ATTORNEYS

November 5, 2012

s

HAND DELIVERED R

—_.

Jeff R. Derouen

Executive Director

Public Service Commission
211 Sower Boulevard

P.O. Box 615

Frankfort, KY 40602-0615

NOV 5 2012

PUBLIC SERVICE
COMMISSICH

421 West Main Street
Post Gffice Box 634
Frankfort, KY 40602-0634
[502] 223-3477

[502] 223-4124 Fax
wwwy.stites,com

Mark R. Overstreet
(502) 209-1219

(502) 223-4387 FAX
moverstreet@stites.com

RE:  The Matter Of: The Application Of Kentucky Power Company For An Order
Approving Accounting Practices To Establish Regulatory Assets And Liabilities

Related To The Extraordinary Expenses Incurred By Kentucky Power Company
In Connection With Four 2012 Major Storm Events, Case No. 2012-00445

Dear Mr. Derouen:

Enclosed please find and accept for filing the original and eight copies of the Company’s

responses to the Staff’s data requests in the above matter.

Copies of the responses also are being served on counsel for Kentucky Industrial Utility
Customers, Inc. and the Office of the Attorney General along with a copy of this letter.

Please do not hesitate to contact me if you have any questiM—\ =

MRO

Enclosure

cc: Jennifer B. Hans (with enclosure)
Michael L. Kurtz (with enclosure)

Alexandria, VA Aglanta, GA Frankfort, KY Jeffersonville, IN Lexington, KY Louisville, KY

\ )

Nashville, TN Washington, DC



COMMONWEALTH OF KENTUCKY
BEFORE THE

PUBLIC SERVICE COMMISSION OF KENTUCKY

RECEIVED
NOV 05 2012

IN THE MATTER OF PUBLIC SERVICE
COMMISSION

THE APPLICATION OF KPCO FOR AN ORDER )
APPROVING ACCOUNTING PRACTICES TO )
ESTABLISH REGULATORY ASSETS AND )

LIABILITIES RELATED TO THE EXTRAORDINARY ) Case No. 2012-00445
EXPENSES INCURRED BY KPCO IN CONNECTION )
WITH FOUR 2012 MAJOR STORM EVENTS )

KENTUCKY POWER COMPANY RESPONSES TO COMMISSION
STAFF’S FIRST SET OF DATA REQUESTS

November 5, 2012



VERIFICATION

The undersigned, Ranie K. Wohnhas, being duly sworn, deposes and says he is the
Managing Director Regulatory and Finance for Kentucky Power, that he has personal
knowledge of the matters set forth in the forgoing responses for which he is the identified
witness and that the information contained therein is true and correct to the best of his

il WS

Ranie K. Wohnhas

information, knowledge, and belief

COMMONWEALTH OF KENTUCKY )
) CASE NO. 2012-00445
)

COUNTY OF FRANKLIN

Subscribed and sworn to before me, a Notary Public in and before said County
and State, by Ranie K. Wohnhas, this the/* day of November 2012.

Q—/@%ﬁ /;7/7/ m@u/{;ﬁi YL
Lﬁ( otary ](?/ﬁblic ]

My Commission Expires: % A 5/30)(5
v f

Notary Public 3
b o J.udy K Rosguist ;
b “l‘,r‘am'aj’ Large, Kentucky

"1y LOMMIssion Expires on Jan, 23, 2013
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KPSC Case No. 2012-00445

Commission Staff First Set of Data Requests
Order Dated October 26, 2012

Item No. 1

Page 1 of 1

Kentucky Power Company

REQUEST

Refer to paragraph 1 of the application. Provide the approximate number of customers by
overhead and underground service.

RESPONSE

As of the end of October 2012, approximately 150,107 Kentucky Power customers
receive service via an overhead service and 22,600 customers were served by an

underground service.

WITNESS: Ranie K Wohnhas



KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 2

Page 1 of 1

Kentucky Power Company

REQUEST

Refer to paragraph 4 of the application. Provide the number of overhead service
drops for the last three calendar years, along with the underground services

RESPONSE

The following are the number of services installed for the last three years (2010,

2011, and YTD October 2012).

Overhead Services

2010 2,897
2011 2,539
YTD Oct. 2012 2,079
TOTAL 7,515

WITNESS: Ranie K Wohnhas

Underground Services
555
513
456
1,524



KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 3

Page 1 of 2

Kentucky Power Company

REQUEST

Refer to paragraph 4 of the application, which provides that out of 9,999 miles of
distribution lines owned by Kentucky Power, only 171 miles are below ground.
Explain why Kentucky Power has such a low percentage of its distribution lines
underground.

