to high 
load factor customers. A flaw in this approach is that while it assigiis iiiore base load 
production plaiit cost to higli load factor customers, it does iiot symmetrically allocate a 
greater proportion of the lower cost ftiel expeiise associated with such plants to liigli load 
€actor custoiiiers aiid coiiversely higher cost file1 expense to low load factoi customers. 
Further, the Peak aiid Average method fails to recoiigize tlie fimdamental fact that power 
plants, traiisforiiiers and utility equipment are rated based upon their peak capacity 
requirements, such as 400 MW for a power plaiit or 4 MVA foi a traiislbrinei. Tlie 
capacity ratings o€ such equipiiieiit must be matclied to peak load I eqtiii eiiieiits o i  
cwtoiiiers, iiot average requirements. Tlie 12 CP iiietliod is ai1 accurate, cost-causation 
based methodology illat is widely accepted as appropriate for tlie allocation of Gxed 
costs 

WITNESS: Daiiiel E High 
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Kentucky Power Company 

REQUEST 

Refer to the 1-Iigli Testimony at Exhibit DEH- 1, pages 10-1 9 of 19. 

Provide a detailed description o f  

a. Each listed allocation factor. 

b I I-Iow each or the percentages is derived for each of tlie subcategory rows titled: 
Production, Rulktran, Subtran, Distpri, Distsec, Energy, Customer, aiid Total. 

c. There appear to be allocation factors used in previous pages of the cost-of-service study 
that are not listed 011 pages 10-1 9 of 19. For each factor, provide a clescriptioii of how it 
was derived aiid wliere in tlie cost-of-service study its derivation is found. 

RESPONSE 

a. Please see tlie Direct Testiiiioiiy of Daniel E. High, pages 9 through 16, which discusses the 
allocation basis for each item in the Class Cost of Service Study. The specific 
calculations €or each allocatioii method fotuicl on pages 10 through 19 of' Exhibit DEI-I- I 
were provided in "Staff Second Set - Item No, 36a". In that attaclmieiit, the page entitled 
"Metliods" further describes how each factor was derived. The third colrrniii of the page 
sliows tlie percentage of the iiiethod that is based upon the allocation factor shown in tlie 
fourth coluiiiii of the page. Each allocator is defined on the page entitled "Allocators". 
The wderlying support for page entitled "Allocators" was provided in the response to 
Staff Second Set - Item No. 36b. 

In certain circuriistances, factors are based upon the total of previously allocated costs. 
Such itenis are identified on the page entitled "Totals". Each individual item that is 
included in such totals is identified by the total iiaiiie being shown in the third coluiiiii o€ 
tlie page entitled "Accouiits" a d  would be allocated based on the iiiethod shown in the 
rorutii coiLl11111. 



IQSC Case No. 2009-00459 
Commission Staff's Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 38 
Page 2 of 10 

b. See response to 38a. 

c. All allocation factors used in pages 2 tlu-ough 9 of Exhibit DEH- 1 are shown on pages 10 
througli 19 of Exhibit DEH-1. Please see attachiiieiit "Staff Secoiid Set - Item No. 38c", 
which displays ail extra coluiim in the Class Cost of Service Study, mined "Allocation 
Factor Reference Page", that cross references the allocatioii factor descriptions shown on 
pages 2 tlxougli 9 to the allocation factor list reflected 011 pages 10 tlxougli 19. 

WITNESS: Daniel E High 
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Kentucky Power Company 

REQUEST 

Rekr to page 12 of the Direct Testimony of David E. Jolley ("Jolley Testimony") coiiceriiiiig the 
iiieasures coiitaiiied witliiii the various coiiipeiisatioii plans discussed iii his testiiiioiiy aiid a plaii 
participant's iiiaxiinuiii individual award percentage. 

a. For each group of eiiiployees - iioii-exeiiipt, exeiiipt, exeiiipt inaiiageiiieiit employees, aiicl 
senior iiiaiiageineiit employees - identify the specific iiieasures contained in the incentive 
coiiipeiisatioii plai(s) available to them aiid the weight assigiied each measure in each of 
the iiiceiitive coiiipeiisatioii plans. 

b. A participaiit's iiiaxiiiiuiii iiidividual award perceiitage is described as ''[tllie greater of' 
two tiiiies his or her target award percent or the Overall Score plus 50%." Explain what 
tlie "Overall Score" represeiits aiid provide the iiiaxiiiiuiii Overall Score aii employee caii 
achieve. 

RESPONSE 

a. Copies of all iiiceiitive plans applicable to all groups o€ eiiiployees were provided in tlie 
response to ICITJC's 1st set, Iteiii No. 27. Tlie plaii docuiiieiits iiiclude the specific 
iiieaswes aiid weight assigned. 

b Tlie overall iiiceiitive plan score is tlie business uiiit score tiiiies the EPS iiiodifier, less 
aiiy applicable fatality adjustment and/or operating uiiit perforinaiice adjmtiiieiit. The 
overall score can raiige from 0 to a maximum of 2.0. 

The maximum award an einployee can receive is 2.5 tiines their iiiceiitive target percent, if the 
overall score is 2.0. 

WITNESS: David A Jolley 
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ICentucly Power Company 

REQUEST 

Refer to pages 14 aiid 18 of the J o k y  Testimoiiy. 

On page 14, the amount of $5,650,647 requested to be iiicluded in the cost of service is ideiitified 
as tlie target aiiiouiit o f  iiiceiitive compensation for the test year. 

a. 
page 18 is the test year target amount. 

Coiifiriii wlietlier the aiiiomit of $990,858 in loiig-term iiiceiitive coinpeiisatioii shown 011 

b. The proposed adjustments are based on the target and actual amounts of iiiceiitive aiid 
long-term iiiceiitive coinpeiisatioii for the test year. Clarify the specific 12-11i011tli period €or 
which the coiiipaiiy's results were measured that resulted in the actual levels of iiiceiitive aiicl 
long-term iiiceiitive compensation. 

RESPONSE 

a. Yes, tlie $990,858 is the target aiiiount for long term iiiceiitive coiiipeiisatioii to be iiiclucled in 
ilie cost of service for the test year. 

b. The 12 month period of October 2008 tlirougli September 2009 was used to accumulate the 
actual levels o f  iiiceiitive aiid long term iiiceiitive coiiipeiisation. 

WITNESS: Raiiie I< Woldias 
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2007 2008 2009 
Customer Company Customer Company Customer Company 

Existing SSC 42,098,261 9,186,853 38,608,488 6,744,668 19,354,960 (2,518,900) 

Kentucky Power Company 

REQUEST 

Refer to page 5 of tlie Direct Testimony of Thoinas M. Myers ("Myers Testimony"). 

The cuireiit system sales clause was approved in 2006 in tlie settleinelit in ICeiitucky Power's 
most recent rate case, ineaiiiiig it was in effect for tlie fit11 year in each of tlie calendar years, 
2007, 2008 aiic12009. For each of tliese years, provide a side-by-side coinparison of the actual 
resitlts for tlie coinpaiiy and its customers uiider the existing system sales clause a d  tlie 
"calculated" results that W O L I I ~  liave been realized uiider the proposed iiiodificatioii to the 
existing system sales clause. 

RESPONSE 

Please see the table below for a side-by-side comparison of tlie actual results foi- tlie company 
aiid its customers uiider tlie existing system sales clause and tlie "calculated" results that would 
liave been realized uiider tlie proposed inodificatioii to tlie existing system sales cIause for 2007, 
2008, and 2009. 

WITNESS: Thomas M. Myers 
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Kentucky Power Company 

REQTJEST 

Refer to page 11 of the Myers Testimony. 

The question aiid answer at the top of the page indicate that ‘ I  [tlhe uiiprecedeiited economic 
dowiittuii I .“ of the past year is one of the primary reasoils for tlie proposed niodification to the 
system sales clause. Explain wliy ail event characterized as uiiprecedeiited should form tlie basis 
for a change of the sort beiiig proposed to I<entucky Power’s system sales clause. 

RESPONSE 

The question and aiswer at the top of page 11 of Mr. Myers Direct Testimony (page 11, lilies 1- 
I O), do not state that the miprecedeiited economic dowiitwii of the past year is one of the primary 
reasons for the proposed modification to the system sales clause. The “uiiprecedeiited economic 
clownturn” is identified as a contrib~~tor to “ai OSS margin shortfall”, (page 11, lilies 4-5). 
Please refer to Mr. Myers Direct Testiinoiiy page 1 1, lilies 1 - 10 for a summary of the coiiipaiiy’s 
ratioiiale €or proposing a modificatioii to the current system sales claim. 

WITNESS: Tlioinas M. Myers 
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2009 2008 2007 2006 2 005 
Trees - Outside ROW 16.1% 18.0% 13.8% 1 5 . 2 ~ ~  11 .3y0 
Trees - inside ROW 22.1% 21.0% 18.0% 22.1% 26.8% 
Equipment 202% 23.3% 25.5% 24.4% 26.3% 
Animal 9.3% 6.8% 8.3% 9.3% 5.3% 
Scheduled 6.9% 7.2% 8.9% 5.4% 6.2% 
Lightning 3.0% 2.3% 4.1 % 5 "6 Yo 5 7% 

21 .a% 21.5% 21.3% 1 8 . 1 ~ ~  18.5% - - _ _  All Other 

Kentucky Power Company 

2 004 
11 .I yo 
30.7% 
21.7% 
6 9% 

5 9% 
3.7 % 

20.1 yo 

REQUEST 

2009 2008 2 007 2006 
Trees - Outside ROW 19.7% 18.2% 14.3% 15.7% 
Trees - Inside ROW -~ 22.0% ~ 21.4% 18.3% 22.1% 
Equipment 15.8% 23.0% 24.8% 24.1% 

L ig ht ni ng 2 2% 2 4% 4 .a yo 5 7% 
All Other 2 8 7 %  - _ _  21.4% 21 1% 18 0% 

Animal 6.6 % 6.6% 8.0% 9.2 yo 
Scheduled 4.9% 7 .o % 8.7% 5.3% 

Refer to the Direct Testimony of Everett G. Phillips ("Pliillips Testimony") at page 4. 

2005 2004 
11.3% 12.7% 
26.8% 33.3% 
26.3% 1 9 . 4 ~ ~  
5.3% 6 .O % 

5.7% 5 8 %  
6.2% 3.2 % 

18.5% 1 9 7 %  

a. Provide ail update to Figure 1 showing outages for the years 2004,2005, and the f~i'ull 
year for 2009, a brealtout for trees inside and outside tlie right of way ("ROW"). 

b. Provide a similar update for Figure 1 iiicluding 1iia.j or storm events. 

RESPONSE 

WITNESS: Everett G Phillips 
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Kentucky Power Company 

REQIJEST 

Refer to the Phillips Testiinoiiy at page 7, lilies 7- 12. 

Mi-. Pkillips states that Keiitucky Power iiistalled thee  distribution autoinatioii systems in the 
Inez, Caiuioiisburg, and B~icldiorii areas to enable sectioiializing detectioii of a fault. Slate 
whether the distribution automation system were able to iniiiiinize the number oP sustained 
outages experieiiced in these areas as a result of tlie siiow storm occurring in late Deceinber 
2009. Iiiclitde any supporting data in the response. 

RESPONSE 

011 Deceinber 19, 2009, tlie Caimonsburg Distribution Automation (DA) system operated and 
prevented 1,326 custoiners from being outaged. 683 customers did experience an outage for 303 
minutes b e h e  tlie problem was corrected. 

Also on Deceinber 9, 2009, tlie Inez DA system operated to prevent 353 customers from 
experiencing a 1 13 minute outage. 

WITNESS: Everett G Phillips 
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Kentucky Power Company 

REQUEST 

Refer to the Pliillips Testimony at page 12. 

Provide a copy of the 2008 MSI customer survey report. 

RESPONSE 

Refer to the following pages for the 2005 Market Strategies Iiiteriiational ciistoiiiei survey report 

WITNESS: Everett G Phillips 
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Kentucky Power Company 

REQUEST 

Refer to the Pliillips Testimony at pages 13-1 5. 

a. Explain wlietlier inoviiig tlie vegetation inaiiageineiit plan froiii a perforiiiance-based 
approach to a cycle-based approach, including a tree inventory, was discussed in I<eiitucky 
Power’s foctised inaiiageineiit audit of its Hazard District. 

Explain wliether the proposed cycle-based vegetatioii iiiaiiageiiieiit plan calls [or clearing 
ROW in the same iiiaixier as currently used in the circuit station zoiie. If not, explain how 
circuits will be triimned past the first station zoiie. 

b. 

WSPONSE 

Moving tlie vegetation iiiaiiageineiit plan from a perforiiiaiice-based approach to a cycle- 
based approach was discussed in IQCo’s focused management audit of its I-Iazard District. 
Specifically, Recoimiieiidatioiis V-1 and V-2 as proposed to KPCo, recoiiiiiieiidecl 
deteriiiiiiiiig tlie aixiiral vegetation maiiageiiieiit workload iiicreiiieiit aiid moving tlie 
vegetation maiiageiiieiit program to a pruiiiiig cycle of 3-8 years for rui-a1 areas and 2- 3 years 
for urbaii areas. 

Tlie proposed cycle-based vegetation inaiiageineiit plan calls for clearing all ROW 011 

circuit in the same iiiaiiiier as currently used in the circuit’s station zoiie, on a four-year 
cycle. 

WITNESS: Everett G Pliillips 
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Kent 21 cky Pow e r C o 111 pa n y 

REQIJEST 

Refer to tlie Phillips Testiinoiiy at page 14, wliicli states: "[Dlepeiidiiig 011 the field data obtaiiied 
aiid the raiiifall in a particular area, some lilies iiiay be iiiaiiitaiiied 011 a thee-year interval, while 
iiiaiiiteiiaiice 011 others may stretch to every four to six years." 

a. Following this reasoiiiiig, explaiii why a few drought years followed by a ixiiiiber of 
wetter-tliaii-norinal years,would iiot agaiii place tlie company behind in its tree triiiiiiiiiig 
program because the tree growth woiild accelerate. 

b. Explain why it would not be better to siiiiply reinaiii with tlie four-year cycle regardless 
of rainfall. 

RESPONSE 

a Iii the section of liis direct testimony begiiming at page 14 on liiie 12, Coiiipaiiy witiiess 
Phillips identifies iiiputs to tlie Company's cycle-based approach to vegetation 
management. Tliese iiiputs, including tlie vegetatioii profile tlie Coiiipaiiy iiiteiids to 
deveIop, will deteriiiine the appropriate vegetation manageiiierit cycle to be used. 
Therefore, tlie Coiiipa~iy believes that by using tliese inputs to develop its vegetation 
iiiaiiageiiieiit plan, it will be able to adjust to drought aiid wetter-tliaii-iioriiial years 

b. As tlie Company fiii-llier assesses its circuits duriiig tlie traiisitioii to its cycle based 
approacli, it iiiay deteriniiie tliat due to yard trees or cycle-busters, that soiiie urban 
circuits should be iiiaiiitaiiied 011 a tlu-ee-year cycle while some iura1 circuits, where 
herbicides have been used or due to tlie type of vegetation, iiiay oiily iieed to be 
iiiaiiitaiiied 011 a five- or six-year cycle. Therefore, the overall avei age vegetation 
iiiaiiageiiieiit cycle for all of tlie Compaiiy's circuits should be approximately every four 
years. The Coiiipaiiy will be able to tailor its vegetation inaiiageineiit activities accordiiig 
to the vegetation iiiveiitoried tlxougliout tlie system rather than selectiiig a frequeiicy, 
such as every four years, wliicli iiiay be too frequent or too seldom. 

WITNESS: Everett G Phillips 
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Year 
2004 

2006 
2005 

REQUEST 

10-13 Count 
2,843 

2,196 
2,289 

Refer to the Phillips Testiiiioiiy at page 15. 

a. Provide a cliscussioii of how tlie tree iiiveiitory will be conducted. 

b. Explain wlietlier tlie iiiveiitory will follow tlie geiieral guideliiies discussed in tlie 
company’s previous focused-maiiageiiieiit audit. 

c. Diuing tlie first year that tlie tree iiiveiitory is beiiig conducted aiicl additional clews are 
being acquired, explain whetlier tlie new vegetation iiiaiiageiiient plan calls lor existing 
crews to iiiiiiiediately begiii tlie iiiore aggressive cycle trimming. 

d.  Provide tlie iiuiiiber of IO-13 custoiiier reports for the years 2,004, 12005, and 2,006. 

e.  Provide a copy of a typical IO- 1.3 customer report. 

RESPONSE 

a“ Tlie iiiveiitory will be coiiducted usiiig physical iiispectioii or the areas to be iaaiiitaiiied 
while the required vegetation iiiaiiageiiieiit work is being planned 011 each circuit 

b. The Company’s iiiveiitory will include tlie siiggested data as mentioned on page 10 1 of 
the “Final Report - Focused Maiiageiiieiit Audit of tlie I-Iazard Service Area” This 
liiiding specifies a couiit of trees categorized by tlie work needed, a iiieasiiie o l  biusli and 
total tree exposure and aixinal growth and mortality rates. 

The new vegetatioii maiiagemeiit calls for all crews to begiii iiiipleiiieiitiiig the cycle- 
based program oiice they have receivcd all required training. 

C. 

e.  

WITNESS: Everett G Phillips 

Refer to the following page for a copy or a typical 10-1 3 customer report. 
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FORM N O .  OSPRFDX6 At4ERICAN E L E C T R I C  POWER SYSTEM O R D E R  N0:056058344 
I 'ROGRAt?l N O .  DSPIlFDO4 K E N  'r 0 C: K Y P 0 \4 E R C 0 t l  PAN Y DATE : 
R E P R I N T  N ORDER PROCESSING SYSTEId 

C O  0 3  D I V I S I O N  0 4  A R E A  011 SllD 0 1 0  TYPE TREE I R I M M T N G  

0 2 / 2 3 / 1 0  
TIME : 1 0 . 5 0 . 5 2  

I [IF 1 INVESTICATICIN ORDER F I E L D  DOCIJl4ENf />AGE 

STATUS ACTIVE DATE/TTME I N I T I A T E D  0 2 / 2 3 / 1 0  10:50 
CUST READY D T :  / / 

H'PH O W N R  CD I 
H CUST CONTACTS - 
W ACCT TYPE E 

STATUS A 

-- 
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Refer to tlie Phillips Testiiiioiiy at page 17. 

a Update Figure 6 to iiiclude a breakout of estiiiiated coiitractor and coiiipaiiy costs. 

b. Esplaiii whether the estimated iiicreasecl costs from the updated Figure 6 are included in 
the company’s rate request. 

ESPONSE 

a) All costs associated with the increiiiental work to be perforiiied as presented in Figure 6 
at page 17 o l  Coiiipaiiy witiiess Phillips’ Direct Testiiiioiiy are coiitractor costs. 

b) Yes.  All estimated costs have been included in the Conlpany’s proposal. 

WITNESS: Everett G Phillips 
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ICenturcky Power Company 

Refer to tlie Phillips Testiiiioiiy at page 19. 

a. 
a1 lowed accordiiig to IEEE standards. 

Explain wlietlier or iiot tlie existiiig ROW widths are as wide as recoiiiiiieiided aiid 

12 I 

not be possible to wideii a iiarrow ROW. 
In iiistaiices where ROW is iiot as wide as recoiiiiiieiided widths, esplaiii wlieii it would 

a) IEEE staiidards do iiot specifically address recoiiiiiieiided or allowed ROW widths foi 
distribution Cacilities. For iiiiiiiiiiuiii approach distaiices for distribution facilities, ICPCo’s 
standards are in accordaiice with tlie requireiiieiits of the Natioiial Electrical Sakty  Code 
(NESC), tlie Aiiiericaii Natioiial Standards Iiistitute (ANSI), aiid the Occupational Safety and 
I-Iealtli Acliiiinistratioii (OSHA). 

The Company’s distributioii easeiiieiits are typically cleGiied by a ceiiterliiie descriptioii with iio 
prescribed width. Tliese easeiiieiits graiit the Company tlie right to cut ,  trim, or otherwise 
maintain vegetatioii tliat iiiay eiidaiiger tlie safe operalioii of tlie electric facilities. The easeiiieiit 
applies to tlie property pliysically crossed by the electric facilities. Typically, distributioii 
easeiiieiits are iiiaiiitaiiied at a width of 20 feet fi-om t h e  ceiiterliiie or 40 feet  iii total. 

b) Widths of iiiaiiitaiiied RO Ws will depeiid 011 site-related factors that could iiiclude specific 
ROW agreeiiieiits with property owners, voltage class, Departiiieiit of Trailsportation restrictions, 
IJSDA Forest Service Special Use Periiiit requirements, multiple lilies in a corridor, aiicl type oJ 
construction (single pole or steel tower). On some occasions, existiiig iiarrow RO Ws ale iiot 
wicleiied due to tlie property owiier’s objections. In most cases, the Coimpaiiy is able to woik 
with property owiiers to arrive at ai equitable solution that iiiay iiivolve the removal of hazard 
tiees outside the iiiaiiitaiiied ROW or the wideiiing the ROW in selected areas.  

WITNESS: Everett CJ Phillips 
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P""Y 

REQUEST 

Refer to the Pliillips Testiiiioiiy at pages 2 1-26" 

Describe how ICeiituclcy Power proposes to hind the five years of iiicreiiieiital aiiiiual iiicreases 
covering the traiisitioii to the four-year triiiiiiiiiig cycle. 

ESPONSE 

The Company proposes to h i d  the Reliability aiid Service Eilliaiiceiiieiit Plaii through the 
adjustment showii in Section V, Workpaper S-4, Page 41 of the applicatioi1. Further inloriiiatioii 
1 egardiiig the requested capital aiid O&M Reliability Adjustment was provided in the direct 
testiiiiony o l  Coiiipaiiy witiiess Wagner. 

WITNESS: Everett G Phillips 
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ower Company 

REQUEST 

Refer to pages 7-8 of tlie Direct Testiiiioiiy of David M. ROLIS~  ( " R o L ~ s ~  Testimony") and Section 
V, Workpaper S-4, page 23 in Volume 2 of the Application. 

a. When were the PJM Scliedule 12 charges for AEP last updated? 

17. Provide the calculatioii of tlie Jaiiuary 20 10 PJM Eiihaiiceriieiit expense of 9; 1,845,72 1 
sliowii on Line 1 on tlie workpaper. 

RESPONSE 

a PJM Schedule 12 charges for AEP-owned facilities are updated aiiiitially in late May of 
each year to be effective €or the ensuing J d y  1 to Julie 30 period. PJM Schedule 12 
charges for Eacilities owiied by others are updated on various time scliedules puissuant to a 
FERC-approved formula or tlxougli Seclioii 205 filings. 

b. For the requested inforormation, please refer to attaclied pages 2, through 3 of this 
response. 

WITNESS: David M  ROW^ 
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- 
$ 92,253.37 

uired Transmission ~ n ~ a n c e m e ~ t s  owned eny Interstate Line 60 
I PJM Annual 

$ 1,168.02 

$ 16,577.93 
17.97% 

Upgrade Revenue 
ID Requirement 

bo21 6 $ 9,089,137.18 

b0321 1 $ 575,637.10 

b0328 2 $ 31,308,738.36 
b0347.1 
b0347 2 
b0347 3 

PJM Annual Monthly AEP Share 
Upgrade Revenue Revenue 

ID Requirement Requirement AEP 
(Jan2010-Dec2010) 

h0490 $ 12,480,138 00 $ 1,040,011 50 17.97% 
,491 $ 186,890.07 

A492 $ 10,572,84700 $ 881,070 58 17 97% 
b0560 $ 158,328.38 

b0347.4 
b0559 $ 77,998 22 

I Revenue 
Reauirement I AEP 

B 757.428.10 I 17.97% ---I (Jun20b9-May2010) I 
T I $ 136,109.83 
$ 47,969.76 I 17.970/0 

I $  8,620.17 
2.609.061 53 1 17.97% $ 

~ 17.97% 

etwork Customers 

$ 686,4360 

$ 14,558,980 00 $ 1,213,248 36 
57,79800 $ 

etwork Customers 



JM Annual Monthly AEQ Share 

ID Requirement Requirement AEP 

b0487 $ 3,446,16700 $ 287,180 58 17.97% 

bo171 2 $ 17,28900 $ 1,440 75 17 97% 

b0172 I $ 12,39700 $ 1,033 08 17 97% 

bo2842 $ 15,71900 $ 1,309 92 17 97% 

upgrade Revenue Revenue 

(Jun2009-May2010) 

$ 51,606.35 

$ 258.90 

$ 185.64 

$ 235.39 I 

PJM Annual Monthly AEP Share 
llpgrade Revenue Reven tie 

I (Ju12009-Jun2010) 1 
b0504 $ 894,796.00 I $ 74,566 33 I 17.97% 

ID Requirement Requirement AEP 

1 v - l  473,335.42 
$(Jun2009-NIay2010) I 

b0318 $ 2,251,91800 

I $  85,058.37 
TOTAL $ 13,842,36700 $ 1,153,530.58 $ 85,058 37 

$ 13,399.57 

$ 185,783.23 
$ 187,659 83 99.00% 

TOTAL $ 3,589,14600 $ 299,09550 $ 21,238.70 

PJM Annual Monthly 
Upgrade Revenue Revenue 

ID Requirement Requirement 

AEP Share 

AEP 
I (Jun2009-May2010) 1 

bo512 $ 9,898,240.00 I $ 824,853 33 I 17 97% 
I I $ 148,226.14 I 

TOTAL $ 17,192,09400 $ 1,432,674 50 $ 148,226.14 

AEP Zone Monthly $ 1,845,720.83 
AEP Zone Annual $i 22,148,650.01 
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Refer to page 12 of the R O L I S ~  Testimoiiy, line 8. 

Mr. Roush states that, for the Street Ligliting class, Kentucky Power is proposing to limit service 
on new metal or concrete poles to existing iiistallatioiis. Explain the reason for this proposal. 

RESPONSE 

The Coiiipaiiy receives very few requests €or new metal or coiicrete poles. Less than 1.5% or the 
cuireiit iiistallatioiis wider Tariff S.L. are served uiider this provisioii. 

WITNESS: David M Ro~isli 
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ower Company 

REQUEST 

R.efer to pages 13 aiicl 14 of tlie ROLISI~ Testimony. 

In cliscrissiiig tlie proposed experiiiieiital time-of-day service tariffs for residential, small general 
service, aiicl large general service custoiiiers, Mr. ROLIS~  states that the tariffs were desigiied to be 
reveiiiie neutral aiicI that 011 average, customers would iiot pay more or less by selecting the 
experiiiieiital tariff" 

a. Giveii that statement, provide the iiiceiitive custoiiiers would liave to clioose tlie time-or- 
clay rate. 

b . Giveii that Keiitucky Power does not lmow where crrl-rent customer usage falls witliiii the 
three time periods included in tlie proposed tariffs, explain how Kentucky Power was 
able to design tlie tariffs to be revenue neutral. 

RESPONSE 

a. The objective oftlie time-of-day tariff offerings is that they provide ail iiiceiitive to 
customers to manage tlieir usage by coiisuiiiiiig less duriiig liigli price pel iods aiid/oi 
shifting usage to lower cost periods. T l i ~  customers do iiot siiiiply save money by 
selecting tlie tariff, they save iiioiiey by respoiidiiig to the piice signals provided by the 
tarilf. 

b. The Coiiipaiiy utilized its load research iiiforiiiation to develop class ItWh usage by 
pricing period. This allowed tlie Coiii1miy to design the rates 011 a reveiiiie neutral basis 
lor each class. 

WITNESS: David M Roiisli 
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Refer to page 1.3 of the R O L I S ~  Testimony. 

MI. ROLIS~  states that a $3 5 5  per-iiioiith charge would apply to custoiiiers of time-of-day tariffs 
to cover the additioiial cost of a more sophisticated meter. 

a. Provide the cost to I<eiiti.icky Power of the inore sophisticated meter. 

b. At tlie rate of $3.55 per iiioiith, a cwtoiiier would coiitribute $42.60 aiiiiually to-waid the 
cost of tlie meter. State whether Kentucky Power iiiteiids for this monthly cliaige to cease 
oiice tlie cost of the iiieter has beeii paid by the cnstoiiier through the iiioiitlily charge. I€ 
110, explaiii why this proposed charge is reasoiiable. 

RESPONSE 

a. The iiicreiiieiital iiieter cost is $3 19. 

b. Tlie iiioiithly charge of $3.55 includes a retuni 011 the iiivestiiieiit, a ieturii of tlie 
iiivestiiieiit (depreciation), taxes aiid administrative aiid geiieral expeiise based iipoii a 30- 
year usefd life. Further, the Compaiiy is obligated to maintain, repair, replace aiid test 
the meter. The developiiieiit of the charge in this iiiaiiiier is coiisisteiit with sound cost of 
service and rateiiialtiiig principles and is reasonable. The custoiiier is neither purchasing 
tlie iiieter 1101 assuiiiiiig the ongoiiig iiiaiiiteiiaiice, repair aiid replaceiiieiit obligatioiis so 
the charge should not eiid oiice tlie customer lias made payiiieiits equaI to the iiiitial 
cap ita1 outlay. 

WITNESS: David M ROLIS~ 





IWSC Case No. 2009-00459 
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entuclcy Power Company 

Refer to page 15 of tlie Ro~isli Testimony. 

Starting at line 4, Mr. Ro~isli states tliat changes are being proposed to Tariff OP in 01 der to iiialte 
traiisitioiis between Tari€f LGS aiid Tariff QP easier for custoiners. 

a. Explaiii why tliese transitions occui-. Iiiclude tlie hequeiicy of these traiisitioiis in your 
response. 

12. Provide tlie effects the proposed changes would have 011 current crrstoiiiers of Tariff QP 

RESPONSE 

a Tariff L,GS is available to custoiiiers with iioriiial maximum demand greatcr than 100 ItW 
but iiot inore than 1,000 ItW. To receive service uiider Tariff QP, custoiiiers iiirrst contract 
for 110 Iess than 1,000 ItW. Customers would traiisitioii from Tariff LGS to Taiiff QP as 
their usage increased and tlieir deiiiaiid exceeded 1,000 1tW. Similarly, custoiiieis would 
trasitioii from Tariff QP to Tariff LGS as their usage decreases aiid their demand falls 
below 1,000 kW. During a typical iiioiith, oiie or two customers move between Taiiffs 
LGS and QP. 

b. The proposed clicuiges did iiot cliaiige tlie total requested revenue for Tariff QP. Under tlie 
proposed design, lower load factor custoiiier served uiider TarXf QP would receive slightly 
lower increases than they would have received under tlie existing design. 

WITNESS: David M Ro~isli 
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Refer to pages 19-2 1 of the R O L I S ~  Testimony arid Exhibit DMR-4. 

a. IdeiitiCy where in the coiiipaiiy's cost-of-service study tlie embedded cost of traiisiiiissioii 
of $493 14,393 iiicluded in its proposed base rates can be foouiid. 

b. Starting at liiie 16 of page 19, Mr. R O U S ~  states that, "[t]he proposed Traiisiiiissioii 
hrljustiiieiit Tariff (Tariff T.A.) coiiipares the charges under PJMs Tai l€  to the 
embedded cost of transmission as deteriiiiiied from ICPCo's cost-or-service study aiid 
iiicluded in ICPCo's proposed base rates." State wliether the differeiice in these two 
amomits is due to the PJM Tariff charges beiiig calculated at the Jaii~iary 2010 rate If not, 
explain why the PJM Tariff charges aiid tlie eiiibedded cost of traiisiiiissioii would be 
diCkreiit. 

c. Absent the proposed traiisiiiissioii adjustment tariff, state wliether the proposed rates 
wo~ild include the eiiibedded cost of transmission per tlie cost-of- service stucly or tlie 
aiiiouiit of $42,475,930 calculated and sliowii in the exhibit. 

RESPONSE 

a. For the requested iiiibrmatioii, please rekr  to attached pages 2 tll-orrgh 8 of this response. 

b. The differeiice in the two aiiiouiits is priiiiarily clue to the difference between ICPCo costs 
aiid AEP East average costs Cor traiisiiiission. For example, I<PCo's eiiibeclded cost of 
traiisiiiissioii is based upon ICPCo's owii iiivestiiieiit in traiisiiiissioii, owii expenditures 011 

traiisiiiissioii O&M, taxes, aiid other costs, net of aiiy traiisiiiissioii-relate~l 1 eceipts. 
Whereas, PJM Tariff charges for Network Iiitegi-atioii Traiisiiiissioii Sei vice aiid 
Schedule 1A charges in the AEP East Zoiie are based ~ipoii those costs for all AEP-East 
operatirig companies. 

C. Abseiit the proposed traiisiiiissioii adjustlimit tariff, the proposed rates would iiiclude the 
eiiibedded cost of traiisiiiissioii per tlie cost-of-service study. 