RESPONSE

Four factors led to the limited use by Kentucky Power of underground distribution lines.
First, the initial costs of underground facilities, as well as life-cycle replacement costs,
are considerably higher than overhead construction. This additional cost is the result of
the additional work required by underground installation, as well as more expensive
sectionalizing and overcurrent protective devices. An EEIl-sponsored report that was
available in 2009 found that burying overhead distribution lines costs about $1 million a
mile on average, or about 10 times what it costs to install overhead distribution lines.

Second, much of Kentucky Power’s service territory is mountainous and heavily forested,
with very rocky soils underlain with shallow layers of rock. As a result, excavation is
more time-consuming and expensive than in other areas of the Commonwealth, and
specialized equipment is required to excavate the soil to the depth required by the
National Electrical Safety Code for underground electrical cable. In addition, the rocky
soil requires special backfilling techniques and the use of conduit in all underground
installations to protect against premature cable failure as a result of rock movement in the
soil. Both of the these add to the costs of underground installation of distribution lines.
In 2009, Kentucky Power estimated that because of the difficult terrain and soil
conditions of its service territory, and the amount of 34.5 kV distribution line Kentucky
Power operates, its average cost of underground distribution lines would be $1,250,000,
or 25% more than the average cost reported by the EEI-sponsored report of such
underground facilities.

Third, the lifespan of underground primary conductors is markedly less than (30 years vs.
60-80 years) than that of above ground primary cables.



KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 3

Page 2 of 2

Finally, underground distribution systems are not necessarily more reliable than overhead
systems. Underground systems are usually built for aesthetic reasons, not to improve
reliability. Overhead lines have more exposure than underground lines to wind, ice, trees
and vehicle accidents. Underground lines tend to have fewer outages related to these type
problems, but the duration of outages tend to be much longer than with above ground
facilities. Underground lines are susceptible to damage from lightning strikes, animal
infestation, or contact, tree roots and excavation activities.

Kentucky Power affords customers and developers the option of selecting underground
service. Customers and developers choosing to do so must pay the cost differential
between underground and above ground service.

WITNESS: Ranie K Wohnhas



KPSC Case No. 2012-00445

Commission Staff First Set of Data Requests
Order Dated October 26, 2012

Item No. 4

Page 1 of 2

Kentucky Power Company

REQUEST

Refer to paragraphs 6 and 7 of the application, which reference the “2012 ‘Major Event
Day’ Storms.”

a.

Provide the Tmed threshold value for the reporting period at issue. Include in this
response the calculations to arrive at that value.

Provide the System Average Interruption Duration Index for each of the days
impacted by “the February 19, 2012 Snow Storm (February 19, 2012 -February 23,
2012), the March 2, 2012 Tornadoes and Windstorms (March 2, 2012 -March 7,
2012), the June ‘Derecho’ and July 1, 2012 Storms (June 29, 2012 - July 4, 2012),
and the July 5, 2012 Thunderstorms (July 5, 2012 -July 8, 2012).”

Is Kentucky Power aware of any other utilities that use this classification to
determine the Major Event Day?

RESPONSE

a.

The Kentucky Power Tmed threshold value for the 2012 calendar year is 5,027,567
minutes. The Tmed calculation utilzed by Kentucky Power is based upon the prior 5
years of outage data as specified in IEEE 1366 and is as follows:

1) Assemble the five most recent years of historical values of SAIDI/day. If less
than five years of data is available, use as much as is available.

2) Discard any day in the data set that has a SAIDI/Day of zero.
3) Find the natural logarithm of each value in the data set.

4) Compute the average (4, or Alpha) and standard deviation (4 or Beta) of the
natural logarithms computed in step 3.



KPSC Case No. 2012-00445

Commission Staff First Set of Data Requests
Order Dated October 26, 2012

Item No. 4

Page 2 of 2

5) Compute the threshold TMED = exp(Alpha + 2.5 * Beta).

6) Any day in the next year with SAIDI greater than the calculated TMED is a
major event day.

The actual calculation for 2012 is provided on the enclosed CD.

b. Date SAIDI
February 19 450.2
February 20 49.7
February 21 10.7
February 22 3.6
February 23 4.6
March 2 188.3
March 3 45.3
March 4 1.0
March 5 8.0
March 6 0.9
March 7 0.1
June 29 812.3
June 30 242.5
July 1 150.5
July 2 16.5
July 3 7.8
July 4 16.8
July 5 37.1
July 6 3.1
July 7 0.4
July 8 22.0

c.  All AEP affiliated companies use this method of calculation. It is Kentucky Power's
understanding that other utilities in the state are also using this calculation method.

WITNESS: Ranie K Wohnhas



KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 5

Page 1 of 1

Kentucky Power Company

REQUEST

Refer to paragraph 40 of the application.

a.

.

There is no deduction from Total Deferral Requested for any property and casualty

insurance proceeds. Does Kentucky Power maintain property and casualty insurance
on its distribution and transmission systems for storm damage? If yes, provide the
following:

(1) Amount of proceeds it can expect to receive for the storm damage;

(2) Amount of Kentucky Power’s deductible related to its property and casualty
Insurance; and

(3) The annual cost of Kentucky Power’s property and casualty insurance for 2012.

If no, explain why Kentucky Power does not carry property and casualty insurance
and provide the most recent quotes for such insurance.

RESPONSE

a.

b.

Yes

(1) Kentucky Power's property insurance covers damage to facilities within 1,000 ft.
of transmission and distribution substations and generating stations. Kentucky
Power does not expect to receive any proceeds for storm related damage due to
the fact the damage was outside of the 1,000 ft. range.

(2) Kentucky Power's deductible for storm related damage is $2,500,000.

(3) The annual cost of property insurance for the period of July 1, 2011 - July I,
2012 is $16,450,1006, of which $559,288 was allocated to Kentucky Power.

N/A

WITNESS: Ranie K Wohnhas



KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

[tem No. 6

Page 1 of 1

Kentucky Power Company

REQUEST

Refer to paragraph 47 of the application. During Kentucky Power’s fiscal year ending December
31, 2011, what was the date the last adjustment was made to the December 31, 2011 financial
results?

RESPONSE

The 2011 fiscal year for Kentucky Power ended on December 31, 2011. The accounting records
for 2011, through the standard monthly process, closed on January 10, 2012. The 2012 fiscal
year for Kentucky Power will end on December 31, 2012. The accounting records (O&M
expense entries) for December 2012 are to be entered by the 3rd working day of Januvary 2013
(January 4th), and the books are scheduled to close on January 9, 2013.

WITNESS: Ranie K Wohnhas



KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 7

Page 1 of 12

Kentucky Power Company

REQUEST
Refer to page 17, paragraph 1, of the application.

a.  When does Kentucky Power anticipate that all actual expenses related to the four major
2012 storms will be recorded in Kentucky Power’s books?

b. Provide updates to the schedules included in paragraphs 14, 24, 31, 36, 38 and 40 for any
estimated expenses included in those schedules for which the actual amounts have been
recorded since the application was filed.

RESPONSE

a. The Company anticipates that all actual expenses will be booked by the end of the year.
Currently, there is one contractor that has yet to issue its final storm invoice.

b.

Schedule, Paragraph 14 (NOTE: No changes in this schedule from
original filing)

Account No. Expenditure

5800000 $445

5880000 $83,892

5930000 $4,065,437

9030001 $2,824

9350001 $845

Total $4,153,443



KPSC Case No. 2012-00445
Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012
[tem No. 7
Page 2 of 12
Schedule, Paragraph 24

Account No. Expenditure
5830000 $16,662
5880000 $257,850
5930000 $3,076,002
5970000 $1,820
5980000 $269
9030001 $735

Total $3,353,338

Schedule, Paragraph 31

Account No. Expenditure
5630000 $1,505
5730000 $1,898
5800000 $525
5880000 $2,497,793
5910000 $5,783
5930000 $3,319,383
9030001 $1,792
9210001 $34
9220001 $(732)
9350013 $1,545
Total $5,829,526

Schedule, Paragraph 36

Account No. Expenditure
5880000 $231,000
5930000 $688,417

Total $919,417



Schedule, Paragraph 38
Account No.