WITNESS: David M Ro~isli 
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TOTAL 
RETAIL 

531,432,767 

428,4 13,799 
1,582,896 

429,996,695 

6,506,018 
4,229,545 

56,358,693 
154,130,834 
138,152,587 

4,921,900 
7,962,163 

101,021,740 
40,657,586 
23,285,957 
15,199,577 

0 
2,974,559 

558,400,959 

1,519.830,42 1 

54,7 14,617 

1 ,700,358 

-3,290,698 

1,572,954,698 

9,422,784 

1,582,377,482 

223,176,661 
138,142,478 
137,689,440 
24,326,628 

694,489 

524,029,696 

12,484,677 

1,045,863,109 

30,164 

Bulk 
Tranmission 

0 

Total 
Transmission 

0 

428,4 13,799 
0 

428,413,799 

METHOD 

PROD-DEMAND 

TRANS-TOTAL 
PROD-DEMAND 

Subtransmission 

0 
ELECTRIC PLANT IN SERVICE 
PRODUCTION PLANT DEMAND 

TRANSMISSION PLANT OTHER DEMAND TOTAL 
TRANSMISSION PLANT GSU TOTAL 
TRANSMISSION PLANT 

296,890,763 
0 

296,590,763 

13 1,523,036 
0 

131,523,036 

DISTRIBUTION PLANT 
360 LAND AND LAND RIGHTS 
361 STRUCTURES AND IMPROVEMENTS 

DIST-CPD 
DIST-CPD 
DIST-CPD 
DIST-POLES 
DIST-OHLINES 
DIST-UGLINES 
DIST-LJGLINES 
DIST-TRANSF 
DIST-SERV 
DIST-METERS 
DIST-OL 
DIST-OL 
D I ST-S L 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

362 STATION EQUIPMENT 
364 POLES 
365 OVERHEAD LINES 
366 UNDERGROUND CONDUIT 
367 UNDERGROUND LINES 
368 TRANSFORMERS 
369 SERVICES 
370 METERS 
37 1 INSTALLATIONS ON CUST PREMISES 
372 LEASED PROP ON ClJST PREMISES 
373 STREET LIGHTING 

DISTRIBUTION PLANT TOTAL 

PTD PLANT 

GENERAL PLANT TOTAL 

HR-J 765 LINE - AFUDC 

ASSET RETIREMENT OBLIGATION (ARO) 

ELECTRIC PLANT IN SERVICE 

ELECTRIC PLANT IN SERVICE -ADJUSTMENT 

GROSS UTILITY PLANT 

0 

296,890,763 

2,120,295 

1,700,356 

0 

131,523,036 

939.294 

0 

428,413,799 

3,059,589 

1,700,358 

0 

433,173,746 

0 

FORMULA 

LAB 0 R-M 

BULK-TRANS 

PROD-DEMAND 

0 

0 

300,711,416 

0 

0 

132,482,330 

0 

FORMULA 300.7 11,4 16 132,462,330 433,173,746 

DEPRECIATION RESERVE 
PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 

RB-GU P-EPIS-P 
R B-GU P-EPIS-T 
RB-GUP-EPIS-D 
R E-G U P-E P I S-G 

BULK-TRANS 

0 
95,380,328 

0 
942,703 

694,489 

97,O 17,520 

4,376,022 

199,317,874 

20,827 

0 
42,253,623 

0 
417,619 

0 

0 
137,633,950 

0 
1,360,322 

694.489 HR-J POST IN-SERVICE 

TOTAL DEPRECIATION RESERVE 

ACCUMULATED DEPRECIATION - ADJUSTMENT 

NET UTILITY PLANT 

PLANTHELDFORFUTUREUSETRANS 

42,671,242 

1,938,584 

87,552,504 

9,226 

139,688.761 

6,314,606 

287,170,378 

30,053 

FORMULA 

FORMULA 

R 6-G U P-E P I S-1 
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TOTAL 
METHOD RETAIL 

Bulk 
Tranmission 

Total 
Transmission Subtransmission 

WORKING CAPITAL 

WORKING CAPITAL CASH 
WORKING CAPITAL CASH EXCL SYS SALES EXP-OM 48,802,040 

PROD-DEMAND 1,088,084 
PROD-ENERGY 17,940,858 

67,830,982 

8,197,233 

240.440 106,515 

0 
0 

106,515 

23,690 

0 
0 
0 

305.850 

305,850 

0 

165,779 

264,203 

866,037 

0 
4,297,102 

0 
10,315 

4,307,417 

(14,322,441) 
(7.896) 

0 

(92,471) 

(15,654,800) 

77,380,384 

346.954 

SYSTEM SALES ADD BACK DEMAND 
SYSTEM SALES ADD BACK ENERGY 

TOTAL WORKING CAPITAL CASH 

WORKING CAPITAL CASH -ADJUSTMENT 

WORKING CAPITAL MATERIALS & SUPPLIES 
FlJEL 
PRODUCTION 
EMISSIONS 
TRANSMISSION AND DISTRIBUTION 

TOTAL MATERIALS & SUPPLIES 

0 
0 

0 
0 

346.954 240,440 

(92,538) (68,848) 

PROD-ENERGY 
PROD-DEMAND 
PROD-ENERGY 
TDPLANT 

42,77 1,452 
7,560,912 
8,159,539 
2,302,422 

60,794,325 

(21,230,418) 

1,968,585 

15,390,035 

132,950,742 

0 
0 
0 

694,358 

694.358 

0 
0 
0 

1,000,208 

1,000,208 

0 

542,126 

860,596 

2,681,037 

WORKING CAPITAL MATERIALS & SUPPLIES -ADJUSTMENT 

WORKING CAPITAL PREPAYMENTS RE-GU P-EPIS 

WORKING CAPITAL PREPAYMENTS -ADJUSTMENT 

TOTAL WORKING CAPITAL FORMULA 

0 

376,346 

596,393 

1,814,999 

CONSTRUCTION WORK IN PROGRESS 
PRODUCTION RB-GU P-EP IS-P 

R B-GU P-EPIS-T 
RB-GU P-EPIS-D 
R €3-G U P-E P IS-G 

5,665,163 
14,048,792 
6,370,789 

600,836 

26,685,580 

0 
9,699,974 

0 
23,284 

9,723,257 

0 
13,997,076 

0 
33,598 

14,030,674 

TRANSMISSION 
DISTRIBUTION 
GENERAL 

TOTAL CWlP 

RATEBASEOFFSETS 
ACCUMULATED DEFERRED FIT RE-GUP 

TDPLANT 
CIJST-DEP 

LABOR-M 

(170,075,156) 
(59,442) 

(17,3 19,382) 

(5,386.512) 

(1 92,840,492) 

1 ,O 12,689,103 

(32.514,3 13) 
(1  7.926) 

0 

(46,836.754) 
(25,823) 

0 
CUSTOMER ADVANCES 
CUSTOMER DEPOSITS 

RATE BASE OFFSETS -ADJUSTMENT (208,738) 

(35,713,268) 

175,163,689 

(30 1,209) 

(51,368,069) 

252,544,073 

TOTAL RATE BASE OFFSETS 

TOTALRATEBASE FORMULA 

OPERATING REVENUES 
TOTAL REVENUE REVSALES 

REVYEC 
507,240,229 

2,525,034 
509,765,263 

1,809,068 
395,706 

4,776,990 
330,170 

3,006,37 1 
69.928 

862,171 

11,250,404 

781,638 

521,797,305 

0 
0 
0 

0 
0 

0 
0 

0 
48,460 

0 

48,460 

0 

12,847,212 

0 
0 
0 

0 
0 

0 
0 

0 
2 1 ,468 

0 

2 1,468 

0 

6,167,030 

0 
0 
0 

0 
0 

0 
0 

0 
69,928 

0 

69,928 

0 

19,O 14,24 1 

TOTAL REVENUE YEAR END CUSTOMERS 
SALES OF ELECTRICITY 

OTHEROPERATINGREVENUES 
FORFEITED DISCOUNTS 
MISCELLANEOUS SERVICE REVENUE 

RENT FROM ELECTRIC PROP POLES 
RENT FROM ELECTRIC PROP OTHER DlST 

OTHER ELECTRIC REVENUE DlST 
OTHER ELECTRIC REVENUE WHEELING 
OTHER ELECTRIC REVENUE PRODUCTION 

TOTAL OTHER OPERATING REVENUES 

OTHER OPERATING REVENUE -ADJUSTMENT 

TOTAL OPERATING REVENUE 

FORT 
R B-GU P-EPIS-D 

DIST-POLES 
R B-GU P-EP IS-D 

RB-GUP-EPIS-D 
TRANS-TOTAL 
PROD-ENERGY 



OPERATION AND MAINTENANCE EXPENSE 

O&M EXPENSE PRODUCTION 
GENERATION EXPENSE DEMAND 
GENERATION EXPENSE ENERGY 
GENERATION EXPENSE FLlEL 

SYSTEM SALES 
SYSTEM SALES 

PURCHASED POWER DEMAND 
PURCHASED POWER ENERGY 

SYSTEM CONTROL 

TOTAL PRODUCTION EXPENSES 

O&M EXPENSE TOTAL TRANSMISSION 

O&M EXPENSE REGIONAL MARKET 

DISTRIBUTION OPERATION EXPENSE 
580 SUPERVISION & ENGINEERING 
581 LOAD DISPATCHING 
582 STATION EXPENSES 
583 OVERHEAD LINES 
584 UNDERGROUND LINES 
585 STREET LIGHTING 
586 METERS 
587 CUSTOMER INSTALLS 
588 MISCELLANEOUS DISTRIBUTION 
589 RENTS 
TOTAL DISTRIBUTION OPER EXP 

DISTRIBUTION MAINTENANCE EXPENSE 
590 SUPERVISION & ENGINEERING 
591 STRUCTURES 
592 STATION EQUIPMENT 
593 OVERHEAD LINES 
594 UNDERGROUND LINES 
595 LINE TRANSFORMER 
596 STREET LIGHTING 
597 METERS 
598 MISC DISTRIBUTION PLANT 
TOTAL DlSTRlBLlTlON MAlNT EXP 

DISTRIBUTION EXPENSES 

CUSTOMER ACCOUNTS 
901 SUPERVISION 
902 METER READ 
903 CUSTOMER RECORDS 
904 UNCOLLECTIBLES 
905 MISCELLANEOUS 
TOTAL CUSTOMER ACCOUNTS 

TOTAL CUSTOMER SERVICES 

KENTUCKY POWER COMPANY 
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TOTAL Bulk Total 
METHOD RETAIL Tranmission Subtransmission Transmission 

PROD-DEMAND 
PROD-ENERGY 
P ROD-E N ERGY 

PROD-DEMAND 
PROD-ENERGY 

PROD-DEMAND 
PROD-ENERGY 

PROD-DEMAND 

R B-GUP-EPIS-T 

TRANS-TOTAL 

TOTOXEXP 
D IST-C P D 
D IST-CPD 
DIST-OHLINES 
DIST-UGLINES 
DIST-SL 
DIST-METERS 
DIST-PCUST 
RB-GU P-EPIS-D 
R B-GU P-EPIS-D 
FORMULA 

TOTMXEXP 
DIST-C P D 
DIST-CPD 
TOTOHLINES 
TOTUGLINES 
DIST-TRANSF 
DIST-SL 
DIST-METERS 
D I ST-0 L 
FORMULA 

TOTOX234 
CUST-902 
CUST-903 
C UST-TOTAL 
TOTOX234 

C UST-TOTAL 

20,811,678 
9,981,548 

191,973,390 

(8,704,672) 
143,526,865) 

98,530,187 
152,824,335 

394,700 

474,515,836 

309.714 213.842 

1,174,225 

913,465 
2,432 

233,407 
1,137,658 

83,980 
53,816 

820,535 
135,655 

2,775,090 
1,575,3 16 
7,731,354 

8,891 
5,205 

29,521,237 
186,163 
175,156 

54,605 
53,708 

532,162 
31,049,152 

38,780,506 

512,025 

413,373 
754,340 

6,009.640 
(4,235,288) 

7,516 
2,949,561 

1,802,110 

813,738 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 

0 

0 

0 

94.732 

360.487 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 

0 

0 
0 

0 

0 

308,574 

1,174,225 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 



ADMINISTRATIVE & GENERAL EXPENSE 
A&G PRODUCTION DEMAND 
A&G PRODUCTION ENERGY 
A&G TRANSMISSION 
A&G DISTRIBUTION 
A&G CUSTOMER ACCOUNTS 
A&G CUSTOMER SERVICE 
TOTAL A&G EXPENSE EXCLUDING REGULATORY 

A&G REGULATORY RECLASSIFIED 

TOTALA&GEXPENSES 

TOTAL O&M EXPENSES 

ADJUSTED OPERATING AND MAINTENANCE EXP 

DEPRECIATION EXPENSE 
PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL PLANT 

TOTAL DEPRECIATION EXPENSE 
DEPRECIATION EXPENSE -ADJUSTMENT 
ADJUSTED DEPRECIATION EXPENSE 

OPERATION & MAINTENANCE EXPENSE - ADJUSTMENT 

KENTUCKY POWER COMPANY 
CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED SEPTEMBER 30,2009 

TAXES OTHER THAN INCOME 
FEDERAL INSURANCE TAX 
FEDERAL UNEMPLOYMENT EXCISE TAX 
FEDERAL EXCISE TAX 
KENTUCKY SALES & USE TAX 
KENTUCKY RIE PRS & PROPERTY TAX 
LOUlSfANA REAL & PERSONAL PROPERTY TAX 
KENTUCKY UNEMPLOYMENT TAX 
KENTUCKY PSC MAINTENANCE TAX 
KENTUCKY MUNICIPAL LICENSE TAX 
KENTUCKY LICENSE TAX 
OHIO GROSS RECEIPTS TAX 
OHIO FRANCHISE TAX 
WESTVlRGlNlA REAL & PERSONAL PROPERTY TAX 
WESTVlRGlNlA UNEMPLOYMENT TAX 
WEST VIRGINIA FRANCHISE TAX 
WEST VIRGINIA LICENSE TAX 
PENNSYLVANIA LICENSE TAX 
FRINGE BENEFIT LOADING FICA 
FRINGE BENEFIT LOADING FUT 
FRINGE BENEFIT LOADING SUT 
RIE PRS FRANCHISE - CARRS TAX 

TOTAL TAXES OTHER THAN INCOME 

ADJUSTED TAXES OTHER THAN INCOME TAX 
TAXES OTHER THAN INCOME TAXES -ADJUSTMENT 

TOTAL OPERATING REVENUE 

TOTAL OPERATING EXPENSE BEFORE TAXES 

GROSS OPERATING INCOME 

INTEREST CHARGE TAX 
INTEREST SYNCRONIZATION TAX 

NET OPER INCOME BEFORE INCOME TAX 

METHOD 

PROD-DEMAND 
PROD-ENERGY 
EXP-OM-TRAN 
EXP-0 M-D I ST 
EXP-0 M-C U STAC CT 
EXP-OM-CUSTSERV 

FORMULA 

FORMULA 

R B-G CJ P-E P IS-P 
RB-GUP-EPIS-T 
RB-GU P-EP IS-D 
R B-G U P-E P IS-G 

FORMULA 

LABOR-M 
LABOR-M 
LABOR-M 
TDPLANT 
RB-GUP 
RB-GUP 
LABOR-M 
REVSALES 
RB-GUP 
RB-GUP 
REVSALES 
PROD-DEMAND 
RB-GUP 
LABOR-M 
LABOR-M 
LABOR-M 
PROD-DEMAND 
LABOR-M 
LABOR-M 
LABOR-M 
RB-GUP 

FORMULA 

FORMULA 

RATEBASE 
RATEBASE 

FORMULA 

TOTAL 
RETAIL 

8,343,l 00 
2,865,019 
1,293,502 
8,706.885 
1,523,898 
382,387 

23,114,791 

1,088 

23,115,879 

390,416,316 
65,577,861 
455,994,177 

19,561,410 
7,597,948 
18,979,469 
4,447,255 

50,586,082 
12,957,354 
63,543,436 

2,856,586 
27,478 
9,727 

(566.333) 
9,181,190 

199 
38,434 
690,213 

99 
114 

222,171 
18.414 
954 
1,620 

(39,839) 
55 
39 

(1,111,545) 
(1 1,724) 
(12.498) 
(51,723) 

1 1,253,63 1 
220,301 

11,473,932 

52 1,797,305 

531,ai1,545 

(92 14,240) 

(37,443,850) 
2,732,876 

(43.925,2 14) 

Bulk 
Tranmission 

0 
0 

895,708 
0 
0 
0 

895,708 

228 

895,937 

1,923,516 
(740.304) 
1,183,212 

0 
5,245,995 

0 
172,340 

5,418,335 
4,376,022 
9,794,357 

110,698 
1,065 
377 

(170,793) 
1,755,225 

38 
1,489 

0 
19 
22 

0 
0 

182 
63 

2 
0 

(1,544) 

(43,074) 

-484 
(454) 

(9,888) 

1,773,025 
33.644 

1,806,669 

12,847,212 

12,784,238 

(12,735,778) 

(6,476,620) 
472,702 

(18,739,695) 
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Subtransmission 

0 
a 

39~,mo 
0 
0 
0 

396,800 

1 oa 

396,900 

852.120 
189,521 
1,041,640 

0 
2,323,983 

0 
76,347 

2,400,330 
1,938,584 
4,338,914 

49,039 
472 
167 

(75,231) 
773,170 

17 
660 
0 
8 
10 
0 
0 
80 
28 

1 
0 

(684) 

(19.082) 
(201) 
(215) 

(4,356) 

781,361 
14,840 
796,201 

G, 167,030 

6,176.755 

(6,155,288) 

(2,86 1,115) 
208,821 

(8,807,581) 

Total 
Transmission 

0 
0 

1,292,508 
0 
0 
0 

1,292,508 

329 

1,292,837 

2,775,636 
(550,783) 
2,224,852 

0 
7,569.979 

0 
248,686 

7,818.665 
6,314,606 
14,133,271 

159,738 
1,537 
544 

(246.024) 
2,528,395 

55 
2,149 

27 
31 
0 
0 

263 
91 

3 

a 

(2,228) 

a 

(656) 
(62,157) 

-699 
(14.244) 

2,554,385 
48,484 

2,602,870 

19,014,241 

18,960,993 

(18,89 1,065) 

(9,337,735) 
68 1,524 

(27,547,276) 
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INCOME TAXES 

SCHEDULE M INCOME ADJUSTMENTS 
BOOKVS TAX DEPRECIATION NORMALIZED 
BOOK VS TAX DEPRECIATION FLOWTHRU 

ABFUDC 

SEC 481 PENSlONSlOPEB ADJUSTMENT 
INTEREST CAPITALIZATION 
DEFERREDFUEL 
PROVISION FOR POSSIBLE REVENUE REFUNDS 
PERCENT REPAIR ALLOWANCE 
BOOWTAX UNIT OF PROPERTY 
BOOWTAX UNIT OF PROPERTY - SEC 481 
TAX AMORTIZATION OF POLLUTION CONTROL 
CAPITALIZED RELOCATION COSTS 
MTM BOOK GAIN ABOVE THE LINE TAX DEFERRAL 
MARK & SPREAD DEFL -283 AIL 
MARK & SPREAD DEFL -190 AIL 
PROVISION FOR WORKERS COMP 
ACCRUED BOOK PENSION EXPENSE 

SUPPLEMENTAL EXECUTIVE RETIREMENT 

AOFUDC - HRlJ 

ABFUDC - HR/J 

ACCURED BOOK PENSION COSTS - SFAS 158 

KENTUCKY POWER COMPANY 
CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED SEPTEMBER 30,2009 

METHOD 

RB-GUP 
RB-GUP 
BULK-TRANS 
RB-CWIP 
BULK-TRANS 
LABOR-M 
RB-GUP 
FUELREV 
REV 
RB-GUP 
RB-GUP 
RB-GUP 
PROD-DEMAND 
RB-GUP 
PROD-ENERGY 
PROD-ENERGY 
PROD-ENERGY 
LABOR-M 
LABOR-M 
LABOR-M 
LA BO R-M 

ACCRUED SUPPLEMENTAL EXEC RETIREMENT COSTS SFAE LABOR- M 
ACCRUED BOOK SUPPLEMENTAL SAVINGS PLAN EXP 
ACCRUED PSI PLAN EXPENSES 
BOOK PROVISION UNCOLLECTIBLE ACCOUNTS 
PROVISION FOR TRADING CREDIT RISK ABOVE THE LINE 
PROVISION FOR FAS 157 AIL 
VACATION PAY SEC 481 
ACCRUED STATE INTEREST EXPENSE 

REGASSETONDEFERREDRTOCOSTS 
FEDERAL MITIGATION PROGRAMS 
STATE MITIGATION PROGRAMS 
DEFERRED BOOK CONTRACT REVENUE 
DEFERRED DEMAND SIDE MANAGEMENT EXPENSE 

DEFERRED TAX GAIN EPA AUCTION 
ADVANCE RENTAL INCOME 
REG LIABILITY UNREALIZED MTM GAIN DEFERRAL 
REG ASSET SFAS 158 PENSIONS 
REG ASSET SFAS 158 SERP 
REG ASSET SFAS 158 OPEB 
CAPITALIZED SOFTWARE COSTS TAX 
BOOK LEASES CAPITALIZED FOR TAX 
CAPITALIZED SOFTWARE COSTS BOOK 
BOOK AMORTIZATION LOSS REAQUIRED DEBT 
ACCRUED SFAS 106 POST RETIREMENT EXPENSE 
SFAS 106 POST RETIREMENT MEDICARE BENEFITS 
ACCRUED OPEB COSTS SFAS 158 
ACCRUED SFAS 112 POST EMPLOYMENT BENEFITS 
ACCRUED BOOK ARO EXPENSE SFAS 143 
ACCRUED SALES & USE TAX RESERVE 

NON TAXABLE DEFERRED COMPENSATION CSV EARN 
NONDEDUCTIBLE MEALS & TRAVEL EXPENSE 
FIN 48 DSIT 
REMOVAL COSTS 
BOOK DEFFERAL MERGER COSTS 
REG ASSET ACCRUED SFAS 112 

ACCRUED LONG TERM INTEREST EXPENSE - FIN 48 

BOOK > TAX BASIS - EMA N C  283 

ACCRUED SIT TAX RESERVE - LONG TERM FIN 48 

1991 - 1996 IRS AUDIT SETTLEMENT 

TOTAL SCHEDULE M ADJUSTMENTS - PERBOOKS 

ADJUSTMENTS TO PERBOOKS SCHEDULE M 

L A B O R ~ M  
LABOR-M 
CUST-TOTAL 
PROD-ENERGY 
PROD-ENERGY 
LAB 0 R-M 
REV 
REV 
TRANS-TOTAL 
PROD-ENERGY 
PROD-ENERGY 
REV 
LABOR-M 
PROD-ENERGY 
PROD-ENERGY 
REV-OTHER 
PROD-ENERGY 
LABOR-M 
LABOR-M 
LABOR-M 
RB-GUP 
RB-GUP 
RB-GUP 
RB-GUP 
LABOR-M 
LAB 0 R-M 
LABOR-M 
LABOR-M 
RB-GUP 
REV 
REV 
LABOR-M 
LABOR-M 
REV 
RB-GUP 
REV 
LAB 0 R-M 
REV 

TOTAL 
RETAIL 

(33,837,720) 
8,247,102 

11,364 
(807,41 1) 

22,044 

1,565,806 
21,616,789 

(704,906) 
(1,783,802) 
(3,603,276) 

(27,693,495) 
2,724,318 
(1 75,409) 

(15,542,306) 
10,225,186 

(117) 

(9,599,748) 
(62,124) 

3,441,009 
(1,093,177) 

3,39 1 
(1,798) 

98,892 
(386,625) 

(4,520,982) 
104,118 
38,284 

131,477 
(1) 

260,839 
147,454 

(426.072) 
(630,761) 

( 1  3,380) 
24.873 

214,244 
(38,059) 

(8,933) 
3,168,780 
1,093,177 

1,798 
1,179,816 

(764) 
(71,80 1) 

1,331,392 
33,346 

678,802 
(851,119) 

(1,179,816) 

2,852,343 
( 1 3 1  1,166) 

5 1,396 
34,434 
02,7 13 

(43,069) 
(8,077,64 1) 

(32,666) 
359,347 
(26,075) 

(53,399,032) 

27,448,160 

(359,347) 

Bulk 
Tranmission 

(6,468,965) 
1,576,649 

11,364 
(294,191) 

22,044 

299,345 
0 

(5) 

(66) 
(341,020) 
(688,860) 

(5,294,336) 
0 

0 
0 
0 

(2,407) 
133,346 
(42,363) 

131 

3,832 
(14,982) 

0 
0 
0 

5,095 

24 
102,186 

0 
0 

964 
0 
0 

0 
42,363 

70 
45,720 

(146) 
(13,727) 

254,530 
6,375 

23,980 
(32,982) 
(45,720) 
(1 3,925) 
545,300 

5 
1,334 
3,205 

(4) 
(1,544,252) 

(3) 

(2) 

( 1  1,739,954) 

(33,534) 

(70) 

(0)  

(1) 

(38) 

(141) 

13.925 

2,306,617 

Subtransmission 

(2,849,556) 
694,508 

0 
(130,327) 

0 

131,860 
0 

(2) 

(29) 
(150,218) 
(303,441) 

(2,332,136) 
0 

(14,772) 
0 
0 
0 

(1,066) 
59,072 

(1 8.767) 
58 

1,698 

0 
0 
0 

2,257 

1 1  
45,268 

0 
0 

427 
0 
0 

0 
18,767 

31 
20,254 

(64) 
(6,047) 

112,120 
2,808 

10,623 
(14,Gi 1) 
(20,254) 

(6,169) 
240,203 

(62) 
2 

591 
1,420 

(31) 

(6 I 6 37) 

( 0 )  

(1) 

(17) 

(2) 

(1) 

(1) 

(680,238) 

6,169 

(5,186,302) 

1 ,O 16,133 

Total 
Transmission 

(9,318,521) 
2,271,158 

11,364 
( 4 2 4 3 1  8) 

22,044 

431,205 
0 

(7) 

(95) 
(491,239) 
(992,301) 

(7,626,472) 

(48,306) 
0 

0 
0 
0 

192.418 
(6 1,129) 

(3,474) 

190 
(101) 

5,530 
(21,620) 

0 
0 
0 

7,352 

(0 )  
35 

147,454 
0 
0 

1,391 
0 
0 

0 
61,129 

101 
65,974 

(21 

(56) 

(210) 
(19,773) 
366.650 

9,183 
34,603 

(47,594) 
(65,974) 
(20,094) 

785,503 
(203) 

7 
1,926 
4,625 

(6) 

(4 ) 

(3) 

(2,224,490) 

20,094 

(16,926.257) 

3,322.780 



KENTUCKY POWER COMPANY 
CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED SEPTEMBER 3 0 , Z O  

TQTAL 
M E T H O D  RETAIL 

WEST VIRGINIA STATE TAXABLE INCOME FORMULA 
BONUS DEPRECIATION ADJUSTMENT FOR STATE RE-GUP 
KENTUCKY STATE TAXABLE INCOME FORMULA 

STATE INCOME TAX KENTUCKY 
STATE INCOME TAX WEST VIRGINIA 
TOTAL STATE INCOME TAXES 

FORMULA 
FORMULA 

(69,876,086) 
22,637,800 

(47,238,286) 

(2,834,297) 
(159,457) 

(2,993,754) 

TAXABLE OPERATING INCOME FORMULA (66,882,332) 

GROSS CURRENT FIT 
FEEDBACK PRIOR ITC NORMALIZATION TAX 
FEDERAL INCOME TAX - ITC -ADJUSTMENT 

FORMULA (23,408,816) 
RE-GUP (818,986) 

292.039 

CURRENT FIT AND ITC FORMULA (23,935,763) 

DEFERRED FIT - CURRENT YEAR 
DIFIT FOR BOOK VS TAX DEPRECIATION NORMALIZED RE-GUP 
DFIT ABFUDC RE-CWIP 
WSEC 482 PENSIONIOPEB ADJUSTMENT LAB OR-M 
INTEREST CAPITALIZATION RB-GUP 
DEFERRED FUEL EXPENSE FUELREV 
PROVISION FOR POSSIBLE REVENUE REFUNDS REV 
PERCENT REPAIR ALLOWANCE RE-GUP 
BOOWTAX UNIT OF PROPERTY R 13-GLJP 
BOOWTAX UNIT OF PROPERTY - SEC 481 RE-GUP 
TAX AMORTIZATION POLLUTION CONTROL PROD-DEMAND 
CAPITALIZED RELOCATION COSTS RB-GUP 
MTM BOOK GAIN ABOVE THE LINE TAX DEFERRAL PROD-ENERGY 
MARK & SPREAD DEFL -283 AIL PROD-ENERGY 
MARK & SPREAD DEFL -190 AIL PROD-ENERGY 
PROVISION FOR WORKERS COMP LABOR-M 
ACCRUED BOOK PENSION EXPENSE LABOR-M 
ACCURED BOOK PENSION COSTS - SFAS 158 LABOR-M 
SUPPLEMENTAL EXECUTIVE RETIREMENT LAB 0 R-M 
ACCRUED SUPPLEMENTAL EXEC RETIREMENT COSTS SFAE LABOR-M 
ACCRUED BOOK SUPPLEMENTAL SAVINGS PLAN EXP LABOR-M 
ACCRUED PSI PLAN EXPENSES LABOR-M 
BOOK PROVISION UNCOLLECTIBLE ACCOUNTS C U ST-TOTAL 
ACCRUED COMPANYWIDE INCENTIVE PLAN LABOR-M 
PROVISION FOR TRADING CREDIT RISK ABOVE THE LINE PROD-ENERGY 
PROVISION FOR FAS 157 AIL PROD-ENERGY 
ACCRUED BOOK VACATION PAY LABOR-M 
ACCRUED LONG TERM INTEREST EXPENSE - FIN 48 REV 
REGASSETONDEFERREDRTOCOSTS TRANS-TOTAL 
FEDERAL MITIGATION PROGRAMS PROD-ENERGY 
STATE MITIGATION PROGRAMS PROD-ENERGY 
DEFERRED BOOK CONTRACT REVENUE REV 
DEFERRED DEMAND SIDE MANAGEMENT EXPENSE LABOR-M 
BOOK > TAX BASIS - EMA AIC 283 PROD-ENERGY 
DEFERRED TAX GAIN EPA AUCTION PROD-ENERGY 
ADVANCE RENTAL INCOME REV-OTHER 
REG ASSET UNREAL MTM GAIN DEFERRAL PROD-ENERGY 
REG ASSET SFAS 158 PENSIONS LABOR-M 
REG ASSET SFAS 158 SERP LABOR-M 
REG ASSET SFAS 158 OPEB LABOR-M 
CAPITALIZED SOFTWARE COST TAX RB-GUP 
BOOK LEASES CAPITALIZED FOR TAX RE-GUP 
CAPITALIZED SOFTWARE COST BOOK RE-GUP 
BOOK AMORTIZATION LOSS REAQUIRED DEBT RE-GUP 
ACCRUED SFAS 106 POST RETIREMENT EXPENSE LABOR-M 
ACCRUED OPEB COSTS SFAS 158 LABOR-M 
ACCRUED SFAS 112 POST EMPLOYMENT BENEFITS LABOR-M 
ACCRUED BOOK ARO EXPENSE SFAS 143 RE-GUP 
ACCRUED SALES & USE TAX RESERVE REV 
ACCRUED SIT TAX RESERVE - LONG TERM FIN 48 REV 
FIN 48 DSIT REV 
BOOK DEFFERAL MERGER COSTS REV 
REG ASSET ACCRUED SFAS 112 LABOR-M 
1991 - 1996 IRS AUDIT SETTLEMENT REV 

11,706,400 
282,595 

41 
(548,032) 

(7,565,876) 
246,717 
624.331 

1,261,147 
9,692,723 

(953,511) 
6 1,393 

5,439,807 
(3,578,816) 
3,359,913 

21,743 
(1,204,362) 

382.6 12 

629 
(34,612) 
135.3 18 

1,582,343 
I 

(1,187) 

(36,442) 
(13,400) 
(46,017) 
(9 1,294) 
(5 1,609) 
149,126 
220,767 

4,683 

(74,985) 
13,321 

3,127 

(8,705) 

(1,109,073) 
(382,G 12) 

(412,935) 
268 

25,131 
(465,987) 

( 1  1,671) 
(216,581) 
412.936 
125,773 

(998,320) 
528,909 
(17,989) 
15,074 
1 1,433 

(125,772) 
9,127 

(629) 

FEDERAL INCOME TAX - DEFERRED -ADJUSTMENT 

TOTAL CURRENT YEAR DFlT 10,350,145 

(8,016.836) 

09 

Bulk 
Tranmission 

(28,173,003) 
4,327,807 

(23,645,196) 

(343,783) 
(2 1,987) 

(365,770) 

(27,807,233) 

(3,244,162) 
(156,571) 

65.831 

(3,335,062) 

2,237,984 
102,967 

2 
(104,771) 

0 
23 

119,357 
24 1,112 1 

1,853,017 
0 

1 1,737 
0 
0 
0 

843 
(46,671) 
14,827 

(46) 
24 

(1,341) 
5,244 

0 
0 
0 
0 

(1.783) 
( 8 )  

(35,765) 
0 
0 
0 

0 
0 

13 
0 

(337) 

(14,827) 

(16,002) 
51 

4,804 
(89,086) 

(24) 

(2,231) 
(8,393) 
16,002 
4,874 

(190,865) 
49 

1 
1 

1 

(2) 

(4,874) 

(503,477) 

3,592,432 
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Total 
Subtransmission Transmission 

(1 2,977,750) (41,150,753) 
1,906,384 6,234,191 

(I 1,071,366) (34,916,562) 

(1 53,620) (497,404) 
(9,782) (3 1.769) 

(163,403) (629,173) 

(12,814,347) (40,621,580) 

(1,443,178) (4,687,340) 
(68,969) (225,539) 
24,593 80,424 

(1,483,364) (4,8 18,426) 

985,824 
45,615 

I 

(46,15 1 )  
0 

10 
52,576 

106,204 
816,248 

0 
5,170 

0 
0 
0 

373 
(20,675) 

6,568 

11 

2,323 
0 
0 
0 
0 

(790) 
(4) 

(20) 

(594) 

(15,844) 
0 
0 
0 

0 
0 
6 
0 

(6,568) 
(11)  

(7,089) 
23 

2,116 
(39,242) 

(983) 
(3,718) 
7,089 
2,159 

(149) 

3,223,809 
148,582 

2 
(150,922) 

0 
33 

17 1,934 
347,305 

2,669,265 
0 

16,907 
0 
0 
0 

1,216 

21,395 
(66) 
35 

(1.935) 
7,567 

0 
0 
0 
0 

(67,346) 

(2,573) 
(12) 

(5 1,609) 
0 
0 
1 

(487) 
0 
0 

19 
0 

(21,395) 

(23,091) 
74 

6,921 
(1 28,327) 

(3,214) 
(12,111) 

(35) 

23.09 1 
7,033 

(84,071) (274,926) 
22 71 

1 2 
0 2 

(2,159) (7,033) 
0 1 

( 1 )  (2) 

(221,782) (725,259) 

1,582,488 5,174,920 
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Bulk 
Tranmission 

TOTAL 
RETAIL 

Total 
Transmission METHOD Subtransmission 

DEFERRED FIT - PRIOR YEAR 
GAlNlLOSS ON ACRSlMACRS PROPERTY RB-GUP 

R B-C W I P 
BULK-TRANS 
BULK-TRANS 
LABOR-M 
LABOR-M 
LABOR-M 
RB-GUP 
RB-GUP 
RB-GUP 

(918,515) 
( 18 1,758) 

(7,449) 
(3 19,206) 

(46,737) 
(5,793) 
(3,358) 

257.373 
(692.281) 
293,928 

(1,623,796) 

(15,209,414) 
(18,203,168) 

512,808,377 

8,988,928 

(175.598) 
(66,226) 

(7,449) 
(3 19,206) 

(1,811) 
(224) 
(130) 

49,204 
(132,348) 

56,192 

(597,597) 

(2,103,006) 
(2,468,776) 

10,3 15,462 

2,548,488 

(77,350) 
(29,338) 

0 
a 

(802) 
(99) 
(58) 

21,674 
(58,299) 
24,752 

(119,520) 

(941,982) 
(1 ,1 05,384) 

5,071,371 

1 , l  02,140 

(252,949) 
(95,564) 

(7,449) 
(3 19,206) 

(2,613) 
(324) 
(188) 

70,878 
(190,646) 

80,944 

(717,117) 

(3,044,988) 
(3,574,1 60) 

15,386,833 

3,650,628 

ABFUDC 
ABFUDC HRJ POST-IN SERVE 
ABFUDC - HRJ (TC) 
TAXES CAPITALIZED 
PENSIONS CAPITALIZED 
SAVING PLAN CAPITALIZED 
INTEREST CAPITALIZED 
ADR REPAIR ALLOWANCE 
CAPITALIZED RELOCATION COSTS 

TOTAL PRIOR YEAR DFlT 

FEDERAL INCOME TAXES 
TOTAL INCOME TAXES 

TOTAL EXPENSES 

NET OPERATING INCOME 

AFUDC OFFSET 
PRODlJCTlON 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
AFUDC OFFSET 

AFUDC OFFSET - ADJUSTMENT 

ADJUSTED NET OPERATING INCOME 

FORMULA 

FOR MU LA 

FORMULA 

PROD-DEMAND 
RB-GU P-€PIS-T 
RB-GU P-EP IS-D 
LABOR-M 

554,942 
277,698 
164,723 
26,898 

1,024,261 

1,190,864 

11,204,053 

0 
191,736 

0 
1,042 

192,779 

0 
84,939 

0 
462 

85.401 

0 
276,676 

0 
1,504 

278.180 

224,135 

2,948.664 

99,292 

1,280,352 

323,428 

4,229,016 FORMULA 

REVENUE REQUIREMENT ANALYSIS 
TOTAL RATE BASE 1,012,689,103 

11,204,053 

512,808,377 

521,797,305 

175,163,689 

2,948,664 

10,315,462 

12,847,212 

77,380,384 

1,280,352 

5,071,371 

6,167,030 

252,544,073 

4,229.016 

15,386,833 

19,014,241 

ADJUSTED NET OPERATING INCOME 

TOTAL EXPENSES 

TOTAL OPERATING REVENUE 
LESS: 

FORMULA 

FORMULA 

FORMULA 

OTHER OPERATING REVENUE FORMULA 12,032,042 74,557 34,888 
SALES OF ELECTRICITY FORMULA 509,765,263 12,772,655 6,132,142 

109,445 
16,904,797 

REQUIRED INCOME 

INCOME INCREASE 

GROSS REVENUE CONVERSION FACTOR 

PROPOSED REVENUE INCREASE 

TOTAL REVENUE REQUIRED 
LESS: 

FORMULA 86,239,690 15,730,l 16 7,077,599 

FORMULA 75,035,636 12,781,452 5,797,247 

1647564 

723,626,013 2 1,056,261 9,551,336 

FORMULA 645,423,318 33,905,472 15,718,365 

22,807,7 15 

16,578,700 

30,609,596 

49,623,838 
~~ 

OTHER OPERATING REVENUE FORMULA 12,032,042 74,557 34,888 109,445 
REQUIRED RATE REVENUE FORMULA 633,391,276 33,830,915 15,683,478 49,614,393 





IUPSC Case No. 2009-00459 
Coiiiinissioii Staff's Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 58 
Page 1 o f 1  

REQUEST 

Refer to the R O L ~ S ~  Testiiiioiiy at page 20. 