5630000

5730000

5800000

5830000
5880000
5910000
5930000
5970000
5980000
9030001
9210001
9220001
9350001
9350013
Total

Schedule, Paragraph 40
Total Expenses Recorded

Account

KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 7

Page 3 of 12

Expenditures

Overhead Line Expense $1,505
Maint. Of Misc. Trans. Plant $1,898
Oper. Supervision & $970

Engineering

Overhead Line Expense $16,662
Miscellaneous Distrib. Exp  $3,070,535
Maintenance Of Structures  $5,783
Maint. Of Overhead Lines  $11,149,239
Maint. Of Meters $1,820
Maint. Of Misc. Distrib. $269

Plant

Customer Orders & $5,351

Inquiries

Office Supply & Exp -- Not  $34

Associated

Admin. Exp. Trnsf To $(732)

Construction

Maint. Of Structures - $845

Owned

Maint Of Comm. Equip. $1,545

Unallocated

Estimate of Billings Yet To Be Received

Subtotal:

Less: Normal Dist O&M Expense

Less: Storm Expense Currently In Base

Rates

Total Deferral Requested

$14,255,724

$11,784,724
$2,471,000
$14,255,724
$1,229,702

$904,953

$12,121,069



KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

[tem No. 7

Page 4 of 12

Please see pages 3 through 10 of this response for the detail information to support the schedules
listed above. The Total Deferral Requested has been reduced from $12,808,101 to $12,121,069.
The reduction is mainly due to a shift in the costs from O&M to Capital for the 3/2/12 Tornado
and Wind Storm. For any major storm, all costs are initially allocated on an estimated split
between O&M, Capital, and Retirement. After all material costs have been reconciled for the
storm; reviews of these costs determine the final actual split between O&M, Capital, and
Retirement.

WITNESS: Ranie K Wohnhas



KPSC Case No. 2012-00445
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KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

[tem No. 8

Page 1 of 1

Kentucky Power Company

REQUEST
Refer to Exhibit 2, page 1, of the application.

a.  Provide a description of the type of costs included in the Other Cost Category on the lines
titled “Lump Sum Pmts,” “Employee Expenses,” and “Misc.”

b. Provide a description of the type of costs included in the Materials & Supplies Category on
the line titled “Other.”

RESPONSE

a.  Lump Sum Payments include payments made to internal employees for meal allowances.
Employee Expenses include costs for employee and contractor hotel rooms, purchases of
food, soft drinks, consumable items, and restaurant meals purchased off site. Miscellaneous
includes charges for non-AEP vehicle expenses rented by contractors or AEP Employees.

b. Materials & Supplies - Other includes items issued through the Company's storeroom
facilities, including insulators, lightning arresters, hardware (nuts, bolts, washers, and
clevises), personal protective equipment (safety glasses, gloves, and hard hats), cases of
drinking water, outdoor dusk-to-dawn lights, street lights, and meter bases.

WITNESS: Ranie K Wohnhas
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Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 9

Page 1 of 1

Kentucky Power Company

REQUEST

Refer to Exhibit 2, page 2, of the application. Provide an explanation as to why D. H.
Elliott’s amount in column C titled “Expense” is different from the amount in the second
column C also titled “Expense.”

RESPONSE

D.H. Elliot has a complement of employees normally assigned to Kentucky Power as its
"in-house" contractor crews. These crews typically work a straight-time §-hour day
during the Monday-Friday work week, excluding holidays and weekends. The difference
in the "Total Cost" column C and "Incremental Cost" column C amounts is the sum of the
Expense costs for routine work days that occurred over the duration of the storm event.
These non-weekend, non-holiday hours would have been worked as regular working
hours if the storm had not occurred and are in base rates. The costs for these hours are
subtracted from the total cost in the first column C to yield the amount in the second
column C. The labor costs remaining in the second column C are considered to be
incremental to the storm event.

WITNESS: Ranie K Wohnhas



KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 10

Page 1 of 1

Kentucky Power Company

REQUEST

Refer to Exhibit 2, page 2, of the application.

a.

Does Kentucky Power normally have any Asplundh employees working on its electrical
facilities and reflected in its 2012 budget outside of any storm restoration activities?

b. Provide an explanation as to why Asplundh’s amount in the first column C titled “Expense”
is the same amount as the amount in the second column C also titled “Expense.”

RESPONSE

a. No.

b.  Under the Commission’s June 28, 2010 Order in Case No. 2009-00459, Kentucky Power

committed to spend $17.2 million a year on distribution vegetation management operation
and maintenance. These costs are in the Company’s base rates. Asplundh Tree Expert Co.
(“Asplundh”) is the forestry contractor performing right-of-way tree clearing and trimming
in comnection with these vegetation management efforts. Because the vegetation
management work performed by Asplundh is required to be performed under the terms of
the Commission’s Order in Case No. 2009-00459, and cannot be deferred until a later year,
none of Asplundh’s vegetation management work is displaced by its storm restoration work
on behalf of Kentucky Power. That is, Asplundh will perform both the storm restoration
work and its contracted work under the Company’s vegetation management plan. Thus, all
storm restoration work performed by Asplundh is incremental to its vegetation management
work. As aresult, the two columns are identical.