Starting at h e  20, Mr. Rorisli states that the Tariff TA would iiot apply to Tari€€s OL and SL 
siiice they do iiot have an embedded cost of transmission. Giveii that $49,514,393 or 
traiisiiiissioii costs are included iii ICeiitucky Power's proposed rates, and therefore are proposed 
to be recovered through tlie liglitiiig schedules, explain why it would not be appropriate to apply 
the Tari€f Th to tlie liglitiiig schedules. 

ICPCo's proposed rates iiiclude $49,5 14,393 of transmission costs, however noiie 01 that cost is 
iiicluded in the Tariff OL and SL class reveiine reqrrireiiieiits. Traiisiiiissioii costs ale allocated 
to the customer classes based upon tlie class usage at the time of the Company's monthly peak 
demands. The liglitiiig classes were iiot coiisuiiiiiig electricity at the time ol: the Company's 
iiioiitlily peaks aiid therefore are not allocated traiismissioii costs. Giveii this, it would not be 
appropriate to apply Tariff TA to the liglitiiig scliedules. 

IVTTNESS: David M Rous11 





BWSC Case No. 2009-00459 
Commission Staff's Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 59 
Page 1 of 1 

REQKJEST 

Refer to page 2,l of the R O L I S ~  Testiiiioiiy. 

Mr. Roiisli discusses tlie aiiiirial filings for Tariff TA and the BAF. Explain whether I< eiitucky 
Power anticipates that these aiiiiual filings would be tariff filings or case filings 1 equiriiig an 
or der fro in the C o mini s sioii I 

Kentucky Power aiiticipates that tliese aiuiual filiiigs would be tariff filings siiiiilai to the ivay the 
Net Merger Savings Credit BAF filings were haiidled in tlie past. 

WITNESS: David M Rous11 





KPSC Case No. 2009-00459 
Cominissiona Staffs Second §et of Data Requests 

Order Dated Febl-rrary 12,2010 
Item No. 60 
Page 1 of 1 

Kentucky Power 

Rekr to tlie R O U S ~  Testimony, Exhibit DMR-3, page 1 of 4. 

This scliedule shows that the Street Lighting class has a current return 011 rate base of 14.45 
percent, inore tlian twice the return of any oilier class. Given its high rate or return, explain why 
it is appropriate to allocate any reveiiue increase to this class. 

Since tlie Coiiipaiiy has proposed to eliiiiiiiate only 10% of the difference from cost-of-service in 
this proceeding to mitigate tlie iiiipact 011 classes with low rates of return, the concept applies 
correspondingly to classes with higli rates or return. Uiider the Coiiipiiy's proposal, the street 
lighting class does receive a below average increase and is moving closer to cost of' service in the 
saiiie proportion as all other classes. 

WITNESS: David M  ROW^ 





IUPSC Case No. 2009-00459 
Colrniinissioii Staft's Second Set of Data Requests 

Order Dated February 12,2010 
I[tem No. 61 
Page 1 o f2  

REQUEST 

Refer to the Direct Testiiiioiiy of Errol IC. Wagner ("Wagner Testiiiioiiy") at page 8. 

Starting at h i e  13, Mr. Wagiier states that ICeiitucky Power paid an aiiiiual capacity chaige of 
$57,077,395 for tlie Septeiiiber 30, 2009 test year. Provide the capacity charge Coi each of the 
last five-year periods eliding September 30. 

RESPONSE 

Attached 011 page 2 of 2 is the iiioiitlily AEP Pool capacity charge KPCo paid 101 the sixty 
iiioiitlis eiidiiig September 30, 2009. 

WITNESS: Errol I< Wagner 



Month 
(1) (2) 

1 oct 

2 Nov 

3 Dec 

4 Jan 

5 Feb 

6 Mar 

7 Apr 

8 May 

9 Jun 

10 Jul 

11 Aug 

12 Sep 

13 Total 

KPSC Case No. 2009-00459 
Commission Staff 2nd Set Data Requests 

Order Dated February 12, 2010 
Item No. 61 
Page 2 of 2 

Kentucky Power Cornpant 

for the Following Twelve Months Periods 
WE$ Pool Capacity Charge 

Twelve 
Months 

Ending 2009 
(3) 

$4,793,805 

$4,751,761 

$5,276,715 

$5,164,497 

$4,496,431 

$4,476,6 14 

$4,478,997 

$4,702,227 

$4,480,173 

$4,740,04 1 

$4,9 17,888 

$4,798,246 

Twelve 
Months 

Ending 2008 
(4) 

$3,139,594 

$3,095,797 

$3,100,767 

$3,714,122 

$3,827,012 

$3,915,346 

$4,138,446 

$4,194,177 

$3,959,874 

$4,157,357 

$4,075,591 

$4,856,078 

Twelve 
Months 

Endinq 2007 
(5) 

$2,726,094 

$2,785,770 

$2,830,229 

$2,651,161 

$3,110,369 

$3,958,243 

$3,655,866 

$4,350,459 

$3,220,907 

$3,208,316 

$3,225,025 

$3,088,727 

Twelve 
Months 

Ending 2006 
(6) 

$3,068,852 

$3,009,664 

$3,285,102 

$3,173,069 

$3,274,426 

$3,492,649 

$3,432,888 

$3,536,993 

$3,816,015 

$3,610,397 

$2,872,903 

$2,790,646 

Twelve 
Months 

Endinq 2005 
(7) 

$1,857,139 

$1,793,310 

$1,864,356 

$2,484,659 

$3,034,222 

$3,178,613 

$3,240,968 

$3,249,662 

$3,218,782 

$2,806,143 

$2,564,201 

$2,585,550 

- --.- 
$57,077,395 $46,174,161 $38,811,166 $39,363,604 $31,877,605 





IWSC Case No. 2009-00459 
Commission Staffs Second Set of D a h  Requests 

Order Dated February 12,2010 
Item No. 62 
Page 1 of 1 

REQUEST 

Refer to the Wagiier Testimony, pages 5- 10, coiiceriiiiig the AEP traiisiiiissioii agreeiiieiit aiid 
Section V, Worltpaper S-4, page 7 in Volume 2 of tlie application. 

Page 10 of the Wagiier Testiiiioiiy refers to tlie workpaper aiid tlie Bethel Testimony. The 
~~orltpalier reflects an increase in I<entucky Power’s traiisiiiissioii agreeiiieiit revenues while the 
Bethel Testiiiioiiy refers lo Kentricky Power receiving a cost decrease due to changes in how 
transmission issues are dealt with by the AEP East Coiiipanies. Explaiii whether the reveiiue 
increase referenced by Mr. Wagner aiid tlie cost decrease discussed in the Retliel Testimony are, 
or are iiot, oiie aiid tlie saiiie. 

RESPONSE 

They are iiot the same. Section V, Workpaper S-4, Page 7 adjusts the test yea1 tiaiisiiiissioii 
rcveiiues for two luiown and iiieasiirable adjustineiits. Col~~iiiii 5 annualizes the test year 
transmission reveiities to the September 2009 actual level. Columii 6 adjusts the tiaiisiiiissioii 
reveiiues to reflect tlie increase in KPCo’s MLR from 7.069% to 7.054%. Iiicreasiiig the 
Company’s MLR iiicreases KPCo’s iiivestmeiit obligation aiid reduces KPCo’s S L I ~ ~ ~ L ~ S  This, iii 
lurii, reduces the moiithly traiismission reveiiue ISPCo receives from the Traiisiiiissioii Pool. 
Please note the iiioiitlily $7,750 aiiiomt in coltiiiin 6 should be a negative $7,750 as shown on 
Exhibit EKW-12. Therefore, the amount sliowii on liiie 13 colmiin 7 shotild be ($1,000,837) iiot 
the ($1 ,I 86,837) as ciirreiitly shown. Taltiiig the ICPSC Jurisdiction allocatioii facloi of 0.986 
h i e s  the ($1,000,837) results in a negative adjustmelit of ($986,525) versus the negative 
adjustment of ($1,170,221) as shown on Sectioii V, Workpaper S-4, Page 7, Line Nuiiiber 16. 

The cost decrease refereiiced by Mr. Bethel is not directly related to the adjustiiieiits discussed 
above, but is related to the proposed modifications to the Traiisiiiissioii Agreemeiit in FERC 
Docket No.ER09-1279. The cost decreases that result €or Keiitucky Power Coiiipaiiy in tlie as 
liled proposal in Docket ER09- 1279 are not coiitaiiied in the acljiistiiieiit refereiiced above. The 
cost decrease referenced by Mr. Bethel will autoiiiatically flow through the Ti aiisiiiissioii 
Tracker (Tarif€ T.A.) proposed by ICPCO in this case if Tariff T. A. is approved by the PSC and 
tlie as filed iiiodificatioiis to tlie Traiisrnissiori Agreement are approved by FERC in Docket 
ER 09- 1279 I 

WITNESS: Errol IC Wagiier 





I@§C Case No. 2009-00459 

Order Dated February 12,2010 
Item No. 63 

Coininissioii StafPs Second §et of 

Page 1 ofgb 

REQUEST 

Refer to page 10 of tlie Wagner Testiiiiony aiid Workpaper S-2, page 3. 

a. Explain why the gross reveiiue coiiversion factor is based 011 a tlwee-year average of 
uiicollectible accouiits rather than on tlie test-year level of uiicollectible accounts. 

Describe the company's standard policy oii wlieii it charges, 01 writes off, uiicollectible 
accounts as bad debts. 

For the thee f 2-months periods included iii the workpaper, provide an eiicl-o€-period 
comparison of the level of ruicollectible accounts that were 30, 60 and 90 days old 

b. 

c. 

~ ~ § ~ ~ ~ § ~  

a. 

b. 

C. 

The primary purpose of the tliree year average is so any oiie year event does not have a 
disproportionate and iiiiproper impact on the conversion factor. For example, iP a large 
industrial customer went out of business in the test year owing IQCo a sixty day balaiice 
on their accomit, it would have aii uixeasonable impact on the conversion factor iT only a 
oiie year triicollectible perceiitage were used. In addition, a tlxee year average allows any 
treiids in tlie uiicollectible percentage (upward or downward) to be seen readily. 

ICPCo's charge-off policy is that aiiy filial bill that remains uiipaid at the eiid o l  the Iourth 
iiioiitli after the h a 1  bill was geiierated will be traiisferred to an uncollectible account 
receivable status. For exaiiiple, aiiy wipaid portion of a h a 1  bill procluced in Augiist will 
be charged-off as uiicollectible at the eiid of December. 

Attached is the reqtiested iiiforiiiation. 

IITNESS: Errol I< Wagner 



October 2006 
November 2006 
December 2006 

January 2007 
February 2007 

March 2007 
April 2007 
May 2007 

June 2007 
July 2007 

August 2007 
September 2007 

Total 
Year 2007 

October 2007 
November 2007 
December 2007 

January 2008 
February 2008 

March 2008 
April 2008 
May 2008 

June 2008 
July 2008 

August 2008 
September 2008 

Total 
Year 2008 

October 2008 
November 2008 
December 2008 

January 2009 
February 2009 

March 2009 
April 2009 
May 2009 

June 2009 
July 2009 

August 2009 
September 2009 

Total 
Year 2009 

KPSC Case No. 2009-00459 
Commission 2nd Set Data Requests 

Order Dated February 12, 2010 
Item No. 63 
Page 2 of 2 

Kentucky Power Company 
Uncollectible Accounts 

12 Months Ended September 30, Years 2007 thru 2009 

Net 
Charge Offs 

$249,377.15 
$88,385.86 
$76,757.04 
$79,482.80 
$5731 6.54 
$33,607.23 

$5,700.1 7 
$74,543.38 

$1 02,668.60 
$253,610.06 
$194,333.12 
$180,097.25 

$1,396,079.20 

$86,816.54 
$71,390.28 
$38,381 .00 
$53,381.39 
$55,525.51 

($27,658.59) 
$18,426.76 
$31,350.67 

$1 23,036.80 
$330,918.17 
$1 83,584.32 
$103,196.50 

$1,068,349.35 

$83,877.88 
$50,621 “28 
$57,0 16.74 
$53,637.10 
$20,812.35 
$20,470.27 
$82,240.31 
$88,765.73 

$157,572.72 
$239,083.42 
$255,240.5 1 
$163,808.59 

$1,267,146.90 

- Accounts Receivable Aging 
30 60 90 

Day 

$3,995,846 
$3,582,577 
$3,964,157 
$5,004,059 
$5,651,986 
$6,058,380 
$5,744,958 
$4,327,266 
$3,594,738 
$3,916,373 
$4,568,682 
$4,087,643 

$4,342,996 
$3,707,123 
$3,663,995 
$4,876,202 
$6,067,328 
$6,048,583 
$5,621,512 
$4,730,584 
$3,470,927 
$4,213,409 
$5,454,055 
$4,911,449 

$4,157,409 
$4,526,324 
$4,601,513 
$7,207,256 
$8,181,358 
$7,250,651 
$6,031,177 
$5,235,368 
$4,989,054 
$4,582,631 
$5,698,515 
$5,482,491 

Day 

$1,126,159 
$1,080,740 

$850,271 
$869,738 

$1,270,960 
$648,439 
$835,989 
$879,847 
$825,331 
$678,902 
$670,701 
$634,364 

$534,879 
$642,653 
$51 8,650 
$452,115 
$51 7,357 
$667,928 
$675,848 
$728,922 
$676,200 
$558,412 
$545,986 
$586,735 

$557,607 
$503,053 
$387,733 
$358,908 
$688,442 
$875,778 
$999,584 
$850,830 
$790,748 
$664,012 
$713,673 
$71 1,034 

Day 

$455,465 
$475,078 
$431,456 
$362,808 
$345,349 
$283,796 
$298,491 
$328,752 
$387,230 
$380,6 12 
$338,045 
$308,845 

$236,532 
$21 2,590 
$21 0,982 
$171,252 
$151,508 
$1 83,178 
$208,007 
$240,252 
$270,427 
$274,976 
$239,278 
$21 3,104 

$1 14,628 
$1 36,231 

$97,186 
$109,612 
$1 542  1 8 
$21 7,715 
$323,315 
$371,840 
$382,276 
$368,373 
$332,391 
$283,594 

Total 

$5,577,470 
$5,138,395 
$5,245,884 
$6,236,605 
$7,268,295 
$6,990,615 
$6,879,438 
$5,535,865 
$4,807,279 
$4,975,887 
$5,577,428 
$5,030,852 

$5,114,407 
$4,562,366 
$4,393,627 
$5,499,569 
$6,736,193 
$6,899,689 
$6,505,367 
$5,699,758 
$4,417,554 
$5,046,797 
$6,239,319 
$5,711,288 

$4,829,644 
$5,165,608 
$5,086,432 
$7,675,776 
$9,024,018 
$8,344,144 
$7,354,076 
$6,458,038 
$6,162,078 
$5,615,016 
$6,744,579 
$6,477,119 





ICPSC Case No. 2009-00459 
Cornmissioii Staff's Second Set- of Data Requests 

Order Dated February 12,2010 
Item No. 64 
Page 1 of 1 

REQUEST 

Refer to page 15 of the Wagiier Testiiiioiiy 

Esplaiii whether tlie cliaiige to Kentucky Power's eiiviroiiiiieiital surcharge calculation rel'ereiiced 
tliereiii requires a cliaiige to its enviroimeiital surcharge tari€f. 

RESPONSE 

Nothing in the Eiiviroivneiital Surcharge Tariff iieecls to be cliaiiged as a result of tlie cliscussioii 
at page I 5 of iiiy testimony. 

WITNESS: Errol I< Wagner 
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Order Dated February 12,2010 
Item No. 65 
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Refer to page 26 of the Wagner Testimony. 

The last seiiteiice coiiceriiiiig tlie coal stock adjustment iiidicates tliat tlie adjustiiient was iiiade 
by reduciiig short- teriii debt because "[tllie coal iiiveiitory is 'usually' fiiiaiicecl with short-term 
debt. " 

a, In tlie context of this seiiteiice, explaiii what 'usually' iiieaiis. 

b. If coal iiiveiitory is iiot "always" fiaiiced by short-term debt, explaiii why it is appropriate to 
apply the adjustiiieiit entirely to short-term debt. 

c. Esplaiii how tlie fiiiaiiciiig for tlie coal iiiveiitory caii be traced to short-term debt. 

RESPONSE 

a. Iii tlie context of this seiiteiice tlie teriii "usually" iiieaiis "tlie general practice" is to use short 
teriii debt. 

In Case Nuiiibers 8429, 8734, 91-066 aiid 2005-0034 1 IQCo has coiisisteiitly reflected 
adjustiiieiits (increase or decrease) in the value of fuel iiiveiitory by iiialtiiig aii adjustiiieiit to the 
short term debt value at tlie eiid oftlie test year. In Case No. 8429 IUCo proposed an iiicrease in 
its short teriii debt of $10,939,466 to reflect an equal iiicrease iii the value offtiel iiiveiitory. 

The Commission at page eight of its Julie 18,1952 Order in tliat case states "the Commission has 
reduced Keiituclty Power's adjustiiieiit [to its short teriii debt] by $4,105,704 to reflect llie lower 
level of iiiveiitory aiid the weighted average price". 

The Septeiiiber 2009 coal iiiveiitory 01 62 days basically turned over approxiiiiately 6 times per 
year. In additioii the 32 day adjustment iii coal iiiveiitory we are discussiiig in this proceeding 
was a temporary rim up in coal iiiveiitory due to tlie temporary reduced deinaiid foi coal fired 
generation at the Big Sandy Plant. 



PWSC Case No. 2009-00459 

ated February 12,2010 
Item No. 65 
Page 2 o f 2  

Cominissioii Staff's Second §et of 

17. See tlie Company's respoiise to "a" above. The teiiiporary run L I ~  iii the coal iiiveiitory level 
o i  62 clays at Septeiiiber 30, 2009 is down to 45 days as of Jaiiuary 27,201 0, approximately 
4 moiiths arter the eiid of the test yea .  

c. Tlie iiiiids speiit 011 coal iiiveiitory can iiot he specifically traclted. The reason lor tlie 
requested rate treatiiieiit is stated in "a" above. 

W ~ ~ ~ ~ § ~ :  Errol I< Wagner 





IWSC Case No. 2009-00459 
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a t 4  February 12,2010 
Item No. 66 
Page 1 of 1 

REQUEST 

Refer to page 34 of the Wagiier Testiinoiiy and Sectioii V, Workpaper S-4, page 8. 

Explain why aii adjustiiieiit to include this below-tlie-line item in the coiiipaiiy's cost of service is 
appropriate. 

RESPONSE 

The interest iiicoiiie recorded in Accouiit 4190005 is a direct result of the interest earned as a 
result of the Coiiipaiiy being in a "cash long position" fi-oiii the Kentiicky operatioils I Tlierefofore, 
the ratepayers should receive the benefit o€ this interest income. 

The iiiterest expense recorded in Accouiit 43 00003 should iiot have beeii iiiclucled in this 
ac€justiiieiit due to the fact that the interest expeiise amount of $1,923,535 was also iiicluded in 
the $2,056,695 reflected 011 Sectioii V, Workpaper S-3, Page 2 o€ 3, Liiie Niunber 16. 

WITNESS: Errol IC Wagiier 





IDSC Case NO. 2009-00459 
Cornmission Staff's Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 67 
Page 1 o f 1  

REQUEST 

Refer to pages 35-36 oftlie Wagiier Testiiiioiiy aiid Exhibits EKW-14, 15, aiid 16. 

Explaiii why tlie capacity rates of t lme of' the five AEP East Companies, iiicludiiig ICentucky 
Power, change in lock-step with each other while tlie capacity rates €or the other two companies 
change iiidepeiideiitly of tlie rates of the former. 

The capacity rates of tlie tluee deficit coiiipaiiies, including I<eiitucky Power, change in lock-step 
because tlie deficit iiieiiibers pay a weiglited average cost of the supplying coiiipaiiy's capacity 
equalization rates. The two S U ~ ~ I U S  iiieiiibers receive payiiieiits based 011 their iiicliviclual 
capacity equalizatioii rate. 

Here is an example of' the calculations wing tlie iiiforiiiatioii on Exhibit El< W- 14. The deficit 
Companies (APCo, IQCo, CSP) pay tlie rate based ~q)on the weighted average cost of tlie 
S L K ~ ~ L I S  companies (I&M a id  OPCo). The swplus coiiipanies, I&M and OPCo, S L I ~ ~ ~ U S  capacity 
total 3,345,400 MW (Column 7, Exhibit EKW-14). OPCo is 86.695% (2,900,.300/3,345,400) o€ 
tlie S L I ~ ~ ~ L I S  aiicl I&M is 13.305% (445,100/3,345,400) ofthe SLII-~~LIS. Now take the OPCo rate in 
Coluiiin 9 (or $1 1.65) times tlie 86.695% aiid add that result to tlie I&M rate in coluiiiii 9 (or 
$14.06) tiiiies 13.305%, tlie result is $1 1.9706. This amount is the weiglitecl aveiage late the 
deficit coiiipaiiies pay aiid is reflected in coluiiin 9. That is why the deficit companies monthly 
1 ate is tlie same aiid the siirplus co1iipaiies' actual rate are different. 

NESS: Errol I<. Wagner 





IQSC Case No. 2009-00459 
Cominissioii Staff's Second §et of Data Requests 

Order Dated February 12,2010 
Btcin No. 68 
Page 1 of 1 

EQUEST 

Refer to page 36 of tlie Wagner Testimony and Section V, Workpaper 5-4, page 10. 

Coiiiiriii that tlie Miscellaneous Service Charge revenue adjirstiiient is not a iioimalization 
ndjustiiieiit h t  is based solely 011 increases proposed for Miscellaneous Service Cliarges 

RESPONSE 

That is correct. The adjusliiieiit on Section V, Workpaper S-4, Page 10 reflects only the iiicreased 
reveillies tlie Coiiipany would have received if tlie proposed riiiscellaiieous service c h i  ges rates 
w o ~ ~ l d  have been in effect for the entire twelve months eiicliiig September 2 009. 

WITNESS: Errol IC Wagner 





IDSC Case NO. 2009-00459 
Cornmission Stafrs Second Set of Data Requests 

Order Dated February 12,2010 
Item No. 69 
Page 1 of 34 

Refer to pages 37-38 oftlie Wagiier Testimony aiid Section V, Workpaper 5-4, page 14. 

a. For tlie test year aiid the two prior 12-iiioiitli periocls sliowii in tlie workpaper, provide a 
schedule which ideiitifies the level of expeiise incurred for routiiie plaiiiied maintenance, by 
activity, aiid tlie level incurred €or uiiplaimd iiiaiiiteiiaiice/re1:,)airs. ldeiiti€y by iiaiiie each 
planned iiiaiiiteiiaiice activity perforiiied in each of the tlwee periods. 

13. 

provide the timeframe, or cycle, on wliicli it is performed. 
For each plaiuied maintenmice activity routinely performed for tlie Big Saiicly Station, 

C. 
iiiaiiiteiiaiice based on a tlxee-year average. 

Explain why it is appropriate to calculate the proposed adjustmeiit €or Big Sandy plant 

RESPONSE 

a. Please see page 3 of 34 attaclied for the requested iiiforiiiatioii. 

13. Please see pages 4 tlirougli 34 attaclied for tlie requested iiiforiiiatioii. 

c. Tlie test year level of plaiit iiiaiiiteiiaiice expense was not a iioriiial level due to tlie fact that 
there were no scheduled outages on either unit. The question that needs to be addressed is What 
adjustiiieiit i s  required to the test year level of iiiaiiiteiiaiice expeiise to reflect a iioriiial level in 
the Company's cost-of-service? Reviewing tlie Coiiipaiiy's respoiise to KIUC 1 st Set Itcm No 
42 b, which loolts at both a ten year average constant dollar adjustment aiid a five year constant 
dollar aiiiouiit, the differeiice between the two aiiiomits are not material. Coiisidei iiig tlie [act that 
todays Big Saiidy Plaiit has substantial cliaiiges in the i'ncilities in-service today (e , an SCR, 
veisus ten years ago) supports selection of a shorter tiiiie period. Tlie size aiid the influence that 
Big Saiidy Unit No. 2 has on tlie expenditure levels of maintenance at the Plaiit, aiid coiisicleriiig 
Big Saiidy Unit No. 2 is on a thee year cycle for its scheduled outages (as described below) 
supports the Company's proposed tlu-ee-year periocl. Each Big Sandy Plaiit unit has a diflei eiit 
outage schedule. Unit 1 is a 260 MW typical drum unit wliicli caii run oii a 4 year outage cycle 
without sacrificiiig reliability. Unit 2 is an 800 series uiiit , comparable to Mitchell aiid Aiiios 
wi t s  (sisters units). It has been deteriiiiiied that TJiiit 2 sliould be on a 3 year iiiaiiiteiiaiice cycle. 
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Cycles are for General Boiler Inspection & Repair (GBIR) outages. This means oiice evevy three 
years 1-Jiiit 2 will be out of service for at least 4 weelcs to do iiispectioii and repairs. The outages 
in-between the 3 year GBIR outages are called "TOLIC~ up outages", aiid last 2 weelts. The touch 
up outages are to correct luiown problems, aiid for inspection to determine tlie scope of the next 
GBIR outages. GBIR outages look at everything, iiiteiidiiig to preveiit failures by finding small 
probleiiis before they develop into big problems. Siiiall projects are done during the touch up 
outages, but the work iiiust i t  within the 2 week outage schedule. Most major capital 
expeiiditures are done during the GRIR outages and tlie mgjor capital work teiids to set the 
outage length and the scope of the work performed. These major capital prqjects often involve a 
iiiaiiiteiiaiice portion. For example, when a turbine rotor is replaced 011 Unit 2 (capital work, we 
have spares because of the series units), the repair of the turbine rotor iiiust tlieii be repaired 
under iiiaiiiteiiaiice work. The longer the outage, the iiiore inspection aiid repair can be 
perforiiiec-2 on the unit, aiid more fkids are required. GBIR outages roughly requires twice the 
budget just for the preveiit maiiiteiiaiice performed or plaiiiied work oil our table in the 
Generation Operatioiis and Maiiiteiiaiice Routine Outage (GOMRO). The Generation Noli 
Routiiie Outages (GNRRO) projects have soiiie latitude as to when perforiiied, so to the level of 
these costs can vary soiiiewliat from year to year. 

Looltiiig at the 2007 - 2009 tiiiie €rmie, 2007 was a touch up outage (2 weelts or less) for both 
units. 2008 was a GBIR outage (4 weeks or more) for both units, and 2009 had 110 schedulecl 
outages on either unit. These were all consideratiom that were iiicluded in selecting the three 
year time period. 

WITNESS: Errol IC Wagiier 
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~ ~ ~ i ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ i ~ i ~ ~ r ~ ~ ~ i ~ ~  
BCO - Base Opcralions 8 Main GBCOO 538,595 357.458 899,975 618.236 723,233 770,436 486,646 486,449 425,325 429,245 530,157 265,550 

08M outago - Routine GOMRO 468,798 67,768 3,091 5,347 15,953 49,649 516,030 1,164.291 251,924 38,489 2.086 1.039 
PLANNED TOTAL 1,007,393 425,246 903,066 623,563 739,186 820,085 1,012,876 1,650,740 677,249 467,734 532,243 266,589 

Fiscal 2007 
6,541,505 
2,584,48! 

9,125,990 

General Expense AGENX 
EVNCB 

Forced Outage GFRCO 
NOMI GNOMI 

GNRRO 
Opportunity outage GOPPO 

GWSCB 
LFECS 

Nan Capilvl OTHNC 
EROCB 

Cap Elk - Outago OUTCB 
Projects Ollier Capital stanrfard MPOCS 

Cap Blkt - Enviionmcnlat NCVJ 

OBM Outage - Non Rouline 

Cup Blkt- Prod Plant Blnkt 
Landlitl 8 durn Raising Env Sld 

Systcrn Accrual Exp or Capital 

UNPLANNED TOTAL 

~~~~~~~~~~~~~~~~]~~~ 
Bco- Easa Opcrationsa Main GBCOO 303,258 332,475 330,781 319,952 421.507 276,271 276,285 338,668 314.202 387,165 411.843 188,462 

G8M Outage - Roubnc GOMRO 5,957 (2,560) 2,913 92.607 13,960 96.765 341.231 3,146,189 1,254,187 453,446 24,549 104,137 
PLANNED TOTAL 309,215 329,915 333,694 412,559 435,487 373,036 617,516 3,484,857 1.568.389 840,611 436,392 292,599 

72,771 
608 
127 

9,265 
182,572 
90,076 

368 
0 

6,552 
0 

Fiscal 2008 
3,900,869 
5,533,401 

9,434,270 

362,539 

[ I O c t - 0 8 I ) ~ ) ) D e c - 0 8 ~ ~ J a n - 0 8 ~ ~ ~ ~ ~ / ~ ~ ~ ~ ~ ~ ~  
BcO-Base Operal~onsB Main GBCOO 252,661 224,729 182.177 423.778 270,106 268,045 199,377 312.344 272.911 333.718 172.704 171,353 

oat4 Outage- Routine GOMRO 648,663 717,789 186,905 97,686 146,856 (30,190) 7,486 4,847 22,502 (6,005) (341) 5,645 
PLANNED TOTAL 901,344 942,518 389.082 521,464 416,962 237,855 206.863 316,991 295.413 327,713 172,363 176,996 

5,392 
2.318 

180 

33,406 
9,649 
1.352 

0 
8,907 

0 

(300) 

0 

61,104 

Fiscal 2009 
3,083,903 
1,801 ,66: 

4,885,566 

134,022 
940 

0 
(60,436) 

7,600 
22,081 

0 
0 

7.111 
0 

0 

111,318 

79,549 
0 

0 
50,056 
2,002 

20,907 
1,009 

0 

3,065 
0 

0 

156,588 

78,231 
0 
0 

1,284 
7,175 

72,750 
356 

0 
5,534 

0 

0 

165,330 

99,037 
0 

54,780 
67.413 

189,945 

0 
0 

7,962 
0 

34,141 

942 
454,220 

179,292 
0 

27 
13,715 

583,945 
32,077 

0 
0 

7,903 
0 

0 

816,959 

127,340 
0 

12.954 
12,867 

1,288,145 
8,525 
3,805 

0 
40,132 

297 

(942) 
1,493,143 

76,266 
0 

10,224 
78,663 

(159,280) 
25,554 
37,307 

0 
7,647 

0 
166 

0 

76,567 

98,386 
0 

1,315 
214,679 
107,409 
96,339 
25,271 
2,050 
9,424 

0 

0 

554,873 

93,763 
0 

27 
246,691 

1,138 
45,299 
19,419 

0 
8,368 

0 

0 

414,705 

t , l  15,833 
4,066 

79,634 
948,340 

2,254,679 
471,961 

88,887 
2,050 

117,376 
297 
186 

0 
5,083,309 

General Expense AGENX 
Forced Outage GFRCO 

NOMI GNOMI 
GNRRO 

Oppaminityoutage GOPPO 
GWSCB 
LFECS 

Nan Capital OTHNC 
New Generalion MPNCS 

Cop Stnd - Software OSWCS - 

OBM Outage - Non Routine 

up Blkt - Prod Pianl Btnkl 
m 8 Dam Raising Env Sld 

UNPLANNED TOTAL 

98,104 
148,746 
327,176 

17,151 
91,932 

(46.744) 
0 

4,372 
0 

96 
638,633 

86,161 
(36,745) 
242,678 

(1,101) 
83,558 

0 
2,224 
5,051 

0 
0 

381,846 

75,025 
41,547 

428,868 
3,000 

36,430 
0 

13,900 
5,141 

0 

79,613 
12,110 

245,865 
32.014 
24,307 

0 
0 

3,186 
0 
n 

603,911 397,095 

122,071 
197.186 
419.296 
78,271 

116.617 
(7,34 1) 

0 
6,739 

0 
0 

932,839 

100,948 
19,284 

378.847 
488,363 
20.114 

0 
0 

14,286 
0 
n 

1,021,840 

107,150 
(6.418) 

307.618 
382,307 

3.921 
0 
0 

3,472 
51 
0 

798.101 

164,387 
107,831 
301,698 

1,870,201 
83,941 
4,550 

0 
10,004 

0 
0 

2,542,612 

232.187 66,906 
(106,046) (55.743) 
536,611 540,260 
703,222 63.995 
118,133 190,344 

(5.117) 0 
0 0 

11,397 3,041 
0 0 
0 0 

1,490,387 830,603 

128,559 
113.086 
566,055 
36,803 

239.013 
0 

0 
7,752 

0 
0 

1,093,268 

1,386,972 
509,055 

4,642,223 
4,040,300 

957,130 
(56,652, 
16,124 
82,881 

51 
96 

11,578,180 

Genorvl Exponse AGENX 
Forced Oulagc GFRCO 

NOMl GNOMI 
GNRRO 

Opportunity Outage GOPPO 
LFECS 

Non-Capital OTHNC 

Oaid Outagc - Non Routine 

Landliti 8 Darn Raising En" Std 

System Accrual Exp or Cvpitat SYSCB - 
UNPLANNEDTOTAL 

103,390 
23 

269,932 
949.112 

5.191 
0 

4,962 
0 

1,332,610 

126.672 147.207 
366 102 

184,862 211,166 
744,792 957,701 
32,608 219,213 

0 0 
8,446 3,991 

0 57,004 
1,077,768 1,596,364 

116,985 95.142 
0 16,609 

426,143 510,393 
(74 637) 1,999 
23,010 163,696 
6,105 D 
9,260 3,886 

(4,042) 11.178 
504,624 804,901 

66,145 79.083 
0 (1,069) 

338,263 182,649 
113,036 226.786 
(60 798) 5,683 

0 0 
158 3.317 

21,186 28,604 
477,992 525,053 

77,824 
253 

297,835 
(948) 

287,007 
0 

2,240 
(862) 

663,349 

68,956 
20,529 

276,377 
9,406 

48,180 
0 

6.926 
33,236 

463,610 

107.329 
5.563 

339,009 
(1,710) 
91,944 

0 
6.600 

(88,142) 
460,593 

87,299 
24 1 

367,980 
5,554 

37,640 
0 

5,354 
8.673 

512,741 

79,538 

287.866 

8.371 
31,458 

607,009 

1,157,570 
44,481 

3,672,495 
2,932.029 
1,052,350 

63,513 
98,291 

6, I 05 

9,026,834 
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WOT 
Account Unit 
Nbr Cond 

Reqd 

WOT 
systc WOT System Code Descnption 
rn Cd 

Models in Authorized Status With Auto Trigger Ind 211 8/2010 

WDT Pm 

Typc Coda 
WOTWONLr WDTWRTilshTi,lc t:: WOTypc Job Frcqucncy 
Task 

000 ALL SYSTEMS 
general system 
General System 
general systems 
General systems 
General Systems 
** GENERAL SYSTEMS ** 

GFNFRAI SYSTEMS 

5100000 0095112301 OUTAGE MEETINGS - UNlT2. 0 MO PM IYR 
5100000 0095112301 OUTAGE MEETINGS -UNIT 2. 0 MO PM IYR 
5100000 00951 12301 OUTAGE MEETINGS - UNIT 2. 0 MO PM IYR 
5100000 0095112301 OUTAGE MEETINGS - UNIT2 0 MO PM IYR 
5100000 00951 12301 OUTAGE MEETINGS - UNIT 2. 0 MO PM IYR 
5100000 00951 12301 OUTAGE MEETINGS - UNIT 2. 0 MO PM IYR 
5100000 00951 12301 OUTAGE MEETINGS - UNIT 2. 0 MO PM IYR 
5100000 1 00951 12301 OUTAGE MEETINGS -UNIT 2. 0 MO PM 1YR 

000 
110 

$10 
115 

115 
165 
165 
235 
235 
250 

25C 
260 

PRIMARY AIR 5120000 4135369901 U2 # I  PA FAN - CLEAN OIL TANK SUCTION SCREEN 2 MO PM ANN 
PRIMARY AIR 5120000 4135411901 U2 # 2  PA FAN -CLEAN OIL TANK SUCTION SCREEN 2 MO PM ANN 

FORCED DRAFT 5120000 4135365301 U2 t t l  FD FAN - CLEAN OIL TANK SUCTION SCREEN 2 MO PM ANN 
FORCED DRAFT 5120000 4135368101 U2 112 FD FAN -CLEAN OIL TANK SUCTION SCREEN 2 MO PM ANN 

SCR SELECTIVE CAT. REDUCTION 5120000 4095479501 MONTHLY AMMONIA MONITORING 2 MO PM MON 

FUEL OIL SUPPLYSTORAGE 5120000 4073293101 U2 ICE - INSPECT HEAT TRACE FUEL OIL PIPING 2 MO PM IYR 

PULVERIZER (COAL) 5120000 0094700601 f c l l  RAW COAL PIPE (FEEDER TO PULVERIZER) - INSPECT & REPAIR. 1 MO PM IYR 
PULVERIZER (COAL) 5120000 0094701201 # I 5  RAW COAL PIPE (FEEDER TO PULVERIZER) -INSPECT & REPAIR. 1 MO PM IYR 

BURNER/IGNITORS 5120000 4053588101 PM INSP BURNER #25 1 MO PM IYR 
MAIN BURNER/IGNlTORS 5120000 4053588401 PM INSP BURNER 825 1 MO PM IYR 

260 
310 BOILER, GENERAL 5120000 4072711201 INSPECT BW FLASH TANK STEAM HTR 8A VA UMO 803 U2 2 MO PM TEN 

BOILER, GENERAL 5120000 4098249305 NAlS / PENTHOUSE SEALS & CASING - IlR 2 MO GM 50Y 
BOILER. GENERAL 5120000 4098249306 PLANT SUPPORT / PENTHOUSE SEALS & CASING - I/R 2 MO GM 50Y 
BOILER, GENERAL 5120000 4100272008 UDC INSPECT 3YR WATERWALLS - DESLAG. INSPECT 1 MO IS 50Y 
BOILER, GENERAL 5120000 4100272009 WATERWALLS -DESLAG. INSPECT, REPAIR 8 PADWELD 1 MO IS 50Y 
BOILER. GENERAL 5120000 4072711201 INSPECT BW FLASH TANK STEAM HTR 8A VA UMO 803 U2 2 MO PM TEN 
BOILER, GENERAL 5120000 4098249305 NAlS /PENTHOUSE SEALS & CASING - IIR 2 MO GM 50Y 
BOILER, GENERAL 5120000 4098249306 PLANT SUPPORT/ PENTHOUSE SEALS & CASING - I/R 2 MO GM 50Y 
BOILER, GENERAL 5120000 4100272008 UDC INSPECT 3YR WATERWALLS - DESLAG, INSPECT 1 MO IS 50Y 
BOILER, GENERAL 5120000 4100272009 WATERWALLS - DESLAG, INSPECT, REPAIR & PADWELD 1 MO IS 50Y 

310 
370 REHEAT SPRHTR & LINES 5120000 4098288808 UDC INSPECT 3 YR -2ND RH BOILER TUBES. INSPECT AND REPAIR 2 MO IS 50Y 
370 
440 CIRCULATING WATER 5130000 4090635201 U-2 SULFURIC ACID TANK -THICKNESS CHECK 2 MO PM 2YR 

CIRCULATING WATER 5730000 4090637901 U1-SULFURIC ACID TANK - THICKNESS CHECKS 1 MO PM 2YR 
440 
740 COMBUSTION CONTROLS 5120000 0094233001 PERFORM MECHANICAL ADJUSTMENTS AND CALIBRATE BURNER TIP 1 MO PM IYR 
740 

130 AIRHEATERS. MAIN 5120000 E 4057659901 PRIMARY AIR BYPASS DAMPER DRIVE -SOUTH 2 MO PM 5YR 

130 
150 PRECIPITATOR 5120000 4057318001 U2 ICE IYR SIR INSPECTIONICLEAN 2 MO PM IYR 
150 
175 EMISSIONS MONITORING 5120000 4061784801 U2 ICE IYR ELEC BOILER SO3 INSPECTION 2 MO PM IYR 

EMISSIONS MONITORING 5120000 4062602101 U2 ICE IYR SULPHUR SYSTEM AIR HEATER CURRENT READINGS 2 MO PM IYR 
175 
180 lNSTRUMENT/CONTROL AIR 5140000 4057663401 U2 ICE4YR NO 1 AIR COMPR VALVES CRV811,812,813 & PRVOl2 2 MO PM 4YR 

INSTRUMENTKONTROL AIR 5140000 4057699701 ICE -CONTROL AIR DRYER VALVE PRV-1004 UNIT 1 BYPASS VALVE 1 MO PM ANN 
INSTRUMENT/CONTROL AIR 5140000 4057703601 ICE-PLANT AIR COMPRESSOR $11 WEST-PERFORM LOOP CALIBRATION I MO PM 3YR 
lNSTRUMENT/CONTROL AIR 5140000 4057830701 ICE - PLANT AIR COMPRESSOR NO 3 -CALIBRATE SWITCHES 2 MO PM 2YR 
INSTRUMENT/CONTROL AIR 5140000 4057832801 ICE - PLANT AIR COMPRESSOR NO 2 - CALIBRATE SWITCHES 2 MO PM 2YR 
INSTRUMENT/CONTROL AIR 5140000 4057833301 ICE-PLANT AIR COMPRESSOR 81 EAST -PERFORM LOOP CALIBRATION 1 MO PM 3YR 
INSTRUMENT/CONTROL AIR 5140000 4057835301 ICE - UNIT 2 PLANT AIR COMPRESSOR NO 2 - STROKE CRV-821,82 2 MO PM 4YR 
INSTRUMENT/CONTROL AIR 5140000 4057836901 ICE - PLANT AIR COMPRESSOR 81 WEST-PERFORM CALIBRATION 1 MO PM 4YR 
INSTRUMENT/CONTROL AIR 5140000 4057838201 ICE -PLANT AIR COMPRESSOR t l  EAST-PERFORM CALIBRATION 1 MO PM 4YR 

180 
210 COAL UNLOADING 5120000 4073637501 ICE 3M0 STA 11 CABLE REEL RAIL CAR UNLOADER INSP 0 MO PM 3M0 

COAL UNLOADING & RAILS 5120000 4073637501 ICE 3M0 STA 11 CABLE REEL RAIL CAR UNLOADER INSP 0 MO PM 3M0 
210 
220 COAL CONVEYING & STORAGE 5120000 0093359301 MOTOR, COAL CONVEYOR 1115 - PERFORM INSPECTION CHECK SHEET 0 MO PM IYR 

COAL CONVEYING & STORAGE 5120000 0093359501 U2 ICE CONVEYOR 815 UPPER MOTOR INSPECTION 0 MO PM IYR 
COAL CONVEYING & STORAGE 5120000 0093363501 UY ICE IYR MOTOR 13ACONVEYOR FEEDER INSPECTION 0 MO PM IYR 
COAL CONVEYING & STORAGE 5120000 0093363701 UY ICE MOTOR i f l3B CONVEYOR FEEDER INSPECTION 0 MO PM IYR 
COAL CONVEYING &STORAGE 5120000 0093363901 U1 ICE MOTOR INSPECTION -COAL FEEDER STA 11 0 MO PM IYR 
COAl CONVEYING & STORAGE 5170000 0093360101 UY ICE MOTOR 13A CRUSHER INSPECTION 0 MO PM 1YR 

- 

ount All: 32 

5120000 4057663501 PRIMARY AIR BYPASS DAMPER DRIVE - NORTH 2 MO PM- 5YR- -~ - .~ ~ 

AIRHEATERS. MAIN 

~- 
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WOT 

Typm 

W T  
Account Unit W T W O N b r  WOTwRTas,~Ti,,r? ET WOTypc Job 
Nbr Cond Task 

WOT 
systc WOT system Code Dcscriplion 
m Cd Reqd 

Models in Authorized Status With Auto Trigger Itid 211 8/2010 

Pm 
Frequency 
Codc 

00933GG501 IUY ICE MOTOR 138 CRUSHER INSPECTION 10 l M 0  IPM l l Y R  
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WOT 
Account Unit 
Nbr Cond 

Rcqd 

WOT 
SYSIC WOTSyslem Code Dcscnplion 
m Cd 

Models in Authorized Status With Auto Trigger ltid z / i  a/zoi  o 

WOT Pm 

Type Code 
2; WoType Job Fmqutrney WOTWONbr WOTWRTasl~Tille 

Taslr 

SOOTBLOWERS 5120000 
SOOTBLOWERS 5120000 
SOOTBLOWERS 5120000 
SOOTBLOWERS 5120000 

380 
415 CONDENSATE 5120000 
415 
440 CIRCULATING WATER 5130000 

CIRCULATING WATER 5130000 
440 
450 SERVICE AND FIRE WATER 5120000 
ACl l  

4062595301 U1 SOOTELOWER WEST SEAL AIR BLOWER MTR COUPLING 1 MO PM 1YR 
4062595301 U1 SOOTBLOWER WEST SEAL AIR BLOWER MTR COUPLING 1 MO PM ANN 
4062605301 SEAL AIR BLOWER SOOTELOWER SYSTEM WEST UNIT 2 2 MO PM IYR 
4062607001 SEAL AIR BLOWER SOOTBLOWER SYSTEM EAST UNIT2 2 MO PM IYR 

4065936701 U2 ICE CONDENSATE FILTER INLET / DRAIN VALVES -STROKE 2 MO PM 3YR 

4057574601 NO. 2 RIVER WATER MAKE UP PUMP (REBUILD) 0 MO PM 5YR 
4057578201 NO 3 RIVER WATER MAKE UP PUMP REBUILD 0 MO PM 5YR 

0093432601 U2 ICE MOTOR INSPECTION # I  COOLING WATER PUMP 2 MO PM IYR 
-"" I I 1  I I I I I 
630 ISWITCHGEAR 15130000 I 14120257401 IU1 ICE 4YR CH2-1 GOOV SWGR BREAKER INSP 11 l M 0  (PM (4YR 
fim I I I I  I I I I I --" 
815 

, I 
ASH HANDLING, FLY ASH 5120000 4057313201 ICE - CALIERATE RECIRC POND PRESSURE TRANSMITTER &SWITCHES 2 MO PM 4YR 
ASH HANDLING, FLY ASH 5120000 4057698801 INSPECT FLYASH LINES TO IHORSEFORD HOLLOW 2 MO PM 5YR 
ASH HANDLING, FLY ASH 5120000 4079075401 U2 FLUIDIZING AIR BLOWER 2 MO PM 3M0 

815 
835 

835 

000 

000 
020 

020 
030 

030 
035 

035 

SUMP PUMPS 5110000 4074489801 ICE PERFORM DEAD HEAD TEST ON WASTE WATER SUMP PUMPS 2 MO PM 2YR 
SUMPS PUMPS 5110000 4074489801 ICE PERFORM DEAD HEAD TEST ON WASTE WATER SUMP PUMPS 2 MO PM 2YR 

E ount All: 103 
ALL SYSTEMS 5120000 N 0093609201 CY - LUE CRUSHER - COAL#I I -A,  ERGS.& CPLS. 0 MO PM IYR 

5120000 0093609301 CY - LUE CRUSHER -COAL 1143, ERGS.& CPLS. 0 MO PM IYR ALL SYSTEMS 
general system 5120000 0093609201 CY - LUB CRUSHER -COAL #?I-A, ERGS.& CPLS. 0 MO PM IYR 
general system 5120000 0093609301 CY - LUB CRUSHER -COAL 11-E, ERGS.& CPLS. 0 MO PM IYR 
General System 5120000 0093609201 CY - LUB CRUSHER -COAL SI I-A, ERGS.& CPLS. 0 MO PM IYR 
General System 5120000 0093609301 CY - LUB CRUSHER - COAL 11-6. ERGS.& CPLS. 0 MO PM IYR 
general systems 5120000 0093609201 CY - LUE CRUSHER -COAL #I I-A, ERGS.& CPLS. 0 MO PM 1YR 
general systems 5120000 0093609301 CY - LUE CRUSHER -COAL 11-E, ERGS.& CPLS. 0 MO PM 1YR 
General systems 5120000 0093609201 CY - LUE CRUSHER -COAL #I l -A,  ERGS.& CPLS. 0 MO PM ___ IYR 
General systems 5120000 0093609301 CY - LUB CRUSHER -COAL 11-6, BAGS.& CPLS. 0 MO PM IYR 
General Systems 5120000 0093609201 CY ~ LUE CRUSHER -COAL Kl l -A,  ERGS.& CPLS. 0 MO PM 1YR 
General Systems 5120000 0093609301 CY - LUE CRUSHER -COAL 11-6. ERGS.& CPLS. 0 MO PM IYR 
** GENERAL SYSTEMS '* 5120000 0093609201 CY. LUB CRUSHER -COAL I t I l -A,  ERGS.& CPLS. 0 MO PM IYR 
** GENERAL SYSTEMS ** 5120000 0093609301 CY ~ LUB CRUSHER - COAL 11-6. ERGS.& CPLS. 0 MO PM IYR 

GENERAL SYSTEMS 5120000 0093609201 CY ~ LUE CRUSHER -COAL It'll-A, ERGS.& CPLS. 0 MO PM IYR 
GENERAL SYSTEMS 5120000 0093609301 CY ~ LUB CRUSHER -COAL 11-E, ERGS.& CPLS. 0 MO PM IYR 

EQUIPMENT. SHOP/GENERAL 5140000 0093561801 INSPECT ABRASIVE CUTOFF SAW. 0 MO PM 4WK 
EQUIPMENT- SHOPIGENERAL 5140000 0093580007 INSPECTION CRANES - SOUTH MACHINE SHOP BRIDGE (P&H) 0 MO PM 3M0 
EQUIPMENT - SHOP/GENERAL 5140000 0093580101 INSPECTION CRANES -NORTH MACHINE SHOP BRIDGE (P&H) 0 MO PM 3M0 
EQUIPMENT - SHOP/GENERAL 5140000 0093615401 INSPECTION CRANE - CONDENSER PIT HOIST U1 - 3 TON 0 MO PM IYR 
EQUIPMENT - SHOP/GENERAL 5140000 0093616001 INSPECTION CRANE - MACHINE SHOP, 10 TON 0 MO PM IYR 
EQUIPMENT ~ SHOPIGENERAL 5140000 0093617701 INSPECTION CRANE - WELDING BOOTH BRIDGE, 1-1/2 TON 0 MO PM 1YR 
EQUIPMENT-SHOP/GENERAL 5140000 0093561801 INSPECT ABRASIVE CUTOFF SAW. 0 MO PM 4WK 
EQUIPMENT-SHOPIGENERAL 5140000 0093580001 INSPECTION CRANES -SOUTH MACHINE SHOP BRIDGE (P&H) 0 MO PM 3M0 
EQUIPMENT-SHOP/GENERAL 5140000 0093580101 INSPECTION CRANES - NORTH MACHINE SHOP BRIDGE (P&H) 0 MO PM 3M0 
EQUIPMENT-SHOPIGENERAL 5140000 0093615401 INSPECTION CRANE - CONDENSER PIT HOIST U1 - 3 TON 0 MO PM IYR 

0 MO PM IYR EQUIPMENT-SHOP/GENERAL 5140000 0093616001 INSPECTION CRANE - MACHINE SHOP, 10 TON 
0 MO PM IYR EQUIPMENT-SHOPIGENERAL 5140000 0093617701 INSPECTION CRANE - WELDING BOOTH BRIDGE, 1-112 TON 

0 MO PM 4WK TOOLS, GENERAL 5140000 0093352601 SHOP GRINDERS - INSP Ul.UZ,WELD SHOP & COAL YARD 
TOOLS, GENERAL 5140000 0093353001 PORTABLE LIGHT PLANT - PERFORM INSPECTION. 0 MO PM 3M0 

0 MO PM MON TOOLS, GENERAL 5140000 0093400801 INSPECTION -STEAM JENNY 
TOOLS, GENERAL 5140000 0093403901 RESCUE CART - CHECK SUPPLIES ON CART. 0 MO PM MON 
TOOLS, GENERAL 5140000 0093460301 REPLACEMENT OF PARTS -TOOL ROOM (DAY CREW) 0 MO PM IYR 
TOOLS, GENERAL 5140000 0093553201 UNO -CONTACT BODE FINN FOR ROUTINE INSPECTION. 0 MO PM 4M0 
TOOLS, GENERAL 5140000 0093571801 LUBRICATION PUMP - PORTABLE GORMAN-RUPP -FOUR CYL. GAS. 0 MO PM 3M0 
TOOLS, GENERAL 5140000 0093585601 SEMI-ANNUAL LABORATORY FUME HOOD TESTS 0 MO PM 6MO 
TOOLS, GENERAL 5140000 0093592501 INSPECTION WELDERS - SHIFT " A  0 MO PM 50Y 
TOOLS, GENERAL 5140000 0093592601 INSPECTION WELDERS - SHlFT"6" 0 MO PM 50Y 
TOOLS, GENERAL 5140000 0093592701 INSPECTION WELDERS - SHlFT"C 0 MO PM 50Y 
TOOLS, GENERAL 5140000 0093592801 INSPECTION WELDERS - SHlFT"D 0 MO PM 50Y 
TOOLS, GENERAL 5140000 0093611201 TOOL ROOM 0 MO PM IYR 
TOOLS, GENERAL 5140000 0093618101 INSPECTION WELDERS -ELECTRIC 6 & 8 PACK WELDERS 0 MO PM 50Y 

TEST EQUIPMENT 5140000 4084152501 UO ICE IYR -CALIBRATE RIVER WATER TEMP RECORDER 0 MO PM ANN 
TEST EQUIPMENT 5140000 4084247201 ICE IYR HOT STICK SAFETY INSPECTION 0 MO PM ANN 
TEST EQUIPMENT 5140000 4084248801 UO ICE IYR -CALIBRATE SEWAGE PLANT FLOW MONITORS 0 ~ MO-- PM ANN 
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040 MOBILE EQUIPMENT 5120000 0093376901 VEHICLE INSPECTION - 1995 GMC SWEEPER TRUCK, 
MOBILE EQUIPMENT 5120000 0093377001 VEHICLE INSPECTION - 1992 CHEVROLET 1/2T 4x4, 
MOBILE EQUIPMENT 5120000 0093580301 INSPECTION LOCOMOTIVE #IO2 
MOBILE EQUIPMENT 5120000 OD93580401 UY ICE 3M0 LOCOMOTIVE #IO3 INSPECTION 
MOBILE EQUIPMENT 5120000 0093G10801 CATERPILLAR LOADER # I  968F (SERIAL #2ZR00751) - CONTACT 
MOBILE EQUIPMENT 5120000 0093610901 # l  DEN DOZER (SERIAL #5TJ007G9) - CONTACT WHAYNE 
MOBILE EQUIPMENT 5120000 0093G11001 lf2 DEN DOZER (SERIAL lt5TJ7.366) ~ CONTACT WHAYNE 
MOBILE EQUIPMENT 5120000 4073565710 FLAT BED DIESEL CHANGE OIL AN0 FILTER 
MOBILE EQUIPMENT 5140000 0093378901 VEHICLE INSPECTION - 1997 INTERNATIONAL L P 5000, 
MOBILE EQUIPMENT 5140000 0093558701 SUPER SUCKER TRUCK - INSPECTION AND LUBRICATION. 

0 MO PM 3M0 
0 MO PM GMO 
0 MO PM 3M0 
0 MO PM 3M0 
0 MO PM 1YR 
0 MO PM 1YR 
0 MO PM IYR 
0 MO PM M3 
0 MO PM 6M0 
0 MO PM GMO 

ndn I 



KPSC Case No 2009-00459 
KPSC 2nd Set of Dala Requesls 
Order Dated February 12, 2010 

Item No 69 b 
Page 8 of 34 

WOT 

y:T Account Unit WOT WO Nbr WOTw Task Tit,c 
Nbr Cond Task 

WOT 
systt WOT Syslcrn Code Dcscnption 
rn Cd Reqd 

Models in Authorized Status With Auto Trigger Ind 2/18/2010 

WOT Prn 

Type Code 
WOTypc Job Frequency 

CRANES/HOISTS 5130000 0093617601 INSPECTION CRANE -TURBINE ROOM BRIDGE. 20 TON 0 
CRANESlHOlSTS 5130000 0093617901 INSPECTION CRANE -TURBINE ROOM BRIDGE, 40 TON 0 
CRANES/HOISTS 5140000 4077575501 TEREX 55-TON MOBILE CRANE INSPECTION 0 

MO PM IYR 
MO PM IYR 
MO PM GMO 

OS0 
090 FIRE PROTECTION 5110000 0093575501 PERFORM HYDROSTATIC TESTING ON FIRE HOSE 0 MO PM MON 

FIRE PROTECTION 5140000 0093367601 MOTOR, FIRE PUMP 81 U1 - PERFORM INSPECTION CHECK SHEET 0 MO PM IYR 
FIRE PROTECTION 5140000 0093367701 UO ICE IYR MOTOR, FIRE PUMPff2 U1 INSPECTION 0 MO PM IYR 
FIRE PROTECTION 5140000 0093376801 VEHICLE INSPECTION - 1996 INTERNATIONAL FIRE TRUCK, 1 MO PM GMO 
FIRE PROTECTION 5140000 0093407401 QUARTERLY FIRE SYSTEM FLUSH 1 MO PM 3M0 
FIRE PROTECTION 5140000 0093407501 POST INDICATOR VALVE DUARTERLY SPRING TEST 1 MO PM 3M0 
FIRE PROTECTION 5140000 0093407601 MONTHLY FIRE SYSTEM LOCK CHECK U1 1 MO PM MON 
FIRE PROTECTION 5140000 0093407701 MONTHLY FIRE SYSTEM LOCK CHECK ON U2 1 MO PM MON 
FIRE PROTECTION 5140000 0093407901 MONTHLY FIRE EXTINGUISHER AND HOSE INSPECTION Ufll 0 MO PM MON 
FIRE PROTECTION 5140000 0093408001 MONTHLY FIRE EXTINGUISHER AND HOSE INSPECTION U#2 0 MO PM MON 
FIRE PROTECTION 5140000 0093409301 FIRE EXTINGUISHERS AND HOSES - 0 MO PM MON 
FIRE PROTECTION 5140000 0093409401 FIRE EXTINGUISIHERS AND HOSES - 0 MO PM MON 

FIRE PROTECTION 5140000 0093409601 FIRE EXTINGUISHERS AND HOSES - 0 MO PM MON 
FIRE PROTECTION 5140000 0093409701 FIRE EXTINGUISHERS AND HOSES ~ 0 MO PM MON 
FIRE PROTECTION 5140000 0093433701 MOTOR, DIESEL DRIVEN FIRE PUMP U2 -PERFORM INSPECTION CHECK 2 MO PM IYR 
FIRE PROTECTION 5140000 0093435001 U2 ICE IYR MOTOR, HIGH DEMAND FIRE PUMP INSPECTION 2 MO PM IYR 
FIRE PROTECTION 5140000 0093435701 U2 ICE IYR MOTOR, LOW DEMAND FIRE PUMP 0 MO PM IYR 
FIRE PROTECTION 5140000 0093450901 MOTOR, DIESEL DRIVEN FIRE PUMP U1 -PERFORM INSPECTION CHECK 0 MO PM IYR 
FIRE PROTECTION 5140000 0093575201 INSPECTION -FIRE TRUCK 1 MO PM 2WK 
FIRE PROTECTION 5140000 4128445001 HIGH DEMAND FIRE PUMP U2 -CLEAN STRAINERS 2 MO PM QTR 
FIRE PROTECTION 5140000 4128445301 LOW DEMAND FIRE PUMP U2 - CLEAN STRAINERS 2 MO PM QTR 

0 MO PM QTR FIRE PROTECTION 5140000 4128445501 DIESEL DRIVEN FIRE PUMP U2 - CLEAN STRAINERS 
FIRE PROTECTION 5140000 4128445701 EAST FIRE PUMP U1 -CLEAN STRAINERS 1 MO PM QTR 
FIRE PROTECTION 5140000 4128446001 MIDDLE FIRE PUMP #2 U1 -CLEAN STRAINERS 1 MO PM QTR 

1 MO PM QTR FIRE PROTECTION 5140000 4128446401 DIESEL DRIVEN FIRE PUMP U1 -CLEAN STRAINERS 
090 
110 PRIMARY AIR 5120000 0093595301 OIL SAMPLE, U1 PA FAN MOTOR BEARINGS, C-TEAM 1 MO PM 3M0 

PRIMARY AIR 5120000 0093595401 FILTER U1 PA FAN BEARINGS AND THEN SAMPLE BEARINGS 1 MO PM MON 
PRIMARY AIR 5120000 0093596401 FILTER U2 PA FAN BEARINGS, OIL SAMPLE BOTH FAN AND MOTOR 2 MO PM 3M0 

110 
115 FORCED DRAFT 5120000 0093596701 OIL SAMPLE, U2 FD FAN MOTOR BEARINGS AND FAN BEARINGS 2 MO PM 3M0 

FORCED DRAFT 5120000 0093596801 OIL SAMPLE, U1 FD FAN BEARINGS, U1 AIR COMPRESSOR 1 MO PM 3M0 
FORCED DRAFT 5120000 0093615601 INSPECTION CRANE - FAN ROOM HOIST, IOTON 1 MO PM IYR 

115 
130 ,AIRHEATERS, MAIN 5120000 0093595501 OIL SAMPLE, U1 AIR HEATER GEARBOXES, U1 AIR HEATER TOP 1 MO PM DAY 

AIRHEATERS. MAIN 5120000 0093596001 OIL SAMPLE, U2 AIR HEATER GEARBOXES AND EAST AND WEST 2 MO PM 3M0 
AIRHEATERS. MAIN 5120000 4057645501 WEST AIR PREHEATER LUBE OIL SYSTEM WEST FILTER 1 MO PM ANN 
AIRHEATERS, MAIN 5120000 4057646601 EAST AIR PREHEATER LUBE OIL SYSTEM EAST FILTER 1 MO PM ANN 
AIRHEATERS, MAIN 5120000 4057663601 AIR PREHEATER BYPASS DAMPER DRIVE - NORTH LUBRICATION 2 MO PM 5YR 
AIRHEATERS, MAIN 5120000 4057664001 AIR PREHEATER BYPASS DAMPER DRIVE -SOUTH LUBRICATION 2 MO PM 5YR 
AIRHEATERS, MAIN 5120000 4057665701 ICE- AIR HEATER PRIMARY AIR BYPASS DAMPERS UNIT 2 2 MO PM 4YR 
AIRHEATERS, MAIN 5120000 4057678201 ICE U12YR AIR HEATER LEAKAGE TEST 1 MO PM ZYR 
AIRHEATERS, MAIN 5120000 4057879101 ICE -PERFORM AIR HEATER LEAKAGE TEST U2 2 MO PM 2YR 

FIRE PROTECTION 5140000 ________ 0093409501 FIRE EXTINGUISHERS AND HOSES - o MO PM ~MON ~- 

130 
150 PRECIPITATOR 5120000 0093801801 U1 ICE 2WK PRECIP RAPPER INSPECTION 1 MO PM 2WK 

PRECIPITATOR 5120000 0094379301 U2 ICE 2WK PRECIP RAPPER INSPECTION 2 MO PM 2WK 
150 
165 SCR SELECTIVE CAT REDUCTION 5120000 4071811501 U2 ICE IYR AMMONIA SENSOR CALIBRATION 2 MO PM ANN 

SCR SELECTIVE CAT REDUCTION 5120000 4092432801 SCR ECONOMIZER it1 -PERFORM ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4092520701 SCR ECONOMIZER ff2 - PERFORM ANNUAL INSPECTION 0 MO PM ANN 

_ _ _ ~ ~ .  ~- 0 MO--PM ANN 5120000 ~ 4 0 ~ 1 0 1  # I  LIQUID UREA TRANSFER PP - ANNUAL INSPECTION SCR SELECTIVE CAT REDUCTION 
SCR SELECTIVE CAT REDUCTION 5120000 4092523401 @ LlQmUREATRANSFER PP - PERFORM ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4092525601 RECYCLE TRANSFER PP ti1 -PERFORM ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4092526001 #2 RECYCLE TRANSFER PP - PERFORM ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4092529001 # I  UREA SOLUTION FEED PP - PERFORM ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4092677501 #2 UREA SOLUTION FEED PUMP - PERFORM ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4092880801 UREA CONVEYOR - PERFORM ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4092861401 # I  UREA MIX TANK - ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4092994301 #2 UREA MIXTANK - ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4092999801 f f l  AOD HYDROLYZER -ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4093003601 112 AOD HYDROLYZER -ANNUAL INSPECTION 0 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4093004401 # I  SCR LAY UP FAN -ANNUAL INSPECTION 2 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4093005201 #2 SCR LAY-UP FAN -ANNUAL INSPECTION 2 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5140000 4092189901 SCR AIR COMPRESSOR - PERFORM CHANGEOUT OF COOLANT 0 MO PM 2YR 
SCR SELECTIVE CAT REDUCTION 5140000 4092201701 SCR AIR COMPRESSOR - 6  MONTH INSPECTION 0 MO PM GMO 

- _ _ _ _ _ ~ .  

___ 

165 
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175 EMISSIONS MONITORING 5120000 0093592201 CHANGE AMMONIA SYSTEM AIR BLOWER OIL WITH AEON PD GARDNER-DE 2 MO PM 
EMISSIONS MONITORING 5120000 0093592301 U2 ICE IYR CALIBRATE AMMONIA LEAK DETECTOR 2 MO PM 
EMISSIONS MONITORING 5120000 0093634101 ANNUAL CEMS RATA ASSIST WITH TEST RECOROTIME SPENT IN 0 MO PM 
EMISSIONS MONITORING 5120000 0094693301 INSPECT UNIT 2 SO3 SYSTEM PIPING 2 MO PM 
EMISSIONS MONITORING 5120000 0094695001 INSPECT UNIT 2 SO3 SYSTEM TANK PAD VALVES 2 MO -PM 
EMISSIONS MONITORING 5120000 0094696401 2 MO PM 
EMISSIONS MONITORING 5120000 0094699001 CLEAN AN0 INSPECT UNIT 2 SO3 LANCES AND PIPING 2 MO PM 
EMISSIONS MONITORING 5120000 4146330301 CHANGE SO2 BLOWER INLET FILTER 1 MO PM 

__ ~- 

IYR 
IYR 
IYR 
IYR 
IYR 
2YR 
OUT 
2MO 

175 
180 INSTRUMENT/CONTROL AIR 5140000 0093450701 U-2 AIR DRYER, (UNIVERSAL BLOWER RAI) LUBRICATION 2 MO PM SEM 

INSTRUMENT/CONTROL AIR 5140000 0093610201 LUBRICATION - ft3 PLANT AIR COMPRESSOR 2 MO PM IYR 

INSTRUMENT/CONTROL AIR 5140000 0093610401 LUBRICATION - # I  PLANT AIR COMPRESSOR 2 MO PM IYR 
I MO PM 6M0 lNSTRUMENT/CONTROL AIR 5140000 0094226701 U1 ICEGMO CONTROL AIR DRYER INSPECTION 

lNSTRUMENT/CONTROL AIR 5140000 0094375301 U2 ICE GMO CONTROL AIR DRYER INSPECTION/FILTERS 2 MO PM 6MO 
INSTRUMENT/CONTROL AIR 5140000 4057654601 ICE -CONDUCT NO 1 COMPRESSOR PERFORMANCE TEST 2 MO PM IYR 
INSTRUMENT/CONTROL AIR 5140000 4057703301 U1 AIR DRYER BLOWER LUBRICATION 1 MO PM IYR 
INSTRUMENT/CONTROL AIR 5140000 4057837101 2 2 MO PM IYR 
INSTRUMENT/CONTROL AIR 5140000 4074745101 WEST AIR COMPRESSOR MOTOR 1 MO PM 9MO 
INSTRUMENT/CONTROL AIR 5140000 4074750701 U1 EAST AIR COMPRESSOR MOTOR 1 MO PM 9MO 

__ ______-- 

__ ---- ~ 
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PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 
PULVERIZER (COAL) 5120000 

4062866001 ICE -#21 PULV - CALIBRATE SEAL ALARMS-3YR 2 MO PM 3YR 
4082866002 ICE -#22 PULV -CALIBRATE SEAL ALARMSJYR 2 MO PM 3YR 
4062866003 ICE - K23 PULV - CALIBRATE SEAL ALARMS-3YR 2 MO PM 3YR 
4062866004 ICE - U24 PULV - CALIBRATE SEAL ALARMS-3YR 2 MO PM 3YR 

2 MO PM 3YR 4062866005 
4062866006 ICE - if26 PULV - CALIBRATE SEAL ALARMS-3YR 2 MO PM 3YR 
4063915901 U2 PULV - INSPECT EAST SEAL AIR BLOWER COUPLING 2 MO PM 1YR 
4063916901 U2 PULV - INSPECT WEST SEAL AIR BLOWER COUPLING 2 MO PM 1YR 

1 MO PM 1YR 4073044601 
1 MO PM IYR 4073045101 

4073045701 INSPECT COUPLING ON # I 2  PULVERIZER U1 1 MD PM IYR 
4073046501 COUPLING INSPECTIN ON f i l l  PULVERIZER U1 1 MO PM 1YR 

ICE - #25 PULV - CALIBRATE SEAL ALARMS-3YR 

COUPLING INSPECTION ON # I 4  PULVERIZER U1 
COUPLING INSPECTION ON {#I3 PULVERIZER U1 

260 
310 

?in , , r  1 1  I I 

360 MAIN STEAM SPHHTR &I. NE )5120000 1 10093G02801 ]INSPECTION PIPE IIAI~GERS. IlSLLATlON &LAGGING ALDIT 12 lido lprrl l 6 1 ~ 0  I- MAIN STEAM SPRIITR B L NE (5120000 1 11072;138501 IINSPECT SH BYPASS LIMITORQLE OPFRATOK - NO7 Ii Ininn I P M  I T F N  

2 MO PM 1YR BOILER, GENERAL 5120000 0093435601 U2 MOTOR, HYDROSTATIC TEST PP INSPECTION 
BOILER, GENERAL 5120000 4061287201 U2 ICE 6MO PENTHOUSE SEAL AIR DIFFERENTIAL-CALIBRATE 2 MO PM 6M0 
BOILER, GENERAL 5120000 4072630501 INSPECT MAIN STEAM ATrEMPERATOR BYPASS VA FMO-101 U2 2 MO PM 1OY 
BOILER, GENERAL 5120000 4072713101 INSPECT BS FLASH TANK STEAM HEATER 8B VA UMO 804 U2 2 MO PM TEN 

2 MO PM TEN BOILER, GENERAL 5120000 4072783601 INSPECT BW FLASH TANK DRAIN TO HEATER 8A VALVE UM0805 U2 

2 MO PM TEN BOILER, GENERAL INSPECT BW FLASH TANK DRAIN TO IHEATER 8B VALVE UMO 606 U2 
2 MO PM 3YR BOILER, GENERAL 5120000 4072786701 INSPECT HYDROSTATIC TEST PUMP U2 

2 MO PM TEN BOILER, GENERAL 5120000 4072788501 INSPECT HPTE DRAIN VALVE DMO-151 U2 

2 MO PM 1YR BOILER, GENERAL 5120000 4072830401 INSPECT PENTHOUSE SEAL AIR FAN MOTOR COUPLING - WEST 

2 MO PM IYR BOILER, GENERAL 5120000 4072830701 INSPECT PENTHOUSE SEAL AIR BLOWER COUPLING - EAST U2 

1 MO PM IYR BOILER, GENERAL 5120000 4074163101 ICE - U1 ATTEMPERATOR CONTROL VALVES - RV51 AND RV52 
BOILER, GENERAL 5120000 1 0093435601 U2 MOTOR, HYDROSTATIC TEST PP INSPECTION 2 MO PM IYR 
BOILER, GENERAL 5120000 4061287201 U2 ICE GMO PENTHOUSE SEAL AIR DIFFERENTIAL-CALIBRATE 2 MO PM GMO 

2 MO PM 1OY BOILER, GENERAL 5120000 4072630501 INSPECT MAIN STEAM ATTEMPERATOR BYPASS VA FMO-101 U2 

2 MO PM TEN BOILER, GENERAL 5120000 4072713101 INSPECT BS FLASH TANK STEAM HEATER 8B VA UMO 804 U2 
BOILER, GENERAL 5120000 4072783601 INSPECT BW FLASH TANK DRAIN TO HEATER 8A VALVE UM0805 U2 2 MO PM TEN 
BOILER, GENERAL 5120000 4072785201 INSPECT BW FLASH TANK DRAIN TO HEATER 8B VALVE UMO 806 U2 2 MO PM TEN 

2 MD PM 3YR BOILER, GENERAL 5120000 4072786701 INSPECT IHYDROSTATIC TEST PUMP U2 

2 MO PM TEN BOILER, GENERAL 5120000 4072788501 INSPECT HPTE DRAIN VALVE DMO-151 U2 

2 MO PM IYR BOILER, GENERAL 5120000 4072830401 INSPECT PENTHOUSE SEAL AIR FAN MOTOR COUPLING -WEST 
BOILER, GENERAL 5120000 4072830701 INSPECT PENTHOUSE SEAL AIR BLOWER COUPLING -EAST U2 2 MO PM 1YR 

1 MO PM 1YR BOILER, GENERAL 5120000 4074163101 ICE - U1 ATrEMPERATOR CONTROL VALVES - RV51 AND RV52 

5120000 4072785201 

360 
380 

- .  
1 MO PM TEN 
2 MO PM TEN 
2 MO PM 6MO 
1 MO PM TEN 
1 MO PM TEN 
2 MO PM TEN 

2 MO PM 1YR 

MAIN STEAM SPRHTR & LINE 4072739001 
MAIN STEAM SPRHTR & LINE 4073679601 
MAIN STEAM SPRHTR & LINES 5120000 0093602801 INSPECTION PIPE HANGERS, INSULATION & LAGGING AUDIT 
MAIN STEAM SPRHTR B LINES 5120000 4072738501 INSPECT SH BYPASS LIMITORQUE OPERATOR - M07 
MAIN STEAM SPRHTR &LINES 4072739001 
MAIN STEAM SPRHTR &LINES 5120000 4073679601 INSPECT UMO-1 SH BYPASS BLOCKVALVE (10YR INSP) 

SOO~B~OWERS 5120000 0093438101 MOTOR, SEAL AIR BLOWER SOOT BLOWER SYSTEM EAST - PERFORM 

5120000 
5120000 

INSPECT SH "A" BYPASS VALVE AND OPERATOR U 1 -  M06 
INSPECT UMO-1 SH BYPASS BLOCK VALVE (IO YR INSP) 

5120000 INSPECT SH "A" BYPASS VALVE AND OPERATOR U1 - M06 
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SOOTBLOWERS 5120000 0093438201 MOTOR, SEAL AIR BLOWER SOOT BLOWER SYSTEM WEST - PERFORM 2 MO PM 1YR 

SOOTBLOWERS 5120000 0093620301 ICE UZ 3M0 IK SOOTBLOWERS INSPECTION 2 MO PM 3M0 

5120000 4062127301 U1 MECH MONTHLY IK SOOTBLOWER INSPECTION 1 MO PM MON 
SOOTBLOWERS 
p-p4062*01 SOOTBLOWERS U1 MECH MONTHLY IR 8 AIR HEATER SOOTBLOWER INSPECTION 1 MO PM MON 

SOOTBLOWERS 5120000 4062132401 U2 MECH MONTHLY IK SOOTBLOWERS INSPECTION 2 MO PM MON 

SOOTBLOWERS 5120000 4062134901 U2 MECH MONTHLY IR &AIR HEATER SOOTBLOWER INSPECTION 2 MO PM MON 

SOOTBLOWERS 5120000 4062599101 CHECK U1 IK SOOTBLOWER PRESSURE 1 MO PM IYR 

SOOTBLOWERS 5120000 4062602301 ) 1 MO PM 1YR 
SOOTBLOWERS 5120000 4062602701 ICE-U1 6M0 ACOUSTIC HORN INLINE FILTER INSP 1 MO PM 6M0 

SOOTBLOWERS 5120000 4062609801 U2 CHECK IR SOOTBLOWER STEAM PRESSURE 2 MO PM IYR 

SOOTBLOWERS 5120000 4062876601 U2 ICE 6M0 AIR HEATER SOOTBLOWER CHECK INSTRUMENTATlONlCYLlN 2 MO PM 6M0 

5120000 0093599601 AUXILIARY BOILER INSPECTION 2 MO PM 6M0 

AUXILIARY BOILER 5120000 4093047601 ICE 3YR - AUX BOILER FD FAN DRIVE - INSPECTION 2 MO PM 3YR 

p---ICEBYR-AmBOILER AUXILIARY BOILER FUEL OIL VALVES BRV-452 & BRV-401 2 MO PM 3YR 

- 

- --- - 

380 
390 AUXILIARY BOILER 

__ 
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Reqd 
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TURBINE LUBE OIL 5130000 
TURBINE LUBE OIL 5130000 

540 
570 GENERATOR 5130000 

GENERATOR 5130000 
GENERATOR 5130000 
GENERATOR 5130000 
GENERATOR 5130000 
GENERATOR 5130000 

570 
590 GENERATOR, STATOR WATER 5130000 

GENERATOR, STATOR WATER 5130000 
GENERATOR, STATOR WATER 5130000 
GENERATOR, STATOR WATER 5130000 

590 
630 SWITCHGEAR 5130000 

SWITCHGEAR 5130000 
SWITCHGEAR 5130000 

fiqn 

0093587101 SEMI-ANNUAL TURBINE OIUEHC SAMPLES TO DOLAN LAB 1 MO PM 6MO 
4073249401 U2 CHANGE OIL -TURNING GEAR OIL PUMP 75 HP MOTOR 2 MO PM 2YR 

0093370301 MOTOR, HYDROGEN COOLING PUMP If1 NORTH U1 - PERFORM INSPECT10 1 MO PM 1YR 
0093370401 MOTOR, HYDROGEN COOLING PUMP It2 SOUTH U1 -PERFORM 1 MO PM IYR 
0093435401 U2 ICE, H2 COOLING PUMP MOTOR # I  U2 - PERF INSPECTION 2 MO PM 1YR 
0093435501 U2 ICE H2 COOLING PUMP MOTOR.ft2 U2 ~ PERF INSPECTION 2 MO PM IYR 
4073409601 U2 112 HYDROGEN COOLING WATER PUMP COUPLING INSPECTION 2 MO PM ANH 

2 MO PM ANH 4073411101 

0093434801 MOTOR, GENERATOR STATOR COOLING PUMP $11 U2 - PERFORM 2 MO PM IYR 
0093434901 MOTOR, GENERATOR STATOR COOLING PUMP 82 U2 - PERFORM 2 MO PM IYR 
4073408401 U2 b2 STATOR COOLING PUMP -CHANGE OIL 2 MO PM IYR 
4073409001 U2 It1 STATOR COOLING PUMP - CHANGE OIL 2 MO PM 1YR 

4093052201 ICE UY 4YR 4KV BREAKERS COAL YARD 2 MO PM 4YR 
4093053601 ICE G YR - 4KV BREAKER REBUILD COAL YARD 2 MO PM 6YR 
4093055501 ICE 3 YR - STA 12 6OOV FEED BREAKERS 2 MO PM 3YR 

U2 # I  HYDROGEN COOLING WATER PUMP COUPLING INSPECTION 

_"" 

665 
I , , 

D.C. ELECTRIC SYSTEM 5130000 0093564701 U1 ICE 3M0 PLANT BATTERY INSPECTION 1 MO PM 3M0 
D.C. ELECTRlC SYSTEM 5130000 0093564801 U2 ICE 3MO PLANT BATTERY INSPECTION 2 MO PM 3M0 
D.C. ELECTRIC SYSTEM 5130000 4058674601 ICE U1 6MO BATTERY CHARGER INSPECTION 1 MO PM 6MO 
D.C. ELECTRIC SYSTEM 5130000 ________ 4058674901 ICE U2 6MO BATTERY CHARGER INSPECTION 2 MO PM 6MO 
D.C.ELECTRIC SYSTEM 5130000 0093564701 U1 ICE 3M0 PLANT BATTERY INSPECTION 1 MO PM 3M0 
D.C.ELECTRIC SYSTEM 5130000 0093564801 U2 ICE 3M0 PLANT BATTERY INSPECTION 2 MO PM 3M0 
D.C.ELECTRIC SYSTEM 5130000 4058674601 ICE U1 6MO BATTERY CHARGER INSPECTION 1 MO PM 6M0 
D.C.ELECTRIC SYSTEM 5130000 4058674901 ICE U2 GMO BATTERY CHARGER INSPECTION 2 MO PM GMO 

665 
680 

fim 

VOICE COMMUNICATIONS 5140000 0093908501 U1 ICE 3M0 PUBLIC ADDRESS (PA) INSPECTION 1 MO PM 3M0 
1 MO PM MON VOICE COMMUNICATIONS 5140000 0093908501 U1 ICE 3M0 PUBLIC ADDRESS (PA) INSPECTION 

VOICE COMMUNICATIONS 5140000 0093997101 U2 ICE 3M0 PUBLIC ADDRESS (PA) INSPECTION 2 MO PM 3MO 
--- I I 
700 **CONTROLS AND COMPUTERS *' 5120000 6094232501 U1 ICE IYR MAIN STEAM TEMP RECORDERCALIBRATE 1 MO PM 1YR 

'* CONTROLS AND COMPUTERS ** 5120000 0094232501 U1 ICE IYR MAIN STEAM TEMP RECORDER/CALIBRATE 1 MO PM WKL 
'* CONTROLS AND COMPUTERS ** 5130000 0093448401 U1 ICE I W K  ELECT INSP 1 MO PM WKL 
** CONTROLS AND COMPUTERS '' 5130000 0093448501 U2 ICE I W K  ELECT INSP 2 MO PM WKL 
*' CONTROLS AND COMPUTERS ** 5130000 0093775201 U1 ICE 3M0 C1 SAFETY CONTROLS INSPECTION 0 MO PM 3M0 
** CONTROLS AND COMPUTERS ** 5130000 0094378001 ICE 6WK C13N&S SAFETY CONTROLS INSPECTION 0 MO PM GWK 
'*CONTROLS AND COMPUTERS * *  5130000 0094378501 ICE C11 3M0 SAFETY CONTROLS INSPECTION 0 MO PM 3M0 

0 MO PM 3M0 '* CONTROLS AND COMPUTERS ** 5130000 0094378601 ICE C12 3M0 SAFETY CONTROLS INSPECTION 
0 MO PM 3M0 ** CONTROLS AND COMPUTERS *' 5130000 0094378701 ICE C15ULL SAFETY CONTROLS INSPECTION 
0 MO PM 3M0 ** CONTROLS AND COMPUTERS ** 5130000 0094378801 ICE C16 3M0 SAFETY CONTROLS INSPECTION 
0 MO PM 3M0 ** CONTROLS AND COMPUTERS ** 5130000 0094378901 ICE C17 3M0 SAFETY CONTROLS INSPECTION 
0 MO PM 3M0 ** CONTROLS AND COMPUTERS *' 5130000 0094379001 ICE C14 3M0 SAFETY CONTROLS INSPECTION 
0 MO PM 3M0 **CONTROLS AND COMPUTERS ** 5130000 0094379101 U1 ICE 3M0 C3 SAFETY CONTROLS INSPECTION 
0 MO PM 3M0 '*CONTROLS AND COMPUTERS ** 5130000 0094379201 ICE CIO 3M0 SAFETY CONTROLS INSPECTION 

** CONTROLS AND COMPUTERS ** 5130000 4071374501 ICE U1 WEEKLY ROUTINE 1 MO PM ANN 
0 MO PM 1YR ** CONTROLS AND COMPUTERS " 5130000 4072862301 ICE IYR COALYARD SLC -CLEAN CABlNETlBATTERY 

** CONTROLS AND COMPUTERS ** 5130000 4073130101 U2 ICE BCO EXHAUST HOOD THERMOCOUPLES 2 MO PM 1YR 
*' CONTROLS AND COMPUTERS *' 5130000 4073839401 U1 ICE CALIBRATE SERVICE WATER INSTRUMENTS I MO PM 3YR 
'*CONTROLS AND COMPUTERS ** 5130000 4073846701 U2 ICE CALIBRATE SERVICE WATER INSTRUMENTS 2 MO PM 4YR 

2 MO PM ANN ** CONTROLS AND COMPUTERS It 5130000 4139821601 ICE U2 WEEKLY ROUTINE 
CONTROLS AND COMPUTERS 5120000 0094232501 U1 ICE 1YR MAIN STEAM TEMP RECORDER/CALIBRATE 1 MO PM IYR 

1 MO PM WKL CONTROLS AND COMPUTERS 5120000 0094232501 U1 ICE IYR MAIN STEAM TEMP RECORDER/CALIBRATE 
CONTROLS AND COMPUTERS 5130000 6093448401 U1 ICE 1WK ELECT INSP 1 MO PM WKL 
CONTROLS AND COMPUTERS 5130000 0093448501 U2 ICE I W K  ELECT INSP 2 MO PM WKL 

0 MO PM 3M0 CONTROLS AND COMPUTERS 5130000 0093775201 U1 ICE 3M0 C1 SAFETY CONTROLS INSPECTION 
0 MO PM 6WK CONTROLS AND COMPUTERS 5130000 0094378001 ICE 6WK C13N&S SAFETY CONTROLS INSPECTION 
0 MO PM 3M0 CONTROLS AND COMPUTERS 5130000 0094378501 ICE C11 3M0 SAFETY CONTROLS INSPECTION 

CONTROLS AND COMPUTERS 5130000 0094378601 ICE C12 3M0 SAFETY CONTROLS INSPECTION 0 MO PM 3M0 
CONTROLS AND COMPUTERS 5130000 0094378701 ICE C15U8L SAFETY CONTROLS INSPECTION 0 MO PM 3M0 

5130000 0094378801 ICE C16 3M0 SAFETY CONTROLS INSPECTION 0 MO PM 3M0 CONTROLS AND COMPUTERS 
CONTROLS AND COMPUTERS 5130000 0094378901 ICE C17 3M0 SAFETY CONTROLS INSPECTION 0 MO PM 3MD 
CONTROLS AND COMPUTERS 5130000 0094379001 ICE C14 3M0 SAFETY CONTROLS INSPECTION 0 MO PM 3M0 
CONTROLS AND COMPUTERS 5130000 0094379101 U1 ICE 3MO C3 SAFETY CONTROLS INSPECTION 0 MO PM 3M0 
CONTROLS AND COMPUTERS 5130000 0094379201 ICE CIO 3M0 SAFETY CONTROLS INSPECTION 0 MO PM 3M0 

5130000 4071374501 ICE U1 WEEKLY ROUTINE 1 MO PM ANN CONTROLS AND COMPUTERS 
CONTROLS AND COMPUTERS 5130000 4072862301 ICE IYR COALYARD SLC -CLEAN CABINET/BATTERY 0 MO PM 1YR 
CONTROLS AND COMPUTERS 5130000 4073130101 U2 ICE BCO EXHAUST HOOD THERMOCOUPLES 2 MO PM IYR 
I CONTROLS AND COMPUTERS 5130000 4073639401 U1 ICE CALIBRATE SERVICE WATER INSTRUMENTS ~~ 1 ~ MO ~~ PM 3YR 

2 MO PM 4YR CONTROLSAND COMPU~ERS 5130000 4073646701 U2 ICE CALIBRATE SERVICE WATER INSTRUMENTS 
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Account 
Nbr 

W T  
sYstc W T  Systcm Code Orscnplion 
m Cd 

Models in Authorized Status With Auto Trigger ind 2/18/20 10 

WOT Prn 

Type Code 

WOT 

Unit WOT W Nbr WOT wn Tas,l T,l,e 
Cond Task 
Reqd 

r:: WOTypc Job Frequency 

815 
830 WASTE POND 5120000 4084450001 RED WATER PUMP - CLEAN-OUT SUMP 0 MO Plvl SMN 

WASTE POND/DRY STORAGE 5120000 4084450001 RED WATER PUMP - CLEAN-OUT SUMP 0 MO PM SMN 
830 
835 SUMP PUMPS 5110000 0093439701 MOTOR, WASTE WATER SUMP PUMP #I U2 - PERFORM INSPECTION CHEC 2 MO PM IYR 

SUMP PUMPS 51 10000 _ _ _ _ _ _ _ _ _ ~ - _ _ _ _ _  0093439801 MOTOR, WASTE WATER SUMP PUMP #2 U2 - PERFORM INSPECTION 2 MO PM IYR 
SUMP PUMPS 5110000 0093439901 MOTOR, WASTE WATER SUMP PUMP lf3 U2 - PERFORM INSPECTION 2 MO PM IYR 

5120000 4073924301 # I  EAST CY RUNOFF PUMP -PERFORM DEAD HEAD TEST 0 MO PM IYR SUMP PUMPS 
SUMP PUMPS 5120000 4073956001 ICE IYR ff2 WEST CY RUNOFF PUMP DEAD HEAD TEST 0 MO PM IYR 
SUMP PUMPS 5120000 4073956501 ICE IYR # I  WESTCY RUNOFF PUMP DEAD HEAD TEST 0 MO PM IYR 
SUMP PUMPS 5120000 4073956901 ICE IYR ff2 EAST CY RUNOFF PUMP DEAD HEAD TEST 0 MO PM 1YR 
SUMP PUMPS 5120000 4073957201 ICE IYR # I  EAST CY RUNOFF PUMP DEAD HEAD TEST 0 MO PM 1YR 
SUMP PUMPS 5120000 4073958101 ICE IMO WEST COAL PILE RUNOFF INST CHECKS 0 MO PM MON 
SUMP PUMPS 5120000 4073987801 ICE IMO EAST COAL PILE RUNOFF SUMP - INST CHECKS 0 MO PM MON 
SUMPS PUMPS 5110000 0093439701 MOTOR, WASTE WATER SUMP PUMP # I  U2 - PERFORM INSPECTION CHEC 2 MO PM IYR 
SUMPS PUMPS 51 10000 0093439801 MOTOR, WASTE WATER SUMP PUMP if2 U2 - PERFORM INSPECTION 2 MO PM IYR 
SUMPS PUMPS 51 10000 0093439901 MOTOR, WASTE WATER SUMP PUMPW3 U2 - PERFORM INSPECTION 2 MO PM IYR 
SUMPS PUMPS 5120000 4073924301 if1 EAST CY RUNOFF PUMP - PERFORM DEAD HEAD TEST 0 MO PM IYR 
SUMPS PUMPS _ _ _ _ _ _ _ _ ~ ~ - _ _ _ _  5120000 4073956001 ICE IYR ff2 WEST CY RUNOFF PUMP DEAD HEAD TEST 0 MO PM IYR 
SUMPS PUMPS 5120000 4073956501 ICE IYR it1 WEST CY RUNOFF PUMP DEAD HEAD TEST 0 MO PM IYR 
SUMPS PUMPS 5120000 4073956901 ICE IYR #2 EAST CY RUNOFF PUMP DEAD HEAD TEST 0 MO PM IYR 

0 MO PM IYR SUMPS PUMPS 5120000 4073957201 ICE IYR 161 EAST CY RUNOFF PUMP DEAD HEAD TEST 
- - s U M p s P U N I P S  - ~ - ~ ~ %206%0 4073958101 I C E 1 0  WEST C O A L K E  RTNOwlNST CHECKS 0 MO PM MON 

SUMPS PUMPS 5120000 4073987801 ICE IMO EAST COAL PILE RUNOFF SUMP - INST CHECKS 0 MO PM MON 
835 
920 ELEVATOR 5120000 0093579901 LUBRICATION MANLIFT - STACK, SKY CLIMBER (ALIMAK) 2 MO PM 3M0 

ELEVATOR / MANLIFT 5120000 0093579901 LUBRICATION MANLIFT - STACK, SKY CLIMBER (ALIMAK) 2 MO PM 3M0 
ELEVATORlMAN LIFT 5120000 0093579901 LUBRICATION MANLIFT - STACK, SKY CLIMBER (ALIMAK) 2 MO PM 3M0 

________--~-  

920 
'930 

930 
980 

980 
990 

HVAC 5110000 0093586301 U1 ICE 3M0 HVAC INSP 1 MO PM 3M0 
HVAC 51 10000 0093598301 U1 ICE 1 YR 17 TON UNIT INSPECTION HVAC 0 MO PM ANN 
HVAC 5110000 0093598401 U1 ICE 1 YR 45TON UNIT INSPECTION HVAC 0 MO PM IYR 
HVAC 51 10000 4102335001 ICE IYR HEAT TRACE INSPECTION 1 MO PM IYR 
HVAC 5120000 0093637901 HAVE COAL YARD SEPTIC TANKS (3) PUMPED 0 MO PM 2YR 
HVAC 5120000 4086203101 1 MO -VISUAL CHECK OF STA 11 ENGART DUST COLLECTOR 0 MO PM MON 

0 MO PM 2MO HVAC 5120000 4086245001 2 MO - GREASE STA 11 ENGART DUST COLLECTOR 
0 MO PM DAY HVAC 5120000 4086246001 DAILY - ENGART DUCT EXTRACTOR INSPECTION 

0 MO PM 3M0 LIGHTING 51 10000 0093565201 ICE 3M0 DC BATTERY INSP - EMERGENCY STACK 
LIGHTING 5110000 4081923401 UO ICE I W K  STACK LIGHTING INSPECTION 0 MO PM WKL 

MISCELLANEOUS 5120000 0093383601 STORES SAFETY MEETING 0 MO PM MON 
MISCELLANEOUS 5120000 0093545201 TO COVER EMPLOYEES SAFETY MEETING FOR THE MONTH 0 MO PM MON 
MISCELLANEOUS 5120000 0093545401 TO COVER EMPLOYEES SAFETY MEETING FOR THE MONTH 0 MO PM MON 
MISCELLANEOUS 5120000 0093545501 TO COVER EMPLOYEES SAFETY MEETING FOR THE MONTH 0 MO PM MON 
MISCELLANEOUS 5120000 0093545601 TO COVER EMPLOYEES SAFETY MEETING FOR THE MONTH 0 MO PM MON 
MISCELLANEOUS 5120000 0093545701 TO COVER EMPLOYEES SAFETY MEETING FOR THE MONTH 0 MO PM MON 
MISCELLANEOUS 5120000 0093545801 TO COVER EMPLOYEES SAFETY MEETING FOR THE MONTH 0 MO PM MON 
MISCELLANEOUS 5120000 0093586601 REQUALIFYING WELDERS WELDING CERTIFICATION LOG 0 MO PM WKL 
MISCELLANEOUS 5120000 0094376601 PERFORM CALIBRATION FOR SO2 VAPORIZER HEATERS, UNIT 2 0 MO PM IYR 
MISCELLANEOUS 5120000 4097811201 UNIT2 STEAM LEADS INFRARED ROUTE 0 MO PM GMO 
MISCELLANEOUS 5140000 0093401501 LOW VOLTAGE AND HIGH VOLTAGE ELECTRICAL GLOVE REPLACEMENT 0 MO PM 2MO 
MISCELLANEOUS 5140000 0093401601 HIGH VOLTAGE ELECTRICAL GLOVE REPLACEMENT 0 MO PM GMO 
MISCELLANEOUS 5140000 0093403101 LOW & HIGH VOLTAGE ELECTRICAL GLOVE REPLACEMENT 0 MO PM 6MO 
MISCELLANEOUS 5140000 0093403201 LOW VOLTAGE AND HIGH VOLTAGE ELECTRICAL GLOVE REPLACEMENT 0 MO PM 2MO 
MISCELLANEOUS 5140000 0093403301 LOW VOLTAGE AND HIGH VOLTAGE ELECTRICAL GLOVE REPLACEMENT 0 MO PM 2MO 
MISCELLANEOUS 5140000 0093403501 LOW VOLTAGE ELECTRICAL GLOVES - REPLACEMENT 0 MO PM 2MO 
MISCELLANEOUS 5140000 0093403601 LOW VOLTAGE ELECTRICAL GLOVES - REPLACEMENT 0 MO PM 2MO 
MISCELLANEOUS 5140000 0093403701 INSULATING ELECTRICAL SLEEVES -TESTING 0 MO PM IYR 
MISCELLANEOUS 5140000 0093403801 INSULATING ELECTRICAL BLANKETS -TESTING 0 MO PM IYR 
MISCELLANEOUS 5140000 0093404001 LOW VOLTAGE ELECTRICAL GLOVES -REPLACEMENT 0 MO PM 2MO 
MISCELLANEOUS 5140000 0093405401 LOW VOLTAGE ELECTRICAL GLOVES - REPLACEMENT 0 MO PM 2MO 
MISCELLANEOUS 5140000 0093405501 LOW VOLTAGE ELECTRICAL GLOVES -REPLACEMENT 0 MO PM 2MO 

0 MO PM 2MO MISCELLANEOUS 5140000 0093405601 LOW VOLTAGE ELECTRICAL GLOVES - REPLACEMENT 
0 MO PM 2MO MISCELLANEOUS 5140000 0093405701 LOW VOLTAGE ELECTRICAL GLOVES -REPLACEMENT 

MISCELLANEOUS 5140000 0093405801 LOW VOLTAGE ELECTRICAL GLOVES - REPLACEMENT 0 MO PM 2MO 
MISCELLANEOUS 5140000 0093405901 LOW VOLTAGE ELECTRICAL GLOVES -REPLACEMENT 0 MO PM 2M0 
MISCELLANEOUS 5140000 0093406001 LOW VOLTAGE ELECTRICAL GLOVES - REPLACEMENT 0 MO PM 2MO 

0 MO PM MON MISCELLANEOUS 5140000 0093578301 TRAINING - FIRE BRIGADE 
0 MO PM MON MISCELLANEOUS 5140000 0093578401 TRAINING - FIRE BRIGADE 
0 MO PM MON MISCELLANEOUS 5140000 0093578501 TRAINING - FIRE BRIGADE 

__------_l___l- 
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105 

105 

ount All: 775 
2 MO PM WKL 
2 MO PM WKL 

N 
BOILER DUCTS 5120000 00 0094373301 ICE F02 FD FAN INLET VANE DAMPER DRIVE INSP 
BOILER DUCTS 5120000 0094374401 ICE F02 PA FAN lNLET/OUTLET DAMPER DRIVE INSPECTION 
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WOT 
Account Unit 
Nbr Cand 

Rcqd 

WOT 
syrte WOT Syflcrn Code Dcscnption 
m Cd 

Models  in Authorized Status With Auto Trigger Ind 2/18/20 10 

WOT Pm 

Type Code 
rn:: WOTypc Jab Frequency WOTWO Nbr WOTW(I T;ls,r Til,c 

Tosk 

110 PRIMARYAIR 5120000 0095309701 It1 PRIMARY AIR FAN -LUBRICATION 2 MO PM DAY 
PRIMARY AIR 5120000 0095309801 #2 PRIMARY AIR FAN -LUBRICATION 2 MO PM DAY 

110 
115 FORCED DRAFT 5120000 0094901201 LUBRICATION. FORCED DRAFT FAN, EAST I MO PM DAY 

FORCED DRAFT 5120000 0094901301 LUBRICATION -FORCED DRAFT FAN, WEST 1 MO PM DAY 
115 

150 PRECIPITATOR 5120000 0094900501 ICE FOI MAIN PRECIP/HOPPER INSPECTION 1 MO PM DAY 
PRECIPITATOR 5120000 0095309101 ICE FO2 PRECIP/HOPPER INSPECTION 2 MO PM 3M0 

150  ___ _ _ _ _ _ _ ~  _ _ _ ~ - _ _ _ _  
165 SCR SELECTIVE CAT REDUCTION 5120000 

SCR SELECTIVE CAT REDUCTION 5120000 
SCR SELECTIVE CAT REDUCTION 5120000 

165 

160 INSTRUMENT/CONTROL AIR 5140000 
180 
240 COAL FEEDER (PULVERIZER) 5130000 

COAL FEEDER (TO PULVERIZER) 5130000 
240 
250 PULVERIZER (COAL) 5120000 
2 5 0  

260 BURNERIIGNITORS 5120000 
BURNER/IGNITORS 5120000 
MAIN BURNER/IGNITORS 5120000 
MAIN BURNER/IGNITORS 5120000 

260 
310 BOILER, GENERAL 5120000 

BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 
BOILER, GENERAL 5120000 

310 

4096747301 ICE F02 NORTH BOOSTER FAN IMPULSE LINES 2 MO PM MON 
4096746101 ICE FO2 SOUTH BOOSTER FAN tMPULSE LINES 2 MO PM MON 
4102496301 ICE F02 ECONOMIZER OUTLET IMPULSE LINES 2 MO PM WKL 

4057702401 ICE FOI CONTROL AIR PRESS REGULATING VALVES FUNCTION TESTS 1 MO PM 2YR 

4045651801 ICE FO1 COAL FEEDER ELECTRONIC CABINETS -CLEAN 1 MO PM ANN 
4045651601 ICE FOI COAL FEEDER ELECTRONIC CABINETS -CLEAN 1 MO PM ANN 

1 MO PM DAY 0094232201 U1 ICE FOI E&W FD FAN INLET VANE INSPECTION 

0094690801 ICE FOI OIL LIGHTER INSPECTION 1 MO PM MDN 
4102564401 ICE F02 OIL LIGHTER INSPECTION 2 MO PM MON 
0094690601 ICE FOI OIL LIGHTER INSPECTION 7 MO PM MON 
4102564401 ICE FO2 OIL LIGHTER INSPECTION 2 MO PM MON 

0094375201 ICE F02 ATTEMP VALVES FRV-lO1,201.401 INSP 2 MO PM 6MO 
0094900401 BOILER -OPEN & CLOSE DOORS, DESLAG. HYDRO, AND AIR TEST 1 MO PM DAY 
0095306401 BOILER, OPEN 8 CLOSE DOORS, DESLAG, HYDRO AND AIR TEST 2 MO PM DAY 

2 MO PM DAY 0095310401 
4072769701 INSPECT MAIN STEAM ATTEMPERATOR BYPASS VALVE FMO-101 2 MO PM 2YR 

1 MO PM 2YR 4073686601 
4073723201 U1 - INSPECT MAIN STEAM LEAD DRAIN MO-30 1 MO PM 2YR 
0094375201 ICE F02 ATTEMP VALVES FRV-101,201,401 INSP 2 MO PM 6MO 
0094900401 BOILER. OPEN &CLOSE DOORS, DESLAG. HYDRO, AND AIR TEST 1 MO PM DAY 
0095308401 BOILER, OPEN & CLOSE DOORS, DESLAG, HYDRO AND AIR TEST 2 MO PM DAY 
0095310401 PLT COAL AIR EXPANSION JOINTS (ALL) - INSPECT & LUBRICATE 2 MO PM DAY 
4072769701 INSPECT MAIN STEAM ATTEMPERATOR BYPASS VALVE FMO-101 2 MO PM 2YR 
4073668601 INSPECT MAIN STEAM LEAD DRAIN VA MO-29, U1 1 MO PM 2YR 

1 MO PM 2YR 4073723201 

~ 

PLT COAL AIR EXPANSION JOINTS (ALL) - INSPECT & LUBRICATE 

INSPECT MAIN STEAM LEAD DRAIN VA MO-29, U1 

U1 ~ INSPECT MAIN STEAM LEAD DRAIN MO-30 

1 

2 MO PM DAY 
1 MO PM DAY MAIN STEAM SPRHTR & LINE 5120000 0093607901 ICE FOI  RV-1 INSPECTION 
2 MO PM DAY MAIN STEAM SPRHTR 8 LINE 5120000 0094370501 U2 ICE F02 URV 182 INSPECTION 
1 MO PM 2YR MAIN STEAM SPRHTR & LINE 5120000 

MAIN STEAM SPRHTR & LINE 5120000 4072736601 INSPECT SH "A BYPASS VALVE AND LIMITORQUE UI-MO6 1 MO PM 2YR 
MAIN STEAM SPRHTR 8 LINE 5120000 4073676901 STROKE FRV-101 8 FMO-IO1 SH ATTEMPERATORS 2 MO PM 2YR 
MAIN STEAM SPRHTR ii LINE 5120000 4073679901 INSPECT SH BYPASS BLOCK VALVE, UMO-I ( 2  YEAR INSP ) 2 MO PM 2YR 

~ =AM w R H T R &  L I N E  5120000 4061653101 U2 ICE IYR BRV-5 TESTKALIBRATE 2 MO PM IYR 
MAIN STEAM SPRHTR & LINES 5120000 0093806801 ICE FO2 ARV-542 INSPECTION 2 MO PM DAY 
MAIN STEAM SPRHTR & LINES 5120000 0093807901 ICE FOI RV-I INSPECTION 1 MO PM DAY 
MAIN STEAM SPRHTR & LINES 5120000 0094370501 U2 ICE FO2 URV 1&2 INSPECTION 2 MO PM DAY 
MAIN STEAM SPRHTR & LINES 5120000 4072736201 INSPECT SH BYPASS VALVE AND LIMITORQUE U l  - M 0 7  1 MO PM 2YR 
MAIN STEAM SPRHTR & LINES 5120000 4072738601 INSPECT SH "A BYPASS VALVE AND LIMITORQUE Ul-MO6 1 MO PM 2YR 
MAIN STEAM SPRHTR & LINES 5120000 4073678901 STROKE FRV-101 8 FMO-101 SH ATTEMPERATORS 2 MO PM 2YR 
MAIN STEAM SPRHTR & LINES 5120000 4073679901 INSPECT SH BYPASS BLOCK VALVE, UMO-1 ( 2 YEAR INSP ) 2 MO PM 2YR 
MAIN STEAM SPRHTR & LINES 5120000 4061653101 U2 ICE 1YR BRV-5 TESTCALIBRATE 2 MO PM IYR 

360 
2 MO PM DAY 380 SOOTBLOWERS 5120000 4057661301 SOUTH AIR PREHEATER CLEANING DEVICE 
2 MO PM DAY SOOTBLOWERS 5120000 4057663201 NORTH AIR PREHEATER CLEANING DEVICE 

380 
415 CONDENSATE 5120000 0094372201 ICE FO2 CRV-101 STROKE 2 MO PM 3M0 

CONDENSATE 5120000 4065455701 ICE FOI STROKE CODENSATE VALVES 1 MO PM OUT 
CONDENSATE 5120000 4065787901 ICE F02 STROKE CONDENSATE VALVES CRV-301,101. & 102 2 MO PM 3M0 

41 5  

440 CIRCULATING WATER 5130000 0093565101 CLEANING - CIRCULATING WATER PUMP INLET SCREENS 2 MO PM DAY 
440 
510 TURBINE INLETVALVES 5130000 0094377201 ICE F02 REPLACE SERVO FILTERS - MAIN TURBINE 2 EO pM IYR 

TURBINE INLET VALVES 5130000 0094377201 ICE FO2 REPLACE SERVO FILTERS - MAIN TURBINE 2 MO PM OUT 
2 MO PM IYR TURBINE INLET VALVES 5130000 0094377301 ICE FO2 REPLACE SERVO FILTER - BFP 
2 M O ,  PM OUT TURBINE INLET VALVES 5130000 0094377301 ICE F02 REPLACE SERVO FILTER ~ BFP 

360 MAIN STEAM SPRHTR & LINE 5120000 0093806801 ICE FO2 ARV-542 INSPECTION 

4072738201 INSPECT SH BYPASS VALVE AND LIMITORQUE U1 - M07 

-~ 

__ _- 

5 1 0  
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540 TURBINE LUBE OIL 5130000 4073249701 U2 CHANGE OIL 75 HP BACK-UP OIL TURBINE MOTOR 2 
TURBINE LUBE OIL 5130000 4073250301 U2 CHANGE OIL -GO HP TURBINE SUCTION OIL PUMP MOTOR 2 
TURBINELUBE OIL 5130000 4073250301 U2 CHANGE OIL -GO HP TURBINE SUCTION OIL PUMP MOTOR 2 

540 
665 D C ELECTRIC SYSTEM 5130000 4103779201 FOI ICE IYR INVERTER INSPECTION 1 

D C ELECTRIC SYSTEM 5130000 4103781401 FO2 ICE IYR INVERTER INSPECTION 2 
D C ELECTRIC SYSTEM 5130000 4103779201 FOI ICE IYR INVERTER INSPECTION 1 
D C ELECTRIC SYSTEM 5130000 4103781401 F02 ICE IYR INVERTER INSPECTION 2 

665 
700 **CONTROLS AND COMPUTERS ** 5130000 0093809001 ICE FO2 TURBINE LVDT/ROD END BEARING INSPECTION 2 

** CONTROLS AND COMPUTERS **  5130000 4045652501 UZ COAL FEEDER ELECTRONIC CABINETS  CLEAN 2 
CONTROLS AND COMPUTERS 5130000 0093809001 ICE FO2 TURBINE LVDTlROD END BEARING INSPECTION 2 
CONTROLS AND COMPUTERS 5130000 4045652501 U2 COAL FEEDER ELECTRONIC CABINETS -CLEAN 2 

700 
740 COMBUSTION CONTROLS 5120000 0094121601 ICE FO2 02  ANALYZER INSPECTION 2 

COMBUSTION CONTROLS 5120000 0094122201 ICE FOI  02 ANALYZER INSPECTION 1 
-----w COMBUSTION CONTROLS PORTS-ROD OUT 2 
COMBUSTION CONTROLS 5120000 4137140301 ICE FOI FUEL OIL EXCESS CHAMBER-CHECK LEVEL ALARM 1 

740 
990 MISCELLANEOUS 5120000 4073671501 U2 ICE FO STROKE COOLING WATER VALVE CRV-501 0 

MlSC NON-EQUIPMENT 5120000 4073671501 U2 ICE FO STROKE COOLING WATER VALVE CRV-501 0 

990 

240 COAL FEEDER (PULVERIZER) 5120000 R 0093581401 INSPECTION FEEDER - COAL 811 NEW STOCK 1 
COAL FEEDER (PULVERIZER) 5120000 0093581501 INSPECTION FEEDER - COAL 1112 NEW STOCK 1 
COAL FEEDER (PULVERIZER) 5120000 0093581601 INSPECTION FEEDER -COAL #I3 NEW STOCK 1 

1 
COAL FEEDER (PULVERIZER) 5120000 0093581801 INSPECTION FEEDER -COAL 815 NEW STOCK 1 
COAL FEEDER (PULVERIZER) 5120000 0093581901 INSPECTION FEEDER - COAL #16 NEW STOCK 1 
COAL FEEDER (TO PULVERIZER) 5120000 0093581401 INSPECTION FEEDER -COAL 811 NEW STOCK 1 
COAL FEEDER (TO PULVERIZER) 5120000 0093581501 INSPECTION FEEDER - COAL lf12 NEW STOCK 1 
COAL FEEDER (TO PULVERIZER) 5120000 0093581601 INSPECTION FEEDER -COAL 113 NEW STOCK 1 
COAL FEEDER (TO PULVERIZER) 5120000 0093581701 INSPECTION FEEDER - COAL #I4 NEW STOCK 1 
COAL FEEDER (TO PULVERIZER) 5120000 0093581801 INSPECTION FEEDER -COAL # I 5  NEW STOCK 1 
COAL FEEDER (TO PULVERIZER) 5120000 0093581901 INSPECTION FEEDER - COAL116 NEW STOCK I 

240 
250 PULVERIZER (COAL) 5120000 0093580501 INSPECTION PULVERIZER If11 (1000 HRS) 1 

PULVERIZER (COAL) 5120000 0093580601 INSPECTION PULVERIZER # I 2  (1000 HRS) 1 
PULVERIZER (COAL) 5120000 0093580602 ICE 112 CLEAN AIR CURVE PULVERIZER (1000 HRS) 1 
PULVERIZER (COAL) 5120000 0093580701 INSPECTION PULVERIZER if13 (1000 HRS) 1 
PULVERIZER (COAL) 5120000 0093580702 ICE 113 CLEAN AIR CURVE PULVERIZER (1000 HRS) 1 
PULVERIZER (COAL) 5120000 0093581101 INSPECTION PULVERIZER 114 (1000 HRS) 1 
PULVERIZER (COAL) 5120000 0093581102 U1 ICE 114 CLEAN AIR CURVE (1000 HRS) 1 
PULVERIZER (COAL) 5120000 0093581201 INSPECTION PULVERIZER #I5 (1000 HRS) 1 
PULVERIZER (COAL) 5120000 0093581202 ICE I 1 5  PULV CLEAN AIR CURVE 1000 HOURS 1 
PULVERIZER (COAL) 5120000 0093581301 INSPECTION PULVERIZER if16 (1000 HRS) 1 
PULVERIZER (COAL) 5120000 0093581302 U1 ICE PULVlf16 CLEAN AIR CURVE 1 
---~~~~~~~~~~~NSPECT~ONULVERIZEK~~ZI PULVERIZER (COAL) (2000 HRS) 2 
PULVERIZER (COAL) 5120000 0093583001 INSPECTION PULVERIZER 822 (2000 HRS) 2 
PULVERIZER (COAL) 5120000 0093583101 INSPECTION PULVERIZER if23 (2000 HRS) 2 
PULVERIZER (COAL) 5120000 0093583201 INSPECTION PULVERIZER 824 (2000 HRS) 2 
PULVERIZER (COAL) 5120000 0093583301 INSPECTION PULVERIZER f25 (2000 HRS) 2 

-__ 

- 

00 - 

- --____ COAL FEEDER (PULVERIZER) 5120000 0093581701 INSPECTION FEEDER - COALIfl4 NEW STOCK _- ~ 

-- 

~ 

250 

105 BOILER DUCTS 5120000 U 0094372801 U2 ICE OUTR BURNER REGISTER DRIVE INSP 2 
BOILER DUCTS 5120000 4070784901 U2 ICE OUTR FD FAN INLET VANE DAMPER DRIVE INSP 2 
BOILER DUCTS 5120000 4070785101 U2 ICE OUTR PA FAN INLET/OUTLET DAMPER DRIVE INSP 2 
BOILER DUCTS 5120000 4072833701 ICE U2 OUTR If1 & 2 FD FAN OUTLET DAMPER DRIVES 2 

5120000 4098236701 -ARY AIR DUCTWORK AND DAMPERS 2 BOILER DUCTS 
BOILER DUCTS 5120000 4098236702 NAIS - SECONDARY AIR DUCTWORK AND DAMPERS-VACUUM SERVICES 2 
BOILER DUCTS 5120000 4098236703 YOUNGS - SECONDARY AIR DUCTWORK AND DAMPERS-SCAFFOLDING 2 
BOILER DUCTS 5120000 1098236704 MMI - SECONDARY AIR DUCTWORK AND DAMPERS-INSULATION 2 
BOILER DUCTS 5120000 4098236705 MCON- INSPECT SECONDARY AIR DUCTWORK AND DAMPERS 2 
BOILER DUCTS 5120000 4098249201 PLANT SUPV - INSPECT PRIMARY AIR DUCTWORK AND DAMPERS 2 
BOILER DUCTS 5120000 4098249202 NAIS - PRIMARY AIR DUCTWORK AND DAMPERS-VACUUM SERVICES 2 

2 BOILER DUCTS 5$20000 4098249203 YOUNGS - PRIMARY AIR DUCTWORK AND DAMPERS-SCAFFOLDING 
BOILER DUCTS 5120000 4098249204 MMI - PRIMARY AIR DUCTWORK AND DAMPERS-INSULATION 2 
BOILER DUCTS 5120000 4098249205 MCON- INSPECT PRIMARY AIR DUCTWORK AND DAMPERS 2 

2 
5120000 4098254802 NAlS VACUUM GAP GAS OUTLET DUCTS IIR 2 

BOILER DUCTS 5120000 4098254803 MMI INSUL GAS OUTLET DUCTS I/R 2 

R 

__ ____________ 

-_______ __ 

- ___________ BOILER DUCTS 5120000 4098254801 PLT SUPV GAS OUTLET DUCTS I/R ~~ 

P 

MO PM 2YR 
MO PM IYR 
MO PM 2YR 

MO PM ANN 
MO PM ANN 
MO PM ANN 
MO PM ANN 

MO PM DAY 
MO PM ANN 
MO PM DAY 
MO PM ANN 

MO PM DAY 
MO PM MON 
MO PM 3M0 
MO PM OUT 

MO PM 2YR 
MO PM 2YR 

ountAll: 76 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 

MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 
MO PM DAY 

ount All: 28 

MO PM OUT 
MO PM OUT 
MO PM OUT 
MO PM OUT 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
MO PM 50Y 
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BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER OUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 

5120000 BOILER DUCTS 
5120000 BOILER DUCTS 

BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER OUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 

5120000 BOILER DUCTS 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 
BOILER DUCTS 5120000 

110 PRIMARY AIR 5120000 
5120000 PRIMARY AIR 

PRIMARY AIR 5120000 
PR~MARYAIR ~ 5120000 
PRIMARY AIR 5120000 
PRIMARY AIR 5120000 
PRIMARY AIR 5120000 

'105 

I , "  

Models in Authorized Status With Auto Trigger Ind 2/18/2010 

4098254804 YGS SCAFFOLD GAS OUTLET DUCTS IIR 2 MO PM 50Y 
4098254805 MCONIGAS OUTLET DUCTS I/R 2 MO GM 50Y 
4099494401 PLT SUPV - l/R PRIMARY AIR SHUTOFF DAMPERS 21 THRU 26 2 MO PM 50Y 
4099494402 PLT MECH - IIR PRIMARY AIR SHUTOFF DAMPERS 21 TIHRU 26 2 MO PM 50Y 
4099494403 PLT ICE - I/R PRIMARY AIR SHUTOFF DAMPERS 21 THRU 26 2 MO PM 50Y 
4099494404 SCAF - IIR PRIMARY AIR SHUTOFF DAMPERS 21 THRU 26 2 MO PM 50Y 
4099494405 INSL - IIR PRIMARY AIR SHUTOFF DAMPERS 21 THRU 26 2 MO PM 50Y 
4099494406 VAC - IIR PRIMARY AIR SHUTOFF DAMPERS 21 THRU 26 2 MO PM 50Y 
4099494801 PLT SUPV - I/R HOT AIR DAMPERS 21 TIHRU 26 2 MO PM 50Y 
4099494802 PLT MECH - IIR HOT AIR DAMPERS 21 TIiRU 26 2 MO PM 50Y 
4099494803 PLT ICE - IIR HOT AIR DAMPERS 21 THRU 26 2 MO PM 50Y 
4099494804 SCAF - I/R HOT AIR DAMPERS 21 THRU 26 2 MO PM 50Y 
4099494805 INSL - IIR HOT AIR DAMPERS 21 THRU 26 2 MO PM 50Y 
4099494806 VAC - IIR HOT AIR DAMPERS 21 TIHRU 26 2 MO PM 50Y 
4099498101 PLT SUPV - I/R CAPACITY DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498102 PLT MECH - IIR CAPACITY DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498103 PLT ICE - I/R CAPACITY DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498104 SCAF - I/R CAPACITY DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498105 INSL ~ IIR CAPACITY DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498106 VAC - IIR CAPACITY DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498401 PLT SUPV - I/R TEMPERING AIR DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498402 PLT MECH - I/R TEMPERING AIR DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498403 PLT ICE - IlR TEMPERING AIR DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498404 SCAF - IIR TEMPERING AIR DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498405 INSL - IIR TEMPERING AIR DAMPERS 21 THRU 26 2 MO PM 50Y 
4099498406 VAC - IIR TEMPERING AIR DAMPERS 21 THRU 26 2 MO PM 50Y 

4099614401 BSIMECH It1 P A  FAN, INSPECT,CLEAN ROTOR 2 MO PM 50Y 
4099614402 CEAP SAND - 01 P A  FAN, SANDBLASTING 2 MO PM 50Y 

2 MO PM 50Y 4099614403 CMS -tl P A  FAN, NDE 
4099614404 BS/SUPV # i P  A FAN. BEARING REPAIRS 2 MO PM 50Y 
4099614405 BSIICE - # I  P A  FAN, INSPECT, CLEAN ROTOR 2 MO PM 50Y 
4099614406 YGS SCAFFOLD # I  P A  FAN, INSPECT, CLEAN ROTOR 2 MO PM 50Y 
4099614407 NAlS VACUUM it1 P A  FAN, INSPECT, CLEAN ROTOR 2 MO PM 50Y 

-______ ___ -- 

, I" 

115 FORCED DRAFT 5120000 0095083401 UZ ICE OUTR It1 FD FAN MOTOR INSPECTION 2 MO 
5120000 0095083501 U2 ICE OUTR #2 FD FAN MOTOR INSPECTION 2 MO FORCED DRAFT 

FORCED DRAFT 5120000 0095309501 # I  FORCED DRAFT FAN -LUBRICATION 2 MO 
FORCED DRAFT 5120000 0095309601 #2 FORCED DRAFT FAN -LUBRICATION 2 MO 

5120000 4099613101 BS/MECH $12 F.D. FAN; CLEAN, INSPECT, LUBRICATE 8 REPAIR. 2 MO FORCED DRAFT 
FORCED DRAFT 5120000 4099613102 YGS SCAFFOLD lt2 F.D. FAN; SCAFFOLDING 2 MO 

5120000 4099613103 CEAP SAND - # 2  F.D. FAN; SANDBLASTING 2 MO FORCED DRAFT 
FORCED DRAFT 5120000 4099613104 CMS NDE #2 F.D. FAN; CLEAN, INSPECT, LUBRICATE & REPAIR, 

5120000 4099613105 BSISUPVltZ F.D. FAN; BEARING REPAIRS 2 MO FORCED DRAFT 
moooa  409961310~ NAIS VACUUM it2 F.D. FAN; CLEAN, INSPECT, 8 REPAIR. 2 MO FORCED DRAFT 
512oooo 4 0 9 9 ~ i 3 1 0 i  BSIICE 82 F.D. FAN; CLEAN, INSPECT, LUBRICATE a REPAIR. 2 MO FORCED DRAFT 

FORCED DRAFT 5120000 4099813901 BSIMECH 01 F.D. FAN; CLEAN, INSPECT, LUBRICATE & REPAIR. 2 MO 
FORCED DRAFT 5120000 4099613902 YGS SCAFFOLD It1 F.D. FAN; SCAFFOLDING 2 MO 
FORCED DRAFT 5120000 4099673903 CEAP SAND - # I  F.D. FAN; SANDBLASTING 2 MO 
FORCED DRAFT 5120000 4099613904 CMS - # I  F.D. FAN; NDE 2 MO 
FORCEDDRAFT 5120000 4099613905 BS/SUPVltl F.D. FAN; BEARING REPAIRS 2 MO 
FORCED DRAFT 5120000 4099613906 BSIlCElCI F.D. FAN; CLEAN, INSPECT, LUBRICATE 8 REPAIR. 2 MO 
FORCED DRAFT 5120000 ,4099613907 ,NAIS VACUUM ttl F.D. FAN; CLEAN, INSPECT, LUBRICATE & REPAIR, 2 MO 

-____ 2 MO 

4 , c  I I 

PM OUT 
PM OUT 
PM WKL 
PM WKL 
PM 5OY 
PM SOY 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 

~--- 

E ,< 
1 MO 130 AIRHEATERS, MAIN 5120000 4057540201 ICE ~ STROKE EAST 8 WASTAIR HEATER BYPASS DAMPERS UNIT 1 
1 MO AIRHEATERS, MAIN 5120000 4057585301 ICE. CHECK THERMOCOUPLES FOR AIR AN0 GAS REC UNIT 1 
2 MO AIRHEATERS, MAIN 5120000 4057698001 U2 ICE OUTR CALIBRATE AIR HEATER BYPASS CONTROLS 
2 MO AIRHEATERS. MAIN 5120000 4057880301 U2 ICE OUTR INSPECT T/C, RTD AIR & GAS RECORDER 
2 MO AIRHEATERS, MAIN 5120000 4099595701 BSISUPV INSPECT & REPAIR if2 AIR HEATER 

5120000 4099595702 MCCON -INSPECT a REPAIR +tz AIR HEATER 2 MO AIRHEATERS, MAIN 
5120000 4099595703 ALSTOM ABB SERVICE TECH - INSPECT a REPAIR it2 AIR HEATER 2 MO AIRHEATERS. MAIN 

AIRHEATERS, MAIN 5120000 4099595704 NAIS VAC - INSPECT a REPAIR #2 AIR HEATER 2 MO 
AIRHEATERS, MAIN 5120000 4099595705 MMI INSUL INSPECT a REPAIR KMR HEATER 2 MO 

AIRHEATERS, MAIN 5120000 4099595707 BSIMECH INSPECT 8 REPAIR l f2 AIR HEATER 2 MO 
AIRHEATERS. MAIN 5120000 4099595708 NAlS HIGH PRESSURE WASH #2 AIR HEATER 2 MOP 
AIRHEATERS, MAIN 5120000 4099596801 BSISUPV INSPECT a REPAIR #I AIR HEATER 2 MO 

2 MO AIRHEATERS, MAIN 5120000 4099596802 MCON - INSPECTI REPAIR #1 AIR HEATER 
5120000 4099596803 ALSTOM ABB SERVICE TECH - INSPECT & REPAIR #1 AIR HEATER 2 MO AIRHEATERS. MAIN 

2 MO AIRHEATERS, MAIN 5120000 4099596804 NAG VAC - INSPECT & REPAIR 01 AIR HEATER 
AIRHEATERS, MAIN 5120000 4099596805 MMI INSUL INSPECT 8 REPAIR 01 AIR HEATER 2 MO 

AIRHEATERS. MAIN 5120000 4099595706 YGS SCAFFOLD INSPECT & REPAIR #2 AIR HEATER 2 MO 

PM 4YR 
PM 4YR 
PM 4YR 
PM OUT 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 

PM 50Y 

- PLlv50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 
PM 50Y 

PM 5 0 ~  
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AIRHEATERS, MAIN 5120000 4099596806 YGS SCAFFOLD INSPECT 8 REPAIR # I  AIR HEATER 2 MO PM 50Y 

AIRHEATERS, MAIN 5120000 4099596807 BSIMECH INSPECT 8 REPAIR # I  AIR HEATER 2 MO PM 50Y 

AIRHEATERS, MAIN 5 1 2 0 ~ 0  ~ 4099596808 NAlS IS TO HIGH PRESSURE WASHII#I AIR HEATER 2 MO PM 50Y - 
130 
150 PRECIPITATOR 5120000 4057279201 U1 ICE OUTR MAIN PRECIPITATORIHOPPER INSPECTION 1 MO PM OUT 

PRECIPITATOR 5120000 4060154401 U2 ICE OUTR PRECIPIHOPPER INSPECTION 2 MO PM OUT 

PRECIPITATOR 5120000 406178000~ U1 ICE OUTR PRECIP TRANSFORMER CLEANICHANGE FILTERS IYR 1 MO PM OUT 

PRECIPITATOR 5120000 4061783501 ~1 U1 ICE OUTR 2YR INTERNAL INPSECTION OF PRECIPITATOR TRANSFOR MO PM 2YR 
PRECIPITATOR 5120000 4061789301 U2 ICE OUTR 1 YR PRECIP TRANSFORMERS-INSPECT FILTERS 2 MO PM OUT 

150 
165 SCR SELECTIVE CAT REDUCTION 5120000 4090356501 ICE U2 OUTR NORTH BOOSTER FAN IMPULSE LINES 2 MO PM ANN 

SCR SELECTIVE CAT REDUCTION 5120000 4090357601 ICE U2 OUTR SOUTH BOOSTER FAN IMPULSE LINES 2 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4090360001 ICE U2 OUTR ECONOMIZER OUTLET IMPULSE LINES 2 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4090365701 ICE U2 OUTR NORTH BOOSTER FAN CALIBRATION 2 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4090367601 ICE U2 OUTR SOUTH BOOSTER FAN CALIBRATION 2 MO PM ANN 
SCR SELECTIVE CAT REDUCTION 5120000 4099524401 PLT SUPV. IIR SCR BYPASS DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099524402 IPLT MECH - IIR SCR BYPASS DAMPERS 2 MO PM 50Y 
p 5120000 4099524403 INSL - IIR SCR BYPASS DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099524404 VAC - IIR SCR BYPASS DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099524405 SCAF - IIR SCR BYPASS DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099524801 PLT SUPV - IIR SCR OUTLET DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099524802 PLT MECH - IIR SCR OUTLET DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099524803 INSL - IIR SCR OUTLET DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099524804 VAC - IIR SCR OUTLET DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099524805 SCAF - IIR SCR OUTLET DAMPERS 2 MO PM 50Y 
p 5120000 4099525201 PLT SUPV IIR SCR INLET DAMPERS 2 MO PM 50Y 
p 5120000 4099525202 PLT MECH - IIR SCR INLET DAMPERS 2 MO PM 50Y 
p 5120000 4099525203 INSL - IIR SCR INLET DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099525204 VAC - IIR SCR INLET DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099525205 SCAF I IIR SCR INLET DAMPERS 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099602601 BSISUPV IIR SCR DUCT, SCR OUTLETTO AIR HEATER 2 MO PM 50Y 
-p 5120000 4099602602 2 MO PM 50Y 

E R  SELECTIVE CAT REDUCTION 5120000 4099602603 MMI INSUL IIR SCR DUCT, SCR OUTLETTO AIR HEATER 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099602604 YGS SCAFFOLD IIR SCR DUCT, SCR OUTLET TO AIR HEATER 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099602605 NAIS VACUUM INSPECT & REPAIR SCR DUCT OUTLET BACK TO AIR HTR 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099605401 BSISUPV IIR SCR DUCT, SCR INLET TO REACTOR 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000-4099605402 -%T TO REACTOR 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099605403 MMI INSUL IIR SCR DUCT, SCR INLET DUCT TO REACTOR 2 MO PM 50Y 

p 5120000 4099605404 ~2 YGS SCAFFOLD IIR SCR DUCT, SCR INLET DUCT TO REACTOR MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099605405 -2 NAlS VACUUM INSPECT 8 REPAIR SCR DUCT, INLET DUCTTO REACTOR MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099606101 BSISUPV IIR SCR DUCT, ECON OUTLET TO SCR INLET 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099606102 MCON- IIR SCR DUCT, ECON OUTLET TO SCR INLET 2 MO PM 50Y 

__I______ SCR SELECTIVE CAT REDUCTION 5120000 4099606103 MMI INSUL IIR SCR DUCT, ECON OUTLET TO SCR INLET 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099606104 YGS SCAFFOLD IIR SCR DUCT, ECON OUTLET TO SCR INLET 2 MO PM 50Y 

SCR SELECTIVE CAT REDUCTION 5120000 4099606105 NAlS VACUUM INSPECT 8 REPAIR SCR DUCT, ECON OUTLET 2 MO PM 50Y 

SCR SELECTIVE CAT REDUCTION 5120000 4099606701 BSISUPV ROUTINE INSPECTION OF THE SOUTH BOOSTER FAN 2 MO PM 50Y 

SCR SELECTIVE CAT REDUCTION 5120000 4099606702 BSIMECH ROUTINE INSPECTION OF THE SOUTH BOOSTER FAN 2 MO PM 50Y , 5120000 4099606703 HOWDEN FAN SERVICE MAN ROUTINE INSPECTION OF S BOOSTER FAN 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4099606704 BSIICE ROUTINE INSPECTION OF THE SOUTH BOOSTER FAN 2 MO PM 50Y 

p 5120000 4099606705 5 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4101836901 BSISUPV ROUTINE INSPECTION OF THE NORTH BOOSTER FAN 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4101838902 RSDIMECH ROUTINE INSPECTION OF THE NORTH BOOSTER FAN 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4101838903 HOWDEN FAN SERVICE MAN ROUTINE INSPECTION NORTH BOOSTER FAN 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4101838904 BSIICE INSPECTION OF THE NORTH BOOSTER FAN 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4107838905 NORTH AMERICANIROUTINE INSPECTINORTH BOOSTER FAN 2 MO PM 50Y 
SCR SELECTIVE CAT REDUCTION 5120000 4106354701 LAB - SAMPLE SCR CATYLIST PER AEP RECOMMENDATIONS 2 MO PM 50Y 

1 MO PM IYR 
P 5120000 0094678301 3 1 MO PM IYR 
EMISSIONS MONITORING 5120000 0094681701 OBTAIN SAMPLE OF CONVERTER CATALYST, INSPECT CONVERTER 1 MO PM IYR 
EMISSIONS MONITORING 5120000 0094697501 OBTAIN SAMPLE OF CONVERTER CATALYST, INSPECT CONVERTER 2 MO PM 2YR 
EMISSIONS MONITORING 5120000 0094700401 U1 ICE OUTR SO3 CONTROLS INSPECTION 1 MO PM IYR 
EMISSIONS MONITORING 5120000 0095067301 SO2 8 SO3 SYSTEM, INSPECT 8 REPAIR PIPING, VALVES, ETC 2 MO PM 50Y 

175 
180 INSTRUMENTICONTROL AIR 5140000 0094227401 U1 ICE OUTR INSPECT CONTROL AIR TRAPS 1 MO PM IYR 

INSTRUMENTICONTROL AIR 5140000 4057653601 U2 ICE OUTR- INSPECT, LUBRICATE, TEST OPERATE PRV-1004 CONT 2 MO PM IYR 

INSTRUMENTICONTROL AIR 5140000 4057653801 U2 ICE OUTR 18MO INSPECT DESCANT IN CONTROL AIR DRYERS 2 MO PM ANH 

INSTRUMENTICONTROL AIR 5140000 4057661901 U2 ICE OUTR CONTROL AIR REG VALVES FUNCTIONAL TEST 2 MO PM ZYR 

INSTRUMENTKONTROL AIR 5140000 4057834501 U1 ICE 5YR CONTROL AIR DRYER DESICCANT-REPLACE 1 -MO PM 5YR 

180 215 COAL SAMPLING 5120000 41 10748901 AF SAMPLER 6 MOS MECHANICAL INSPECTION 0 MO PM 6MO 

__ 

__ --- -____ 

- ---- 

__ -~ 

- ---- 
___ -~ 
- - 

--- ---- 

__- 

____ --- -_____________ 

___ --- -____ 

- ---- 

- 

_I_- 

165 

- 175 EMISSIONS MONITORING 5120000 0094676301 INSPECT UNIT 1 SO3 SYSTEM PIPING -~ ~ -___- 

-- 

- -__- 
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5120000 4100367601 PANT SUPERVlECONOMlZER - DESLAG, INSPECT, REPAIR & PADWELD 1 MO PM 50Y BOILER, GENERAL 
BOILER, GENERAL 5120000 4100367602 NAISIECONOMIZER - DESLAG. INSPECT, REPAIR & PADWELD 1 MO PM 50Y 
BOILER, GENERAL 5120000 4100367603 YOUNG SCAFFOLDlNGlECONOMlZER - DESLAG, INSPECT, 1 MO PM 50Y 
BOILER, GENERAL 5120000 4100367604 REO/ECONOMIZER - DESLAG. INSPECT, 1 MO PM 50Y 
BOILER, GENERAL 5120000 4100367605 HT NDElECONOMiZER - DESLAG. INSPECT, 1 MO PM 50Y 

1 MO PM 50Y BOILER, GENERAL 5120000 4100367606 BOILER MAKERSlECONOMlZER -REPAIR 8 PADWELD 
BOILER, GENERAL 5120000 4100367607 UDC INSPECTION 3 YR ECONOMIZER - DESLAG, INSPECT 1 MO IS 50Y 
BOILER, GENERAL 5120000 4101021 101 BSlSUPV DRV-450. OPEN, INSPECT AND REPAIR 2 MO PM 50Y 
BOILER, GENERAL 5120000 4101040301 PLT SUPV/INSPECT- REPAIR PENTHOUSE CASING PENETRATION SEALS 1 MO PM 50Y 
BOILER, GENERAL 5120000 4101040302 REOlINSPECT - REPAIR PENTHOUSE CASING- PENETRATION SEALS 1 MO PM 50Y 
BOILER, GENERAL 5120000 4101040303 NAIS/INSPECT/REPAIR PENTHOUSE CASING /PENETRATION SEALS 1 MO PM 50Y 
BOILER, GENERAL 5120000 4101040304 SCAFFOLDllNSPECTlREPAIR PENTHOUSE CASING / PENETRATION SEALS 1 MO PM 50Y 
BOILER, GENERAL 5120000 4101040305 MMIlINSPECT / REPAIR PENTHOUSE CASING/ PENETRATION SEALS 1 MO PM 50Y 
BOILER, GENERAL 5120000 4101040306 BOILER MAKERS/ REPAIR PENTHOUSE CASING / PENETRATION SEALS 1 MO PM 50Y 
BOILER, GENERAL 5120000 4103042201 BSlSUPV FINISH, SUPERHEATER, DESLAG, SCAFFOLD, INSREP 2 MO PM 50Y 

310 
360 MAIN STEAM SPRHTR &LINE 5120000 0094210501 U1 ICE OUTR RV-1 STROKE/ CALIBRATE 1 MO PM OUT 

MAIN STEAM SPRHTR &LINE 5120000 0094374701 U2 ICE OUTR ARV-542 CALIBRATION 2 MO PM OUT 
MAIN STEAM SPRHTR &LINE 5120000 4070413001 U2 ICE OUTR URV 1&2 INSPECTION 2 MO PM OUT 
MAIN STEAM SPRHTR & LINE 5120000 4071747501 ICE U1 OUTR -CALIBRATE SUPERHEAT ATTEMP CONTROLS 1 MO PM OUT 
MAIN STEAM SPRHTR & LINE 5120000 4098250601 PLANT SUPV/PLATEN SUPERHEATER, INSPECT AND REPAIR 2 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4098250602 SCAFFOLDING CONTRACTOR/ PLATEN SUPERHEATER, INSPECT 2 MO PM 50Y 
MAIN STEAM SPRHTR 8 LINE 5120000 4098250603 SANDBLAST/PLATEN SUPERHEATER, INSPECT AND REPAIR 2 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4098250604 MCONl PLATEN SUPERHEATER, , INSPECT AND REPAIR 2 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4098250605 NDElPLATEN SUPERHEATER, INSPECT AND REPAIR 2 MO PM 50Y 

--MAINrEAM%RHTR & LINE 5120000 4098250606 REO/P&TEN SUPERHEATER, I N w E C T l O T  -- 2 MO PM 50Y 
MAIN STEAM SPRHTR 8 LINE 5120000 4098250607 UDC INSPECT 3 YR -PLATEN SUPERHEATER INSPECT AND REPAIR 2 MO IS 50Y 

1 MO PM 50Y MAIN STEAM SPRHTR &LINE 5120000 4100251801 PLANT SUPV /SECONDARY SUPERHEATER - DESLAG. INSPECT 
MAIN STEAM SPRHTR &LINE 5120000 4100251802 NASI SECONDARY SUPERHEATER -INSPECT, REPAIR & PADWELD 1 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4100251803 YOUNG SCAFFOLDING/SECONDARY SUPERHEATER - DESLAG, INSPECT, 1 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4100251804 SANDBLASTERSlSECONDARY SUPERHEATER - DESLAG. INSPECT, 1 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4100251805 REO /SECONDARY SUPERHEATER - DESLAG. INSPECT 1 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4100251806 APTECHlSECONDARY SUPERHEATER - DESLAG, INSPECT 1 MO PM 50Y 
MAIN STEAM SPRHTR 8 LINE 5120000 4100251807 BOILERMAKERS/SECONDARY SUPERHEATER - REPAIR & PADWELD 1 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4100251808 CDC INSPECTION 3 YR SECONDARY SUPERHEATER - INSPECT 1 MO IS 50Y 
MAIN STEAM SPRHTR & LINE 5T20000 4101292501 PLANT SUPV/PRIMARY SUPERHEATER - DESLAG, INSPECT 1 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4101292502 NAIS DESLAGlPRlMARY SUPERHEATER - DESLAG, INSPECT I MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4101292503 REO/PRIMARY SUPERHEATER - DESLAG. INSPECT, I MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4101292504 BOILER MAKERSIPRIMARY SUPERHEATER REPAIR & PADWELD 1 MO PM 50Y 
MAIN STEAM SPRHTR a LINE 5120000 4101292505 YOUNGS/PRIMARY SUPERHEATER - DESLAG, INSPECT, 1 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4101292506 PDMlPRlMARY SUPERHEATER - DESLAG. INSPECT, 1 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4101292507 NDElPRlMARY SUPERHEATER - DESLAG. INSPECT 1 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4101292508 UDC INSPECTION 3 YR -PRIMARY SUPERHEATER - INSPECT 1 MO IS 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4102998601 BS/SUPV SAFETY VALVES DISASSEMBLE/CHECK SEATlLAPP AND REPAI 2 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4102998602 YGS SCAFFOLD SAFETY VALVES, CHECK SEAT, LAPP AND REPAIR 2 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4102998603 MMI INSUL SAFETY VALVE INSPECTIONS 2 MQ PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4102998604 PCVL SAFETY VALVE INSPECTION 2 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4103042202 NAlS EXPLOSIVE BLASTING - FINISH SH, EXPLOSIVE CLEANING 2 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4103042203 NAlS DESLAG FINISHING SUPERHEATER, WATER WASH 2 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4103042204 SANDBLAST FINISH, SUPERHEATER, SANDBLASTING 2 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4103042205 YGS SCAFFOLD FINISH, SUPERHEATER, 2 MO PM 50Y 
MAIN STEAM SPRHTR &LINE 5120000 4103042206 HTT NDE FINISH, SUPERHEATER, NDE 2 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4103042207 MCON-FINISH, SUPERHEATER, DESLAG, SCAFFOLD, 2 MO PM 50Y 
MAIN STEAM SPRHTR 8 LINE 5120000 4103042208 MMI INSUL FINISH, SUPERHEATER, INSPECT AN0 REPAIR 2 MO PM 50Y 
MAIN STEAM SPRHTR 8 LINE 5120000 4103042209 REO/FINISIi. SUPERHEATER, DESLAG. SCAFFOLD, INSPECT 2 MO PM 50Y 
MAIN STEAM SPRHTR & LINE 5120000 4103042210 UDC 3YR INS FINISH, SUPERHEATER, DESLAG. SCAFFOLD, INSPECT 2 MO IS 50Y 
MAIN STEAM SPRHTR &LINES 5120000 0094210501 U1 ICE OUTR RV-1 STROKE/ CALIBRATE 1 MO PM OUT 
MAIN STEAM SPRHTR &LINES 5120000 0094374701 U2 ICE OUTR ARV-542 CALIBRATION 2 MO PM OUT 
MAIN STEAM SPRHTR & LINES 5120000 4070413001 U2 ICE OUTR URV 182 INSPECTION 2 MO PM OUT 

1 MO PM OUT MAIN STEAM SPRHTR & LINES 5120000 4071747501 ICE U1 OUTR -CALIBRATE SUPERHEAT ATTEMP CONTROLS 
MAIN STEAM SPRHTR & LINES 5120000 4096250601 PLANT SUPVlPLATEN SUPERHEATER, INSPECT AND REPAIR 2 MO PM 50Y 
MAIN STEAM SPRHTR &LINES 5120000 4098250602 SCAFFOLDING CONTRACTOR/ PLATEN SUPERHEATER, INSPECT 2 MO PM 50Y 
MAIN STEAM SPRHTR &LINES 5120000 4098250603 SANDBLASTlPLATEN SUPERHEATER, INSPECT AND REPAIR 2 MO PM 50Y 
MAIN STEAM SPRHTR 8 LINES 5120000 4098250604 MCONl PLATEN SUPERHEATER, , INSPECT AND REPAIR 2 MO PM 50Y 
MAIN STEAM SPRHTR &LINES 5120000 4098250605 NDE/PLATEN SUPERHEATER, INSPECT AND REPAIR 2 MO PM 50Y 
MAIN STEAM SPRHTR &LINES 5120000 4098250606 REO/PLATEN SUPERHEATER, INSPECTION 2 MO PM 50Y 
MAIN STEAM SPRHTR &LINES 5120000 4098250607 UDC INSPECT 3 YR -PLATEN SUPERHEATER INSPECT AND REPAIR 2 MO IS 50Y 

SPRHTR~LINES- ~ ~ 5120000 4100251801 PLANTTUPV lsECONDAxSUPwEATERESL%G,M\ISPECT 1 MO PM 50Y 
MAIN STEAM SPRHTR & LINES 5120000 4100251802 NAWSECONDARY SUPERHEATER INSPECT, REPAIR & PADWELD 1 MO PM 50Y 
MAIN STEAM SPRHTR & LINES 5120000 4100251603 YOUNG SCAFFOLDlNGlSECONDARY SUPERHEATER - DESLAG. INSPECT, 1 MO PM 50Y 
MAIN STEAM SPRHTR 8 LINES 5120000 4100251804 SANDBLASTERSlSECONDARY SUPERHEATER - DESLAG. INSPECT, 1 MO PM 50Y 
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I ._ 
630 SWITCHGEAR 5120000 0094701801 U2 ICE OUTR MCC SO3 INSPECTION 2 MO PM IYR 

SWITCHGEAR 5120000 0094701801 U2 ICE OUTR MCC SO3 INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 0093353101 U1 ICE OUTR BUS I D  & BREAKERS 1B1/1B15 INSP 1 MO PM OUT 
SWITCHGEAR 5130000 0093353401 U2 ICE OUTR 4YR 4KV BREAKER INSP 2A, 2B,2C 2 MO PM 4YR 
SWITCHGEAR 5130000 0094372901 U2 ICE OUTR 600V TRIP UNITS - 21A,21B,21C - CALIBRATE 2 MO PM OUT 
SWITCHGEAR 5130000 0094693601 U1 ICE OUTR 1A 4KV BREAKERS INSP 1 MO PM OUT 
SWITCHGEAR 5130000 0094693701 U1 ICE OUTR 18 4KV BREAKERS INSP 1 MO PM OUT 
SWITCHGEAR 5130000 0094693801 U1 ICE OUTR IIAGOOVSWGR BREAKER INSP 1 MO PM OUT 
SWITCHGEAR 5130000 0094693901 U1 ICE OUTR 11 B GOOV SWGR BREAKER INSP 1 MO PM OUT 
SWITCHGEAR 5130000 0094694001 U1 ICE OUTR 600V MCC INSPECTION 11A BUS 1 MO PM 2YR 
SWITCHGEAR 5130000 0094694101 U1 ICE OUTR 600'4 MCC INSPECTION l l B  BUS 1 MO PM 2YR 
SWITCHGEAR 5130000 0094901601 U1 ICE OUTR BUS 1A & BREAKERS 1Al/lA15 INSP 1 MO PM OUT 
SWITCHGEAR 5130000 0095084901 U2 ICE OUTR 8YR 4KV BKR REBUILD 2 MO PM 6YR 
SWITCHGEAR 5130000 0095085001 U2 ICE OUTR 600 V FEED BREAKERS 21A. 21B.21C INSPECTION 2 MO PM OUT 
SWITCHGEAR 5130000 0095085101 U2 ICE OUTR 600V BUS 21A, 21B.21C INSP 2 MO PM OUT 
SWITCHGEAR 5130000 0095310501 U2 ICE OUTR BKR 2A5,ZBIO. 2'29 INSP 2 MO PM IYR 
SWITCHGEAR 5130000 4093056501 U2 ICE OUTR STA 14 600V FEED BREAKERS 2 MO PM 2YR 
SWITCHGEAR 5130000 4097314801 U2 ICE OUTR MCC PTBW-A INSP 2 MO PM 2YR 
SWITCHGEAR 5130000 4097449501 U2 ICE OUTR 600V BKR/TRlP UNIT- ZSCRL. 2SCRM INSP 2 MO PM 4YR 
SWITCHGEAR 5130000 4097450101 U2 ICE 8YR GOOV BUS ZSCRL. 2SCRM- BREAKER REBUILD 2 MO PM TEN 

-~ SWITCHGEAR 5130000 4097588301 U2 ICE OUTR MCC 2SB-L INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4097600801 U2 ICE OUTR MCC 2UCPB1-L INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4097600901 U2 ICE OUTR MCC 2UUS1-L INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4097601001 U2 ICE OUTR MCC 2REAC21-L INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4097601 101 U2 ICE OUTR MCC ZBF-L INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4097922501 U2 ICE OUTR MCC 2UUS2-M INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4097922801 U2 ICE OUTR MCC 2UCPB2-M INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4097924101 U2 ICE OUTR MCC 2SB-M INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4097924201 U2 ICE OUTR MCC 2REAC22-M INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4097924501 U2 ICE OUTR MCC 2BF-M INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4099022601 U2 ICE OUTR MCC CH-14-1 INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4099022901 U2 ICE OUTR MCC CH-14-2 INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4099023701 U2 ICE OUTR MCC CH14-3 & 2CVR-2 INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4099024101 U2 ICE OUTR MCC ZCVR & PCVRF INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4101584701 U2 ICE OUTR MCC PTBC-C INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4101584801 U2 ICE OUTR MCC ZEB-C, 2BBF-C INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4101584901 U2 ICE OUTR MCC PSM-C INSPECTION 2 MO PM 2YR 
SWITCHGEAR 5130000 4101585001 U2 ICE OUTR MCC PTBG-C. ZTCL-C INSPECTION 2 MO PM 2YR 
SWITCHOFAR 51Rnnnn di015R5101 U 2  ICE OUTR MCC PTBD-C INSPECTION 7 MO PM 7YR 

pp_____pp-- - 

SWITCHGEAR 
SWITCHGEAR 
SWITCHGEAR 
SWITCHGEAR 
SWITCHGEAR 
SWITCHGEAR 
SWITCHGEAR 
SWITCHGEAR 
SWITCHGEAR 

~ - ~ 

- - - _  - - _ _ _  - - 12 ]MO IPM 12YR I- 
(SWITCHGEAR /5130000 1 /4101585201 IU2 ICE OUTR MCCZTBC-B INSPECTION 
1 SWITCHGEAR 15130000 I 14101585301 IU2 ICE OUTR MCC ZEB-B 2BBF-8 INSPECTION 12 IMO IPM /7YR 

5130000 4101585401 U2 ICE OUTR MCC 2SM-B INSPECTION 2 MO PM 2YR 
5130000 4101585501 U2 ICE OUTR MCC 2TBG-B INSPECTION 2 MO PM 2YR 
5130000 4101585601 U2 ICE OUTR MCC 2TBW-B INSPECTION 2 MO PM 2YR 
5130000 4101585701 U2 ICE OUTR MCC 2TI-B INSPECTION 2 MO PM 2YR 
5130000 4101585801 U2 ICE OUTR MCC PEE-A. ZBBF-A INSPECTION 2 MO PM 2YR 
5130000 4101585901 U2 ICE OUTR MCC 2SM-A INSPECTION 2 MO PM 2YR 
5130000 4101586001 U2 ICE OUTR MCC ZPCR-A INSPECTION 
5130000 4101586101 U2 ICE OUTR MCC 2TBD-A, 2TOH-A INSPECTION 2 MO PM 2YR 
5130000 4101586201 UZ ICE OUTR MCC211-A INSPECTION 2 MO PM 2YR 

2 MO PM- 2YR- 
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COMBUSTION CONTROLS 5120000 4072735701 U2 ICE OUTR BFP INSTRUMENTS-CALIBRATE 2 MO PM 4YR 
COMBUSTION CONTROLS 5120000 4072736101 U2 ICE OUTR SHELL PRESS TRANSMITTERS-CALIBRATE 2 MO PM - 4YR 
COMBUSTION CONTROLS 5120000 4072736601 U2 ICE OUTR FEEDWATER PRESS TRANSMITTERS-CALIBRATE 2 MO PM 6YR 
COMBUSTION CONTROLS 5120000 4081957001 U1 ICE OUTR BOILER CAMERA INSPECTION 1 MO PM OUT 
COMBUSTION CONTROLS 5120000 411 1206301 U2 ICE OUTR BOILER CAMERA INSPECTION 2 MO PM OUT 
COMBUSTION CONTROLS 5120000 4719200601 ICE U1 OUTR DRUM LEVEL WIDE RANGE TRANSMITTER CALIB 1 MO PM OUT 

740 
805 ASH HANDLING, BOTTOM 5120000 4111233901 REBUILD 801 ASH GATE 2 MO PM 50Y 

ASH HANDLING, BOTTOM 5120000 41 11233902 REBUILD 802 ASH GATE 2 MO PM 50Y 
ASH HANDLING, BOTTOM 5120000 4111727701 REBUILD ASH GATE U1 1 MO PM 50Y 

805 
815 ASH HANDLING, FLY ASH 5120000 0095067401 PLT MECH SLURRY TANK; INSPECT 8 REPAIR SPLASH POTS. 2 MO PM 50Y 

ASH HANDLING, FLY ASH 5120000 4057318201 ICE -ASH HANDLING PRESSURE SWITCH CALIBRATION UNIT 2 2 MO PM 3YR 
ASH HANDLING, FLY ASH 5120000 4057367701 ASH HANDLING VACUUMlPRESSURE TRANSMITTERS UNIT2 2 MO PM 6YR 
ASH HANDLING, FLY ASH 5120000 4099599001 BSlSUPV PLANT SUPVISION 2 MO PM 50Y 
ASH HANDLING, FLY ASH 5120000 4099599002 YGS SCAFFOLD FOR REPAIRS OF SCREENS, WEIRES. ECT. 2 MO PM 50Y 
ASH HANDLING, FLY ASH 5120000 4099599003 MMI INSUL REMOVE AND INSTALL AS NEEDED 2 MO PM 50Y 
ASH HANDLING, FLY ASH 5120000 4099599004 RJEINTES REFRACTORY, REPLACEMENT OR REPAIR AS NEEDED 2 MO PM 50Y 
ASH HANDLING, FLY ASH 5120000 4099599005 MCON /ASH HOPPER REPAIRS 2 MO PM 50Y 
ASH HANDLING, FLY ASH 5120000 4099599006 VAC. CONTRACTORlASH HOPPER; INSPECT, CLEAN 2 MO PM 50Y 

Iu I tount All:l 9951 
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REQUEST 

ReCer to page 40 of the Wagner Testiiiioiiy aiid Workpaper S-4, page 26. 

The discussioii in tlie testimony refers to three parts in the proposed adjustiiieiit to the system 
sales iiiargiii that could be characterized as "noriiializiiig" the test-year systeiii sales margins. 
Coiifiriii that the calculation iii the workpaper includes an aclditional, fourth, component which 
i eflects the proposed changes in the systeiii sales tracker. 

RESPONSE 

That is correct. Section V, Workpaper S-4, Page 26, Lilies 14 aiid I 5 does reflect the effect or the 
proposed change in the systeiii sales tracker. 

W ~ ~ ~ ~ ~ S :  Errol I< Wagner 
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REQUEST 

Refer to page 41 of tlie Wagiier Testiiiioiiy aiid Workpaper S-4, page 2.7 

Provide a detailed description of what inalces up tlie coiiipaiiy's iiitaiigible expense. 

The iiitaiigible balance of $2 1,071,907 is coiiiprised o€ Accouiit 302, Fraiicliise aiicl Consents iii 
the aiiiouiit of $52,919 aiid Account 303, Capitalized Sofiware in the aiiiouiit of $21,018,988 

WITNESS: Errol I< Wagiier 
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REQIJEST 

Refer to pages 42-43 of the Wagiier Testiiiioiiy aiid Workpaper S-4, page 4 1 

CoiiGiiii that tlie proposed adjustiiieiit to remove reveiiues associated with tlie system sales 
tracker is based on tlie proposed changes iii the systeiii sales tracker. 

RESPONSE 

This is iiot correct. Section V, Workpaper S-4, Page 3 1 reiiioves from test year revenues the net 
iiicreiiiental revenues the Coinpcuiy received fiom the ratepayers due to the fact the actual system 
sales margins did iiot iiieet the level of system sales iiiargins built into base rates. These ieveiiues 
should be reiiioved due to tlie fact tliat these iiicreiiieiital reveiiues are oiie tiiiie nonrec~u-ring 
ieveiiues once the iiew base rates are established. The proposed base rates do iiot iiiclude these 
net iiicreiiiental reveiiues becuase such net iiicreiiieiital reveiiues are iiot luiowii aiicl iiieasurable. 

W ~ ~ N ~ ~ ~ :  Errol IC Wagiier 
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QUEST 

Refer to pages 44-46 or  the Wagiier Testiiiioiiy aiid Workpaper S-4, page 29, specifically tlie 
discussion aiid calculation of the asset retiremeiit obligatioii ("ARO") and accretion adjustment. 

a. Ideiitify where in the depreciation study or iii tlie Direct Testimony or  James 1-1. I-Ieiidersoii 
("I-Ieiidersoii Testiiiioiiy") it can be verified that the ARO costs associated with asbestos 
removal at tlie Big Saiidy plant are not iiicluded iii tlie proposed depreciatioii expense. 

b. Provide the calculations sliowiiig the derivatioiis of tlie ARO depreciation expense and the 
accretion aiiiortizatioii expense sliowii in the workpaper. 

RESPONSE 

a) Page 10, Lilies 7 through 10, of tlie Henderson Testimony states that Keiitucky Power has 
iecogiiizecl an ARO for asbestos at Big Sandy Plant. Further, on Lilies 15 though l S ,  the 
I-Ieiidersoii Testiiiioiiy states that "Rate-regulated companies such as ICentucky Power caii 
coiitiiiuc to collect asset retireiiieiit costs (removal costs) that are NOT [eiiiphasis added] within 
tlie scope of SFAS 143 tluougli depreciation rates when authorized by a ratemalting [body] such 
as the Public Service Coiiiiiiissioii of Kentucky." Because tlie Big Saiidy ARO is witliiii the 
scope o l  SFAS 143 as explaiiied in Wagiier Testimony, Page 44 Line 12 through Page 45 Liiie 
14, the Big Saiicly ARO costs are iiot iiicluded in the proposed depreciation expense. 

b) Tlic calculations sliowiiig tlie derivatioii of the aiuiiml ARO depreciation expeiise ($179,50S) 
and the accretion amortization expeiise ($299,880) are shown 011 Page 46, Lilies 7 through 10, o l  
the Wagiier Testimony. The iiioiithly ARO depreciatioii expeiise of 9; 14,959 tiiiies 12 results in 
aii aiuiual ARO depreciation expeiise OC $179,508. Tlie liionthly ARO accretion expense of 
$24,990 tiiiies 12 resulted in an aiuiml ARO accretion expense of $299,8SO, for a total 
adjustment of $479,388 ($179,508 -t- $299,880). 

WITNESS: Errol IC Wagner 
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Order. Dated February 12,2010 

REQUEST 

Refer to page 55 of the Wagner Testiinoiiy 

Mr. Wagner states that Kentucky Power is proposing a recoiiiiectioii charge Cor customers who 
have requested discoimection and then reconnection within a 12-moiith period. EspIaiii the 
necessity of this proposed charge. 

RESPONSE 

The Coiiipaiiy is proposing to have the costs assigned to the cost causer. Curreiitly the Company 
discoiiiiects the Customer's service upon request without charge; and the customer avoids payiiig 
any iiioiithIy charge even though the Company lias investnients deployed (traiisI'ormer and 
sei vice drop) which are dedicated to provide service to this location. When the customer calls in 
IO re-establish their account (and the Coiiipany is required to incur tlie cost to perfom a secoiid 
trip to the customer's service location with in a twelve iiioiitli period). The Compaiiy and its 
iatepayers incur the cost of-' two trips to the custoiiier's service location without aiiy reveiim to 
offset the additioiial or iiicreiiieiital cost incurred. The proposed recoiiiiectioii charge will require 
tlie recoiiiiectiiig customer to bear their appropriate portio11 of this expeiise, rather than require 
tlie eiitire custoiiier base to bear these costs. 

WITNESS: Errol IC Wagiier 
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Refer to the Wagiier Testiiiioiiy, Exhibit EKW-6. 

a. Rekr  to line 2. Esplaiii tlie differences in the traiisportatioii hours aiiioiig the special 
charges. 

b. Refer to h i e  7. Provide the calculatioii for the traiisportatioii hourly rate of $8.74 

c. Refer to liiie 9. Provide the calculatioiis for the fringe beiiefits rate. 

RESPONSE 

a As stated in Wagiier Testiiiioiiy at page 52, lilies 10 tlirough 12, tlie iiiformatioii regarding the 
traiisportatioii hours was obtaiiied fiom the eiiiployees who perforiii the work aiicl tlieii 
supervisors. The work perforiiied for colrunns 1 a id  2 (Recoiuiect Regular I-Iours and Reconnect 
into 0. T. I-Iours), are geiierally perforiiied in batches; that is, an employee will be given a gioup 
o r  work orders to work for, say, 4 or 8 horns. In the case of the 1vork perforiiied in columns 3 and 
4, the eiiiployees are called out to perforiii oiie specific custoiiier's reconnect. Coluiiiii 5 woi-k is 
again perCorliied in batches-with aii eiiiployee beiiig assigiied a gronp of work orders in a specific 
area. Tlie work to be performed in the Collectioii Trip Charge (EKW-6, col. 5) is a di€€ereiit type 
ol: work than the work performed. when a recoiuiect is required. 

b The Company has several differeiit classification of vehicles. For each classification of 
vehicle tlie Coiiipaiiy uses the lease cost and tlie file1 cost €or the prior year for each classificatioii 
01 vehicles along with a tlxee year average €or iiiaiiiteiiaiice cost also for each classification of 
vehicle. The total aiiiiual cost €or each vehicle classificatioii is divided by tlie total number or  
vehicles in that classification to arrive at an average aiiiiual cost pcr vehicle per classification. 
The total aiuiual cost per vehicle is tlieii divided by 1,165 productive horns (2080 hours less an 
average vacation time, sick time, traiiiiiig time, safety iiieetiiig time, plus otlier nonproductive 
time) to arrive at an hourly rate. This hourly rate is applied to the labor time to perhrlii a specific 
job to arrive at tlie traiisportatioii cost associated with that specific job. (See the attached sheet 
for the differeiit vehicle classificatioiis aiid their associated rates) Eiiiployees who yei form tliese 
Recoiiiiect aiid Collectioii Trip Charge duties dsive vehicle classification 24. (See Page 3 ol: this 
iespoiise) 
c Please see Page 4 of this response. 

TNESS: Errol I< Wagiier 
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Descript ion 

Vehicle Rates - AEP Fleet Sewices Corporate Averages 

TotEd! Hourly Rate 
AVG Based on 

’P,’16Q Hrs COS%: ._ 

IO 
12 
13 
20 
21 
22 
23 

24 

30 
32 
33 
34 
40 
41 
42 
43 
44 
45 
46 
49 
50 
53 
54 
55 
56 
59 
60 
61 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 

PASSENGER - COMPACT 
PASSENGER - STANDARD 
1/4T VAN 4x2  MINIVAN 
1I4T SPORT UTILITY 4 x 2  
1/4T SPORT lJTlLlTY 4 x 4  
114T PICKUP 4 x 2  REG CAB 

1/4T PICKUP 4x4 REG CAB 

3/4T VAN FULL SIZE AWD CARGO 
3/4T SPORT UTILITY 4 x 4  
1I2T PICKUP 4x2  REG CAB 
1/2T PICKUP 4X4 REG CAB 
314T VAN FULL SIZE 4X2 CARGO 
3/4T SPORT UTILITY 4x2  
3I4T SPORT UTILITY 4 x 4  
3I4T PICKUP 4x2  REG CAB 
3I4T PICKUP 4 x 4  REG CAB 
3I4T SERVICE TRUCK 4 x 2  
3/4T SERVICE TRUCK 4 x 4  
3I4T FLATBEDIDUMPISTAKEISTEP VAN 4x2  
I T  VAN 4 x 2  
I T  PICKUP 4 x 2  
I T  PICKUP 4 x 4  
I T  SERVICE TRUCK 4x2  
I T  SERVICE TRUCK 4 x 4  
I T  FLATBEDIDUMPISTAKEISTEP VAN 4X2 
SD MATERIAL HANDLER 4x2  
SD MATERIAL HANDLER 4X4 
SD SERVICE TRUCK 4x2  
SD SERVICE TRUCK 4 x 4  
SD AERIAL MANLIFT 4x2  
SD AERIAL MANLIFT 4X4 
SD FLATBED/DUMP/STAKE/STEP VAN 4X2 
MD MATERIAL HANDLER 4x2  
MD DIGGER DERRICWCRANE 4x2 
MD DIGGER DERRICWCRANE 4x4  
MD DIGGER DERRICWPIN ON 4x2 
MD DIGGER DERRICKIPIN ON 4x4  
MD SERVICE TRUCK 4X2 

2,136.85 $ 
6,18’7.96 $ 
6,271.81 $ 
7,636.26 $ 
6,341.34 $ 
9,048.96 $ 
8,878.52 $ 

10,143.07 $ 

9,522.30 $ 
9,721.57 $ 
8,645.74 $ 
9,694.68 $ 

11,492.40 $ 
13,833.26 $ 
6,810.01 $ 
8,404.14 $ 

11,862.31 $ 
12,532.83 $ 
14,907.66 $ 
11,804.84 $ 
9,598.96 $ 

10,041.53 $ 
12,605.74 $ 
12,674.52 $ 
16,779.66 $ 
17,043.00 $ 
31,605.97 $ 
36,847.24 $ 
16,121.64 $ 
20,613.01 $ 
27,351.76 $ 
36,684.24 $ 
15,133.68 $ 
35,993.77 $ 
30,299.56 $ 
35,775.49 $ 
25,390.46 $ 
39,231.79 $ 
23,002.46 $ 

1.84 
5.33 
5.41 
6.58 
5.47 
7.80 
7.65 

8.94 

8.21 
8.38 
7.45 
8.36 
9.91 

11 “93 
5.87 
7.24 

10.23 
10.80 
12.85 
10.18 
8.27 
8.66 

10.87 
10.93 
14.47 
14.69 
27.25 
31.76 
13.90 
17.77 
23.58 
31.62 
13.05 
31.03 
26.12 
30.84 
21.89 
33.82 
19.83 
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-.-- 

Description -_---- i_il Class 

76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
91 
92 
93 
94 
95 
96 
97 
98 
99 

M D  SERVICE TRUCK 4x4 
MD AERIAL MANLIFT 4X2 
M D  AERIAL MANLIFT 4X4 
M D  FLATBEDIDUMPISTAKEISTEP VAN 4x2 
HD ROAD TRACTOR 6X4 
HD DIGGER DERRICWCRANE 6X4 
HD DIGGER DERRICWCRANE 6X4 
HD DIGGER DERRlCWPlN ON 4x2 
HD DIGGER DERRlCWPlN ON 6x4 
HD SERVICE TRUCK 4x2 
HD MATERIAL HANDLER 6x6 
HD AERIAL MANLIFT 4x2 
HD PRESSURE DIGGER 6x4 
H D FLATBEDID U MPISTAKEISTEP VAN 6x4 
LIGHT DUTY TRAILER 
LIGHT DUTY TRAILER T&D MATERIAL 
HEAVY DUTY TRAILER 
HEAVY DUTY SPECIALTY TRAILER 
FORKLIFT 
TRENCHING EQUIPMENT TRENCHER 
DOZER TRACK & RUBBER TIRE 
ALL TERRAIN VEHICLE 
MlSCELLANEOlJS EQUIPMENT 

28,805.85 
31,703.19 
39,737.35 
14,553.77 
32,810.21 
37,549.65 
39,846.33 
34,996.26 
48,755.70 
19,252.28 
36,866.27 
37,136.46 
31,639.36 
24,945.1 2 

1,918.14 
2,403.60 
4,029.08 
3,430.46 
5,188.49 
4,838.93 

15,046.05 
3,140.63 
1,892.44 

24.83 
27.33 
34.26 
12.55 
28.28 
32.37 
34.35 
30.17 
42.03 
16.60 
31.78 
32.01 
27.28 
21 "50 

1.65 
2.07 
3.47 
2.96 
4.47 
4.17 

12.97 
2.71 
1.63 
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4081034 Fringe Benefit Loading - FUT 0.10 
4081035 Fringe Benefit Loading - SUT 0.10 
9250010 Frg Ben Loading - Workers Comp 0.80 
9260050 Frg Ben Loading - Pension 4.90 
9260051 Frg Ben Loading - Grp Ins 15.30 
9260052 Frg Ben Loading - Savings 3.70 
9260053 Frg Ben Loading - OPEB 

4081033 Fringe Benefit Loading - FICA 7.65 
9260052 Frg Ben Loading - Savings 3.70 

11.3 
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entueky Power c o  

REQUEST 

Refer to page 6 of the Direct Testiiiioiiy of Raiiie IC. Woluhas ("Wohidias Testimony'') which 
ref'ers to ICeiitucky Power's Case No. 906 1 as support for tlie proposed adjustment for iiitei est 011 

customer deposits. 

Explain whether ICeiitucky Power is aware of the more recent case, Case No. 1999-001 76, iii 
which the Commission established its cnrreiit treatment of custoiiier deposits as a rate-base iteiii 
aiid treatiiieiit of interest on customer deposits. 

RESPONSE 

I~entucky Power was not aware of tlie Coiiiiiiissioii's Order in this proceeding. After reviewing 
the case filiiigs aiid filial order, Kentucky Power respectfully disagrees with the Coiiiiiiissioii's 
conclusion aiid believes its treatiiieiit of customer deposits in the application is appropriate 

Iii particular, the Coiiipaiiy notes that crrstoiiier deposits are not cost-Gee capital. By law, tlie 
Coiiipaiiy is required to pay 6% interest 011 the deposits. . 

The Company's positioii is that the custoiiier deposit balance should be used to ieduce rate base, 
aiid that tlie aiiiiual level oE interest expeiise paid 011 the customers deposit should be iiiclucled as 
a cost-of-service itein in the deterinination of the Company's reveiiue requireiiieiit just as interest 
earner1 011 m y  teiiiporary iiivestiiieiit is used to reduce the cost-o€-service iii deteriiiining tlie 
Company's reveiiue requireiiieiit. The interest paid 011 customer deposits is a cost o f  doing 
busiiiess aiid should be reflected in the rate malting process. 

~ ~ ~ N E $ S :  Raiiie IC Wohidias 
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Commission StafPs Second Set of 

REQUEST 

Rekr to pages 8-9 of the Woldias Testiiiiony, specifically tlie discussion of the ac1.j usliiient for 
Mgjor Event stoiiiis. 

a. 
which to amortize its deferred storlii costs. 

Explaiii why the compaiiy believes that t h e e  years is the appropriate period o l  time over 

b. Provide a scliedule of the $10,306,227 in major storm-related costs incurred by KeiitiIcky 
Power in 2009 which shows the cost €or each of the tlxee storiii events separately aiid brolmi 
down into iiiaterials costs, in-house labor, coiitract labor, traiisportatioii costs, housing €or 
coiitract crews, aiid any other category the coiiipaiiy considers material. 

c. For each of the three stortiis, provide the total nuiiiber of customers that lost powei during tlic 
event, the iiuinber of customers without power reported 011 a daily basis during the duration of 
tlie storm event, the iimiiber of calls tlie coiiipaiiy received from coiisuiiiers during the event, aiid 
the average respoiise time for answering those calls during that specific storm event. 

RESPONSE 

a. Due to the iiicreased frequency of recent iiiajor storms and base rate case activity tlic Company 
believes tlie t h e e  year period is an appropriate period or  time over which to amortize its dekrred 
stor111 costs. 

b. Please see pages 2 tl~rougli 14 of this response. This is Ihe exhibit that was provided in Case 
No, 2,009-00352, Coiiiiiiissioii First Set of Data Request Dated Septeiiiber 30, 2,009, Item No. 5. 



c. 
Ice Storiii (Jaiiuary 27,2009): 

No. OC Cusloiiiers 
Outage Date Out OT Power 
1/27/09 22,458 
1/28/09 33,206 
1 12 9/09 25,233 
1 I? 0109 17,619 
113 1/09 9,838 
2/01/09 4,925 
2/02/09 2,708 
7/03 109 595 
2/04/09 245 

V\hd  Storiii (February 1 1, 2009): 

Outage Date Out of Power 
211 1/09 3 8,073 
2/ 12/09 38,788 
211 3/09 12,156 
2/ 14/09 4,757 
2.11 5/09 1,332 

No. of Custoiiiers 

TliuiidedWind Storiii (May 8, 2009): 
No. of Custoiiiers 

Outage Date Out of Power 
5/08/09 16,059 
5/09/09 1’7,972 
51 lolo9 6,932 
511 1/09 2,089 

Z@SC Case No. 2009-00459 
Commission Staft’s Second Set of Data Requests 

Order Dated February 12,2010 
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No. of Calls 
Received 
17,450 
24,050 
1 1,020 
7,403 
4,377 
2,648 
4,748 
3,752 
2,545 

No. of Calls 
Received 
27,876 
24,3 52 

7,532 
2,106 

787 

No. of Calls 
Received 

15,120 
10,0.34 
2,925 
2,950 

Avg. Speed of 
Aiiswer (seconds) 

59 
116 
48 
62 
55 
92 
71 
SO 
49 

Avg. Speed of 
Answer (seconds) 

82 
113 
76 
42 
2,3 

Avg. Speed of 
Answer (seconds] 

47 
59 
31 
27 

\V%TNESS: Ranie K Woldias 
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Maior Storms Source 

ICE STORM 

WIND STORM 

THUNDER STORM 

TOTAL MAJOR STORMS 2009 

BASE CASE STORM EXPENSE 

MAJOR STORM DEFERRAL REQUEST 

Exhibit 1; Page 5 of 13 

Exhibit 1; Page 9 of 13 

Exhibit 1; Page 13 of 13 

Exhibit 1 
Page 1 of 13 

Incremental 
O&M 

$ 7,678,410 

$ 3,405,215 

- $ 1,339,469 

$ 12,423,094 

!$ 2,116,867 

$ 10,306,227 
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In House Costs Regular Time 
Salary b Wages 

Overtime 

Salary &Wage 
Overheads 

Total Salary L Wages 

Transportation 
Total Transportation 

Other Cost Category 

Materials L 
Supplies 

Total Other Cost Category 

Towers, Poles, 
b Fixtures 

Overhead Conductors 
b Devices 

Line Transformers 

Services 

Meters 

Lighting B Signal 
Systems 

Other 
Total Materials 

Cost of Providing 
Temporary Electric Svc 

TOTAL IN HOUSE COSTS 

Kentucky Power Company 
2009 Ice Storm 

Detailed Restoration Costs - Tbtal 
YTD September 

Exhibit 1 
Page 2 of 13 

A B C D A+B+C+D 
Capitalized Accumulated Expensed Deferred Total Cost 

(Capital) (Removal) (OLM) to Restore 
Depreciation Asset 

5T Fringes $ 22,592 $ 5,437 $ 11,588 $ - $  39,617 
OTFringes 4; 18,691 $ 4,391 $ 9,826 $ - 8  32,908 

Other Labor Fringes $ 1,089 $ 252 $ 311 $ - $  1,652 
Incentives $ 7,574 $ 1,733 $ 27,065 $ - $  36,372 

Construction/Retirement $ 206,857 $ 43,992 $ - $  - $  2 5 0,8 4 9 
Ail Other Overheads $ 12,975 $ 2,778 $ 267,232 $ - $  282,985 

$ 483,289 $ 108,988 $ 1,100,964 $ - $ 1,693,241 

Fleet $ 41,193 $ 9,134 $ 149,160 $ - $  199,487 
$ 41,193 $ 9,134 $ 149,160 $ - $ 199,487 

Cell Phone $ 1,694 $ 375 $ 10,461 $ - $  12,530 
External Communications $ - $  - $  8,036 $ - 5  8,036 

Employee/Contractor Exps $ 56,179 $ 13,858 $ 233,505 $ - $  303,542 
$ 57,873 $ 14,233 $ 252,002 $ - $ 324,108 

Poles $ 72,070 $ - 8  - $  - $  72,070 
Cross arms $ 6,903 $ - $  - $  - $  6,903 

Wire $ 93,640 $ - $  - $  - $  93,640 
cutouts $ 15,220 $ - $  - $  - 8  15,220 
Splices $ 23,073 $ - 9  - $  - $  23,073 

Other $ 56,804 $ (5,761) $ 12,548 $ - $  63,591 

$ 105,460 $ (4,704) $ - 8  - $  100,756 

$ - 8  - $  - $  - $  

$ - $  - $  - 8  - $  

$ - 8  - $  - 8  - $  

$ 54,999 $ (2,083) $ 20,214 $ - $  73,130 
$ 428,169 $ (12,548) $ 32,762 $ - $ 448,383 

$ - $  - $  - 1 6  - $  

- $ 2,665,219 $ 1,010,524 $ 119,807 $ 1,534,888 $ 
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Outs ide  C o n t r a d e d  Serv ices  
Asplundh Tree Expert 

ACRT Inc. 

Area Wide Protective 

BFD Power Services Inc. 

Consumer's Energy (EST) 

Davis H. Elliot 

Hydaker Wheatlake Co 

Lee Electrical Construction 

Mastec North America Inc 

Midwest Electric 

New River Electrical Corp 

Pike Electric I nc  

C.W. Wright Construction 

Other Contractors 
(i.e. excavating, environmental) 

TOTAL OUTSIDE CONTRACTED SERVICES 

R e c o r d e d  Restorat ion Cos t s  

Est imated Cost  V e t  To Be Recorded 

Total Restorat ion Cos t s  

Kentucky Power Company 
2009 Ice Storm 

Detailed Restoration Costs - Total 
YTD September 

Exhibit 1 
Page 3 of 13 

A B C D A+B+C+D 
Capitalized Accumulated Expensed Deferred Total Cost 

(Capital) (Removal) (O&,n) to Restore 
Depreciation Asset 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
tiours 

Dollars $ 

- $  
0 0  

694 $ 
0 0  

14,329 $ 
0.0 

159,732 $ 
987.1 

197,909 $ 
925.4 

110,571 $ 
1,374.9 

262,734 $ 
1,894.9 

5,449 $ 
66 1 

6,780 $ 
105 8 

71,916 $ 
581 7 

10,331 $ 
37 5 

81,797 $ 
1,059 8 

19,477 $ 
138 8 

33,654 $ 

- $  
0 0  

131 $ 
0.0 

2,709 $ 
0.0 

30,195 $ 
186 6 

37,412 $ 
174.9 

20,902 $ 
259.9 

49,666 $ 
358 2 

1,030 $ 
12.5 

1,282 $ 
20.0 

13,595 $ 
110.0 

1,953 $ 
7 1  

15,462 $ 
200 3 

3,682 $ 
26 2 

6,362 $ 

1,413,897 $ 
39,936 0 

4,211 $ 
0 0  

87,016 $ 
0 0  

969,971 $ 
5,994 3 

1,201,800 $ 
5,619 6 

671,441 $ 
8,349 2 

1,595,452 $ 
11,506 9 

33,087 $ 
401.4 

41,170 $ 
642 2 

436,709 $ 
3,532.3 

62,735 $ 
227 5 

496,710 $ 
6,435 8 

118,276 $ 
842 9 

204,366 $ 

- 9 ;  
0.0 

- $  
0.0 

- I  
0.0 

- $  
0.0 

- $  
0.0 

- $  
0.0 

- $  
0 0  

- $  
0.0 

- $  
0.0 

- $  
0.0 

- $  
0.0 

- $  
0.0 

- $  
0.0 

- $  

1,413,897 
39,936 0 

5,036 
0 0  

104,054 
0 0  

1,159,898 
7,168 0 

1,437,121 
6,720 0 

802,914 
9,984 0 

1,907,852 
13,760 0 

39,566 
480 0 

49,231 
768 0 

522,220 
4,224 0 

75,019 
272.0 

593,969 
7,696 0 

141,435 
1,008 0 

244,382 

$ 2,985,897 $ 304,187 $ 8,871,729 $ - $ 11,161,813 

$ - $  - $  - $  - 5  

$ 1,985,897 $ 304,287 $ 8,871,729 5 - 5 11,162,813 
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Page 4 of 13 Kentucky Power Company 

2009 Ice Storm 
Detailed Restoration Costs - O&M 

W-D September 

A B C 
Elcpensed Expensed Expensed 

Total Incremental Non-Incremental 
(O&W (Q&W (O&W 

Regular Time Dollars 
Hours 

Overtime Dollars 
Hours 

Salary 81 Wage ST Fringes 
Overheads OT Fringes 

Other Labor Fringes 
Incentives 

Construction/Retirement 
All Other Overheads 

Total Salary &Wages 

Fleet 
Total Transportation 

Cell Phone 
External Communications 

Employee/Contractor Exps 
Total Other Cost Category 

$ 11,588 $ - 9 ;  11,588 
$ 9,826 $ 9,826 $ 
$ 311 $ - $  311 
$ 27,065 $ - $  27,065 
$ - $  - $  
$ 267,232 $ - $  267,232 
$ 1,100,964 $ 567,785 $ 533,179 

‘ransportation 

Other Cost Category 

$ 149,160 $ 4,047 $ 145,113 
$ 149,160 $ 4,047 $ 145,113 

$ 10,461 $ - $  10,461 
$ 8,036 $ 8,036 $ 
$ 233,505 $ 233,505 $ 
$ 252,002 $ 241,541 $ 10,461 

Materials & 
Supplies 

$ 
9; 

- $  
- $  

Towers, Poles, 
& Fixtures 

Poles 
Cross arms 

Overhead Conductors 
& Devices 

Wire 
Cutouts 
Splices 
Other 

Line Transformers - $  

Services - $  

Meters $ - $  

Lighting L Signal 
Systems 

Other 
Total Materials 

$ - $  

$ 20,214 $ 20,214 $ 
$ 32,762 $ 32,762 $ 

$ - $  - $  Cost of Providing 
Temporary Electric Svc 

TOTAL I N  HOUSE COSTS $ 1,534,888 $ 846,135 $ 688,753 
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Kentucky Power Company 
2009 Ice Storm 

Detailed Restoration Costs - Q&M 
YTD September 

A 5 c 
Expensed Expensed Expensed 
Total Incremental Non-Incremental < (O&M) (O&W 

e Contracted Sewices 
Asplundh Tree Expert 

ACRT Inc. 

Area Wide Protective 

BFD Power Services Inc. 

Consumer's Energy 

Davis H. Elliot 

Hydaker Wheatlake Co. 

Lee Electrical Construction 

Mastec North America Inc 

Midwest Electric 

New River Electrical Corp 

Pike Electric Inc 

C.W. Wright Construction 

Other Contractors 
(i.e. excavating, environmental) 

TOTAL OUTSIDE CQNTWCTED SERVICES 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 

1,413,897 $ 
39,936.0 

4,211 $ 
0.0 

87,016 $ 
0.0 

969,971 $ 
5,994.3 

1,201,800 $ 
5,619.6 

671,441 $ 
8,349.2 

1,595,452 $ 
11,506.9 

33,087 $ 
401.4 

41,170 $ 
642.2 

436,709 $ 
3,532.3 

62,735 $ 
227.5 

496,710 $ 
6,435.8 

118,276 $ 
842.9 

204,366 $ 

1,120,043 9; 
31,636.0 

4,211 $ 
0.0 

87,016 $ 
0.0 

969,971 $ 
5,994.3 

1,201,800 $ 
5,619.6 

460,729 $ 
5,729.0 

1,595,452 $ 
11,506.9 

33,087 $ 
401.4 

41,170 $ 
642.2 

436,709 $ 
3,532.3 

62,735 $ 
227.5 

496,710 $ 
6,435.8 

118,276 4; 
842.9 

204,366 $ 

Exhibit 1 
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293,854 
8,300.0 

0.0 

0.0 

0.0 

0.0 

210,712 
2,620.2 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

7,336,841 $ 6,832,275 $ 504,566 
Hours 83,4-88. 1 72,567.9 10,920.2 

Dollars -% ---- .-..-- 11--.11- m.. Fill - - I - - - -  P -..I=---- 

$ 8,871,729 $ 7,678,410 $ 1,193,319 

$ - $  - $  

$ 8,871,729 $ 7,678,410 $ 1,193,319 



KPSC Case No. 2009-00459 
Commission Second Set of Data Request 

Dated February 12, 2010 
Item No. 77 

Page 8 of 15 

I n  House Costs  Regular Time 
Salary E Wages 

Overtime 

Kentucky Power Company 
2009 Wind Storm 

Detailed Restoration Costs - Total 
YTD September 

Exhibit 1 
Page 6 of 13 

A B C a A+B+C+D 
Total Cost 

(Capital) (Removal) (O&M) to Restore 

Capitalized Accumulated Expensed Deferred 
Depreciation Asset 

Salary &Wage STFringes $ 6,626 $ 3,032 $ 9,841 $ - $  19,499 
Overheads OTFringes $ 6,123 $ 2,917 $ 31,542 $ - $  40,582 

Other Labor Fringes $ 378 $ 194 $ 2,121 $ - $  2,693 
Incentives $ 2,778 $ 1,451 $ 34,618 $ - $  38,847 

ConstructionlRetirement $ 125,806 $ 8,747 $ - $  - $  134,553 
All Other Overheads $ 3,202 $ 1,566 $ 84,671 $ - $  89,439 

Total Salary I?x Wages $ 212,720 $ 35,063 $ 875,924 $ - $ 1,123,707 

Transportation 
Total Transportation 

Fleet $ 14,557 $ 5,998 $ 147,692 $ - $  168,247 
$ 14,557 $ 5,998 $ 147,692 $ - $ 168,247 

Other Cost Category Cell Phone $ 4,045 $ 1,485 $ 9,912 $ - $  15,442 

Employee/Contmctor Exps $ 13,838 $ 6,011 $ 128,911 $ - $  148,760 
Total Other Cost Category $ 17,883 $ 7,496 $ 138,823 $ - $ 164,202 

External Communications $ - $  - $  - $  - $  

'Werials  E Towers, Poles, 
,plies &Fixtures 

Overhead Conductors 
& Devices 

Poles $ 27,359 $ - $  - $  - $  27,359 
Crossarms $ 3,201 $ - $  - 9  - $  3,201 

Wire $ 20,992 $ - 8  - $  - $  20,992 
cutouts $ 7,833 $ - $  227 $ - $  8,060 
Splices $ 16,121 8 - 8  4,235 $ - 5  20,356 

Other $ 21,421 $ - 9  11,709 $ - $  33,130 

Line Transformers $ 61,759 $ - $  - $  - 9 ;  61,759 

Services $ - 4  - $  - 8  - $  

Meters $ - 8  - 8  - $  - $  

Cost of Providing 
Temporary Electric Svc 

TOTAL I N  HOUSE COSTS 

Lighting E Signal 
Systems 

Other 
Total Materials 

$ 18,455 $ (1,920) $ 28,452 $ - $  44,987 
$ 177,141 $ (1,920) $ 44,623 $ - $ 219,844 

8 - $  - $  - $  - $  

$ 422,301 $ 46,637 $ 1,207,062 $ - $ 1,676,000 



KPSC Case No. 2009-00459 
Commission Second Set of Data Request 

Dated February 12, 2010 
Item No. 77 

Page 9 of 15 

Outside Contracted Services  
Asplundh Tree Expert 

ACRT Inc  

Area Wide Protective 

Entergy Arkansas 

Entergy Mississippi 

Davis H. Elliot 

Entergy Texas 

Gulf States Power 

Mastec Nortii America Inc 

Henkels & McCoy Inc. 

New River Electrical Cor0 

Pi le Electric Inc 

Riggs Distler & Company 

Killen Contractors Inc 

Other Contractors 
(Le. excavating, environmental) 

TOTAL OlJTSlDE CONTRACTED SERVICES 

Recorded Restoration Cos t s  

Estimated Cost  Yet To Be Recorded 

Total Restoration Costs 

Kentucky Power Company 
2009 Wind Storm 

Detailed Restoration Costs - Total 
YTD September 

Exhibit 1 
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~ -~ - 

A B C D A+B+C+D 
Capitalized Accumulated Expensed Deferred Total Cost 

(Capital) (Removal) (OIM)  to Restore 
Depreciation Asset 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 

- 8  
0 0  

482 $ 
0.0 

15,329 $ 
0.0 

95,125 $ 
1,199 7 

97,013 $ 
1,207.2 

137,119 $ 
1,512 7 

2,355 $ 
27.7 

40,592 $ 
551.4 

31,165 $ 
279.4 

105,105 $ 
633.4 

4,392 $ 
0.0 

61,894 $ 
819 7 

64,365 $ 
376.3 

38,244 $ 
361.4 

17,800 $ 

- $  
0 0  

57 8 
0.0 

1,817 $ 
0.0 

11,278 $ 
142 2 

11,502 $ 
143.1 

16,256 $ 
179.3 

279 $ 
3'3 

4,813 $ 
65.4 

3,695 $ 
33.1 

12,461 $ 
75.1 

521 $ 
0 0  

7,338 $ 
97 2 

7,631 $ 
44.6 

4,534 $ 

2,110 $ 

42 8 

539,579 $ 
22,784.0 

1,532 $ 
0.0 

48,683 $ 
0 0  

302,104 $ 
3,810.1 

308,097 $ 
3,833.7 

435,470 $ 
4,804.0 

7,480 $ 
88.0 

128,915 $ 
1,751.2 

98,974 $ 
887.4 

333,796 $ 
2,011.5 

13,950 $ 
0.0 

196,567 $ 
2,603.2 

204,415 $ 
1,195.1 

121,458 $ 
1,147.8 

56,531 $ 

" $  
0.0 

- 8  
0.0 

- $  

- $  

- 8  

0.0 

0.0 

0.0 

- 9  

- $  

- $  

- $  

0.0 

0.0 

0 0  

0.0 

- 8  

- $  

- $  

0.0 

0 0  

0.0 

- $  

- 8  

- $  

0 0  

0.0 

539,579 
22,784.0 

2,072 
0.0 

65,830 
0.0 

408,507 
5,152.0 

416,611 
5,184 0 

588,846 
6,496.0 

10,115 
119.0 

174,320 
2,368.0 

133,833 
1,200.0 

451,362 
2,720.0 

18,863 
0.0 

265,800 
3,520.0 

276,411 
1,616.0 

164,237 
1,552.0 

76,442 

$ 1,133,284 $ 130,929 $ 4,004,615 $ - $ 5,268,828 

$ - $  - $  - 5  - $  

- $ 5,268,828 $ 1,133,284 $ 130,929 $ 4,004,615 $ 



]In House Costs Regular Time 
Salary &Wages 

Overtime 

Salary &Wage 
Overheads 

Transportation 

Other Cost Category 

Materials I3 
Supplies 

Kentucky Power Company 
2009 Wind Storm 

Detailed Restoration Costs -I O&M 
YTD September 

Total Salary & Wages 

Total Transportation 

Dollars 
Hours 

Dollars 
Hours 

ST Fringes 
OT Fringes 

Other Labor Fringes 
Incentives 

Construction/Retirement 
All Other Overheads 

Fleet 

Cell Phone 
External Communications 

Ernployee/Contractor Exps 
Total Other Cost Category 

Towers, Poles, 
& Fixtures 

Overhead Conductors 
.% Devices 

bine Transformers 

Services 

Meters 

Lighting e( Signal 
Systems 

Other 
Total Materials 

Cost of Providing 
Temporary Electric Svc 

Poles 
Cross arms 

Wire 
cutouts 
Splices 
Other 

KPSC Case No. 2009-00459 
Commission Second Set of Data Request 

Dated February 12, 2010 
Item No. 77 

Page 10 of 15 

A B C 
Expensed Expensed Expensed 

Total Incremental Non-]incremental 
(O&W (O&M) (O&M) 

132,864 $ - 4 ;  132,864 
4,769.5 0.0 4,769.5 

2- - -. - .* - .. .- -. -. . -. . -. - - m .  -. . -. . - 
e 580267 $ 580,267 $ ..................................... 

21,199.2 21,199.2 0.0 

$ 9,841 $ - $  9,841 
$ 31,542 $ 31,542 $ 

$ 34,618 $ - $  34,618 

$ 84,671 $ - $  84,671 
$ 875,924 $ 611,809 $ 264,115 

$ 2,121 $ - $  2,121 

$ - $  - $  

$ 147,692 $ 12,284 $ 135,408 
$ 147,692 $ 12,284 $ 135,408 

$ 9,912 $ - $  9,912 
$ - $  - $  

128,911 $ 128,911 $ 4 
$ 138,823 $ 128,911 $ 9,912 

$ - $  - $  
$ - $  - 9 ;  

$ 
$ - $  - $  

$ 
$ 

$ - $  - $  
4; 

$ - $  - $  
$ 

$ - $  " $  
4; 

$ - $  - $  
$ 
$ 

$ 

$ 227 $ 227 $ 
$ 4,235 $ 4,235 $ 

11,709 $ 11,709 $ 

28,452 $ 28,452 $ 
$ 44,623 $ 44,623 $ 

$ - $  - $  

Exhibit 1 
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TOTAL I N  MOUSE COSTS $ 1,207,062 $ 797,627 $ 409,435 



Kentucky Power Company 
2009 Wind Storm 

Detailed Restoration Costs '- O&M 
TPD September 

Outside Contracted Sewices 
Asplundh Tree Expert 

ACRT Inc. 

Area Wide Protective 

Entergy Arkansas 

Entergy Mississippi 

Davis H. Elliot 

Entergy Texas 

Gulf States Power 

Mastec North America Inc 

Henkels & McCoy Inc. 

New River Electrical Corp 

Pike Electric Inc 

Riggs Distler & Company 

IKiilen Contractors Inc. 

Other contractors 
(Le. excavating, environmental) 

TOTAL OUTSIDE CONTRACTED SERVICES 

'ecorded Restoration Costs 

Estimated Cost Vet To Be Recorded 

Total Restoration Costs 

IKPSC Case No. 2009-00459 
Commission Second Set of Data Request 

Dated February 12, 2010 
Item No. 77 

Page 11 of 15 

A 5 c 
Expensed Expensed Expensed 

Total Incremental Non-Incremental 
(OgM) (O&M) (OGW 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 

539,579 $ 
22,784.0 

1,532 $ 
0.0 

48,683 $ 
0.0 

302,104 $ 
3,810.1 

308,097 $ 
3,833.7 

435,470 $ 
4,804.0 

7,480 $ 
88.0 

128,915 $ 
1,751.2 

98,974 $ 
887.4 

333,796 $ 
2,011.5 

13,950 $ 
0.0 

196,5G7 $ 
2,603.2 

204,415 $ 
1,195.1 

121,458 $ 
1,147.8 $ 

56,531 

437,212 $ 
18,461.5 

1,532 $ 
0.0 

48,683 $ 
0.0 

302,104 $ 
3,810.1 

308,097 $ 
3,833.7 

347,874 $ 
3,837.7 

7,480 $ 
88.0 

128,915 .$ 
1,751.2 

98,974 $ 
887.4 

333,796 $ 
2,011.5 

13,950 $ 
0.0 

196,567 $ 
2,603.2 

204,415 $ 
1,195.1 

121,458 $ 
1,147.8 $ 

56,531 $ 

102,367 
4,322.5 

0.0 

0.0 

0.0 

0.0 

87,596 
966.3 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

$ 2,797,553 $ 2,G0?,588 $ 189,965 
44,916.0 39,627.2 5,288.8 

_____.-_.-_.-__----..-----~--.-.-- 

$ 4,004,615 .$ 3,405,215 .$ 599,400 

$ - $  - $  

$ 4,004,615 $ 3,405,215 $ 599,400 
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KPSC Case No. 2009-00459 
Commission Second Set of Data Request 

Dated February 12, 2010 
I tem No. 77 

Page 12 of 15 

I n  House Costs 
Salary & W a g e s  

Transportation 

Other  Cost Category 

.&!rials & 
Supplies 

Cost of Providing 
Temporary Electric Svc 

TOTAL I N  HOUSE COSTS 

Regular Time 

Overtime 

Salary & Wage 
Overheads 

Total Salary & Wages 

Total Transportation 

Total Other Cost Category 

Towers, Poles, 
& Fixtures 

Overhead Conductors 
& Devices 

Line Transformers 

Services 

Meters 

Lighting &Signal 
Sys tems 

Other 
Total Materials 

Kentucky Power Company 
2009 Thunder Storm 

Detailed Restoration Costs - Total 
M D  September 

Exhibit 1 
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A B C D A i B i C C D  
Total Cost 

(Capital) (Removal) (O&W to Restore 

Deferred Capitalized Accumulated Expensed 
Depreciation Asset 

10960 $ 3,098 $ 38,627 $ - $  52,685 
Hours 372.0 105.0 1,341.9 0.0 1,8 18.9 

58284 $ 16506 $ 183,788 $ - 9  258,578 - L . - 
Hours 1,401.2 396.5 4,640.3 0.0 6,438.0 

Dollars 2 

Dollar5 , A .  - 
-. . - L. - -. -. -. . -. - - -. - - - _. . - -. - - - - - . . -. - - (. . -. . - - - - -. . 

- -. - .L . . - -. -. - - - -. . -. . -. - - *. - - - -. . -. . -. .. , 
ST Fringes $ 4,248 $ 1,201 $ 946 $ - $  6,395 
OT Fringes $ 6,480 $ 1,835 $ 2,081 $ - $  10,396 

Other Labor Fringes $ 9 $  3 $  - $  13 
Incentives $ 943 $ 259 $ 3,178 $ - $  4,380 

Construction/Retirement $ 107,274 $ 17,340 $ - $  - $  124,614 
All Other Overheads $ (439) $ (124) $ 7,182 $ - $  6,619 

$ 187,759 $ 40,118 $ 235,803 $ - $ 463,680 

Fleet $ 16,528 $ 4,413 $ 54,391 $ - $  75,332 
$ 16,528 $ 4,413 $ 54,391 $ - $  75,332 

Cell Phone $ 332 $ 85 $ 1,228 $ - $  1,645 
External Communications $ - $  - $  - $  - $  

Employee/Contractor Exps $ 16,761 $ 4,770 $ 30,954 $ - $  52,485 
$ 17,093 $ 4,855 $ 32,182 $ '. $ 54,130 

Poles $ 26,496 $ - $  - $  - $  26,496 
Cross arms $ 5,712 $ - $  - $  - $  5,712 

Wire $ 19,160 $ - $  - $  - $  19,160 
Cutout5 $ 6,544 $ - $  - $  - $  6,544 
Splices $ 8,332 $ - $  - $  - $  8,332 

Other $ 44,897 $ - $  10,074 $ - $  54,971 

$ 36,699 $ - $  - $  - $  36,699 

$ - $  - $  - $  - $  

$ - $  - $  - $  - $  

$ - 9  - $  - $  - $  

$ 60,233 $ (5,057) $ 1,686 $ - $  56,862 
$ 208,073 $ (5,057) $ 11,760 $ - $ 214,776 

!$ 429,453 $ 44,329 $ 334,136 $ - $ 807,918 



Outside Contracted Services 
Asplundh Tree Expert 

Area Wide Protective 

Eowlin Energy LLC 

Davis H. Elliot 

Fischel 

N.G. Gilbert 

Mastec North America Inc  

New River Electrical Corp 

Pike Electric I n c  

Other Contractors 
(Le. excavating, environmental) 

TOTAL OUTSIDE CONTRACTED SERVICES 

Recorded Restoration Costs 

Estimated Cost Yet  To Be Recorded 

Total Restoration Costs 

Kentucky Power Company 
2009 Thunder Storm 

Detailed Restoration Costs - Total 
VTD September 

KPSC C,ase No. 2009-00459 
Commission Second Set of Data Request 

Dated February 12, 2010 
I tem No. 77 

Page 13 of 15 
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A B C D A+B+C+D 
Capitalized Accumulated Expensed Deferred Total Cost 

(O&W to Restore 
Depreciation Asset 

(Capital) (Removal) 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 

- $  
0.0 

10,346 $ 
0.0 

77,208 $ 
504.4 

168,306 $ 
1,672.3 

25,028 $ 
190.2 

29,222 $ 
207.9 

15,465 $ 
154.8 

692 $ 
4.7 

60,336 $ 
791.9 

3,238 $ 

- $  
0 0  

2,921 $ 
0.0 

21,800 $ 
142.4 

47,521 $ 
472.2 

7,067 $ 
53.7 

8,251 $ 
58.7 

4,366 $ 
43.7 

195 $ 
1.3 

17,036 $ 
223.6 

914 $ 

274,309 $ 
8,064.0 

24,149 $ 
0 0  

180,215 $ 
1,177.2 

392,852 $ 
3,903.5 

58,419 $ 
444.0 

68,209 $ 
485.4 

36,097 $ 
361.4 

1,616 $ 
11.0 

140,833 $ 
1,848.5 

7,557 $ 

- $  

- $  

- $  

- $  

- $  

- $  

- $  

- $  

- $  

- $  

0 0  

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

274,309 
8,064.0 

37,416 
0.0 

279,22 3 
1,824.0 

608,680 
6,048.0 

90,513 
688.0 

105,682 
752.0 

55,928 
560.0 

2,504 
17.0 

218,205 
2,864.0 

11,709 

- 2. --:@?:E?. , Dollars $ 389,841 $ 110,072 $ 1,184,256 $ 
3,526 $ 996 $ 16,295 $ 20,817.0 Hours ,2.. - -. -. - _. . . - -. -. . -. . - - - - *. - - - -. . - - - -. . - .z - 

$ 819,294 $ 154,401 $ 1,518,392 $ - $ 2,492,087 

$ - $  - 4  - $  - $  

$ 819,294 $ 154,401 $ 1,518,392 $ - $ 2,492,087 



KPSC Case No. 2009-00459 
Commission Second Set of Data Request 

Dated February 12, 2010 
Item No. 77 

Page 14 of 15 

I n  House Costs Regular Time 
Salary & Wages 

Overtime 

Transportation 

Other Cost Category 

Materials & 
Suppiies 

Salary &Wage 
Overheads 

Kentucky Power Company 
2009 Thunder Storm 

Detailed Restoration Costs - O&M 
YTD September 

Total Salary 81 Wages 

Total Transportation 

A B C 
Expensed Expensed Expensed 

Total Incremental Won-Incremental 
( O f W  (O&W (O&W 

183,788 $ 183,788 $ Dollars 2..- ._ _. _ _  -. . -. . -. . -I. -. - -. .-. . --., 
Hours 4,640.3 4,640.3 0.0 

STFringes $ 946 $ - $  946 
OTFringes $ 2,081 $ 2,081 $ 

Constructian/Retirement $ - 8  - $  

Other Labor Fringes $ 1 $  " $  1 
Incentives $ 3,178 $ - $  3,178 

All Other Overheads $ 7,182 $ - $  7,182 
!$ 235,803 !$ 185,869 $ 49,934 

Fleet $ 54,391 $ 2,967 $ 51,424 
$ 54,396 !$ 2,967 !$ 56,424 

Cell Phone $ 1,228 $ - $  1,228 
External Communications $ - $  - $  

Employee/Contractor Exps $ 30,954 $ 30,954 $ 
Total Other Cost Category $ 32,182 $ 30,954 $ 1,228 

Towers, Poles, 
& Fixtures 

Overhead Conductors 
& Devices 

Line Transformers 

Services 

Meters 

Lighting & Signal 
Systems 

Other 
Total Materials 

Cost of Providing 
Temporary Electric Svc 

TOTAL IN HOUSE COSTS 

Poles $ - $  - $  
Cross arms $ - 8  - $  

$ 
Wire $ - $  - $  

cutouts $ - $  - $  
Splices $ - $  - $  

$ 
$ - $  - $  

8 
$ - $  - $  

4; 
$ - $  - $  

$ 
$ - 8  - $  

$ 
$ 

16,760 $ 11,760 !$ 

10,074 $ 10,074 $ Other $ 

$ 1,686 $ 1,686 $ 
$ 

4; - $  - $  

!$ 334,136 $ 231,550 $ 102,586 
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Kentucky Power Company 
2009 Thunder Storm 

Detailed Restoration Costs - O&M 
YTD September 

Outside Contracted Services 
Asplundh Tree Expert 

Area Wide Protective 

Bowiin Energy LLC 

Davis H. Elliot, 

Fischel 

N.G. Gilbert 

Mastec North America Inc 

New River Electrical Corp 

Pike Electric Inc 

Other Contractors 
(!.e. excavating, environmental) 

TOTAL OUTSIQE CONTRACTED SERVICES 

Recouded Restoration Costs 

Estimated Cost Yet To Be Recorded 

Total Restoration Costs 

I<PSC Case No. 2009-00459 
Commission Second Set of Data Request 

Dated February 12, 2010 
Item No. 77 

Page 15 of 15 

A 5 C 
Expensed Expensed Expensed 

Total Incremental  Uon-Incremental 
(oaf9 (O&M) (oaw 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars $ 
Hours 

Dollars 9; 

274,309 $ 
8,064.0 

24,149 $ 
0.0 

180,215 $ 
1,177.2 

392,852 $ 
3,903.5 

58,419 $ 
444.0 

68,209 $ 
485.4 

36,097 
361.4 

1,616 $ 
11.0 

140,833 $ 
i ,84a.5 

7,557 $ 

233,764 $ 
6,872.1 

24,149 $ 
0.0 

180,215 $ 
1,177.2 

357,060 $ 
3,547.4 

58,419 $ 
444.0 

68,209 $ 
485.4 

36,097 $ 
361.4 

1,616 $ 
11.0 

140,833 $ 
1,848.5 

7,557 $ 

40,545 
1,191.9 

0.0 

0.0 

35,792 
356.1 

0.0 

0.0 

0.0 

0.0 

0.0 

$ 1,518,392 $ 1,339,469 $ 878,923 

$ - $  - $  

!$ 1,518,392 $ 1,339,469 $ 178,923 

Exhibit 1 
Page 13 of 13 
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Refer to page 10 ofthe Wollllhas Testiiiioiiy aiid Section V, Worlcpaper S-4, page 34 

Esplaiii wliy it is appropriate to iiiclude aii adjustment for wage aiid salary iiicieases that occur 
seveii aiid eight iiioiiths after tlie eiid of the test year. 

RESPONSE 

The iiierit iiicreases constitute a luiowii and measurable adjustnieiit that reflects costs that the 
iitility will incur, aiid will be a part of the Compaiiy's expenses, in the first year that iiew rates 
will be iii eC€ect. 

WITNESS: Raiiie I<. Woludias 
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Kentucky Power Company 

REQUEST 

Refer to the Direct Testiiiioiiy of Hugh E. McCoy, pages 18-22; page 5 of tlie Wolinhas Testimony; and 
Section V, Schedule 4, page I of the Application. 

a Beginning on line 21 of page 20, Mr. McCoy states that I<eiitucl<y Power's [p]ension funcling 
shoitfall uiider FAS 87 grew substantially over the period 2000-2003 I . ' I  Beginning on line 22 
of page 18, Mr. McCoy states that the additional cash contributions o f  $1 5,390,035, which 
I<eiitucky Power pioposes to include in its rate base, were made in 2005. Uncler the conditions 
clesci ibed by MI-. McCoy, explain in cletail why the company did not iiiake the aclclitional cash 
contributions prior to 2005. 

13 . Provide the specific clates in 2005 011 which I<entucly Power made these additional cash 
conti-ibiitions to its pelision fund. 

C. If these cash contributions were made in 2005 to address funcling shortfalls that occurrecl cliiring 
2000-2,003, explain how tliis reflects the pension plaii's "pre-hicling status" as referenced at lilies 
1-3 of the Wolinlias Testimony. 

cl . These contributions, in the amount of$15,390,035, have been on Kentucky Power's books since 
2005. Explain what changes, if any, might occur i n  the ftittire that will affect this account balance. 

RESPONSE 

a. The Company's pension plan was adequately fincled prior to the December 2002 pension funcling 
slioi-tfall. The funding level improved during 2003; and the improvement was expected to 
continue over the next few years through noi-mal marltet fluctuations. Accordingly, no aclclitional 
contributions were made. However, in 2004, tlie funding shortfall increased, so that at the end of 
the year the shortfall was worse than it had been at the elid of 2002. This 2004 funcling shortfall 
iiicrease occurrecl largely as a result of ai1 uinanticipated decliiie in  interest rates. At that time, it 
became clear that the situation required a significant aclrlitional contribution. 

b. The coiiipaiiy's pensioii contributions in 2005 were made quai-terly, as follows. 
March 30 $ 3,045,764 
June 30 3,045,764 
September 30 3,045,764 
Decembei 29 6,638,236 
Total $1 5.775528 
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The total pi-epic1 pension asset declinecl to $1 5,390,035 by September 30, 2009 as clesci-ibecl in the 
Conipany's answer below to Par1 d. of this question. 

c The "pie-funcling status" that Witness Wohnlias refers to i n  his testimony is the $1 5,390,035 131 epaid 
pension asset to be incluclecl in prepayments. The prepaid pension asset, which IS eqiial to the 
cumulative amount of pcnsion contributions beyond the cumulative amount of FAS 87 pension 
cost, is largely the result ofthe 2005 contributions. 

cl In  accordance with FAS 87, the prepaid pension asset is equal to tlie cuiiirrlative amount of pension 
contributions beyond the cumulative amount of FAS 87 pension cost. As such, the p i  cpaicl 
pension asset balance increases by the amount of cash pension contributions and cleci eases by tlie 
aiiioLiiit of acciued FAS 87 cost. 

Accoi-cliiigly, the amount of the prepaicl pension asset increases i n  the future to the extent that cash 
~ieension coiitrib~itions exceed the amount of accrued FAS 87 pension cost. Changes that corrlcl OCCLII.  that 
\vo~ilcI result in cash contributions beyond the aiiiount of pension cost inclucle minimiim ~ieiision 
contributions required by ERISA and discretionary contributions. Minimrrm pension contribtrtioiis occtir 
iii certain iinclerfwicliiig situatioiis i n  accordance with the Pension Protection Act. Required minimiim 
contributions in excess of pension cost are projected for the Company for 201 I and 201 2 but  may vary 
significantly based on fiiture marltet returns. 

Discretionary contributions O C C L I ~  when an employer iiialtes adclitional contributions beyond the min iniiim 

reqiiirecl in orcier to improve the pension's funded statrrs. This corrld O C C L I ~  when Congress temporarily 
reduces the noriiial aiiiount of miiiiiiiuiii required contributions. This was the case in 2005, ~vlien tlie 
Coinpany macle discretionary contributions srifficieiit to eliminate tlie pension fiii~cli~ig sfiortfal I .  

On the other hand, tlie amount of tlie prepaid pemiori asset decreases in the future to the extent that the 
amount of FAS 87 peiision cost exceeds cash contributions. This co~ilcl occiir when pension cost inclucles 
aiiioi-tization o f  investment iiiarltet retrim losses srich as those experienced during the difficu It market of 
2008. FAS 87 defers the effects of unanticipated investment losses (or gains) and amortizes them to 
pension cost over a period of years. This FAS 87 deferral and ainoi-tization results in  a smoothing of 
~iension cost as marltets fluctuate over time. 

As a result of FAS 87's pension cost smoothing, the effects of investment gains or losses generally are 
reflectecl i n  pension coiitrib~~tioris more quickly than they are reflected in peiision cost. As sLicIi, peiision 
cost is rarely equal to the amount of pension contributions for a particular year. The result is a FAS 87 
prepaid pension asset when c~imi.ilative contributions exceed cumulative Iiensioii cost, 01- a FAS 87 
acci-Lied pension liability wlien cumulative pension cost exceeds cuiiiiilative pension conti-ibtitions. Over 
time, equilibrirriii shortlcl be reachecl, as pension cost aiid pension contributions shotrlcl be about the saiiie 
over an employee's career. 

WITNESS: Hugh E McCoy 
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ower Company 

REQUEST 

Refer to page 13 of the I-Ieiiderson Testimony, specifically, his discussion of the reasons for the 
proposed increase iii the coiiiposite depreciation rate for Traiisiiiissioii Plaiit. 

a. 
lives for Accounts 353, 354, and 355. 

Ideiiti fy and describe tlie factors that contributed to the reductions in the average service 

b. 
ieflected in the proposed depreciatioii rates. 

Explain wliy the period 1994-2008 was nsed in developing the iiicreasecl reiiioval costs 

a. The Company's current average service lives are based 011 a 1989 deprecialioii study. Mr. 
I-Ieiidersoii did iiot specifically identify factors that caused the results oC tlie current li re 
aiialyses to change over tlie past 19 years. 

b. The 15 year period of 1994-.2,008 provides representative data to estimate future gross 
salvage aiid cost of removal (both increases aiid decreases) for tlie Company's property. 

TNESS: James E Heiidersoii 
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RE QUEST 

Refer to page 78 o€ 350 of the depreciatioii scliedule attached to the I-Ieiidersoii Testimony. 

Given that retireiiients for Accouiit 3.54, Towers aiid Fixtures, are described as "iiiiiiiiiial" and 
"limited," explaiii how Mr. Heiidersoii was able to derive the 75 percent gross removal 
percentage. 

RESPONSE 

Please refer to page 7, Iteiii 5 in Section I1 o€ Exhibit JEI-I-1 in the direct testiiiioiiy of Witness 
I-Ieiidersoii for an explanation o f  how net salvage was estiiiiated for all accounts. 

Please also re€er to page 104 of 350 of the Depreciation Study for the calculatioiis for 
Traiisiiiissioii Plant net salvage €or the derivation of the 75% gross reiiioval percentage. 

WITNESS: James E I-Ieiiderson 