By contrast, much of the storm restoration work performed by Davis H. Elliot Company, Inc.
(“Elliot™) displaces other work that is in base rates and that otherwise would have been
performed by Elliot but for the storm. Thus, only a portion of the Elliot work is incremental.

WITNESS: Ranie K Wohnhas
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Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 11

Page 1 of 1

Kentucky Power Company

REQUEST

Is the methodology used by Kentucky Power in calculating the deferral request of
$12,808,101 in the current proceeding the same methodology used in Case No. 2009-
00352", in which the Commission approved a $10,306,227 regulatory asset?

RESPONSE

Yes.

WITNESS: Ranie K Wohnhas

'Case No 2009-00352, Application of Kentucky Power Company for an Order Approving Accounting
Practices to Establish Regulatory Assets and Liabilities Related to the Extraordinary Expenses
Incurred by Kentucky Power Company in Connection with Three Major Event Storms in 2009.

(Ky PSC Dec 22, 2009)



KPSC Case No. 2012-00445

Commission Staff’s First Set of Data Requests
Order Dated October 26, 2012

Item No. 12

Page 1 of 1

Kentucky Power Company

REQUEST

Provide the 2012 year-to-date storm-related costs Kentucky Power has incurred for all
other storm events aside from the four major storm events in this proceeding.

RESPONSE

The storm related costs for all storm events except for the four major storm events as of
YTD October, 2012 are shown below:

O& M Expense - $5,021,165
Capital - $2,542,084
Removal - $170,813

Total - $7,734,062

WITNESS: Ranie K Wohnhas
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Commission Staff First Set of Data Requests
Order Dated October 26, 2012

Item No. 13

Page 1 of 3

Kentucky Power Company

REQUEST

Does Kentucky Power perform a post-restoration review of its storm restoration processes or
activities?

a. If yes, provide Kentucky Power’s findings of their review of the storm restoration processes or
activities, along with the Company’s recommended improvements to be made to future storm
restoration efforts.

b. If no, provide a complete and full explanation of why a review is not performed
RESPONSE

Yes, Kentucky Power routinely performs a post-restoration review of its storm restoration
processes following large restoration efforts.

a. The following are findings from our reviews following the major storms in 2012.

Pre-staging outside crews prior to the storm arrival works well for events predicted well in
advance and results in a reduction in restoration times.

Crews experienced communications difficulties in locations where minimum radio channels
were available at the radio tower site. Communication difficulties resulted in lengthening
outage times.

Crews from other AEP companies continued to use their home frequencies which ties up
additional channels at Kentucky Power radio tower sites and caused communication
problems which results in longer restoration times.

Two man crews received from AEP Ohio were very flexible and were utilized them in a
number of different roles during the restoration. This flexibility improves overall restoration
efficiency.

Crews from other AEP companies should be entered into Spectrum (computer system
utilized to dispatch trouble orders to field crews via the company owned 800 MHz system}



KPSC Case No. 2012-00445

Commission Staff First Set of Data Requests
Order Dated October 26, 2012

Item No. 13

Page 2 of 3

early so tickets can be assigned to them. Delays in assigning these crews to the field will be
mitigated by the early entering into Spectrum.

Spectrum chat was used to pass information and communicate in place of radio
communications and relieved congestion of radio traffic.

There was some difficulty in reviewing orders held in Spectrum by other users.
Circuit coordinator's had difficulty updating orders due to work load. This inhibited the
Company's ability to communicate restoration information to our customers.

Asplundh work planners in Hazard were used to assess some trouble orders which increased
our ability to do timely assessment.

With events stretching over multiple days, use of "tomorrow" or "yesterday" makes it
difficult to place proper dates on orders and can cause inaccuracies in data.

Personnel in unaffected areas worked PSC complaints for the areas which were restoring
service. This allowed personnel in storm affected areas to concentrate on restoration
activities.

Call processor problems and server inability to handle very large volumes were discovered.
This caused delays in the Outage Management System (OMS) receiving customer calls and
thus inhibited the ability of storm management personnel to obtain a clear picture of the
overall outage situation. AEP is addressing these issues with OMS system enhancements.

The Distribution Dispatch Center (DDC) established a central "circuit modeling" team which
utilizes manpower not involved in district restoration efforts. Improves speed of modeling
and frees up resources to do other important work at remote locations.

The Company used "instant messaging" between local dispatch offices and the DDC. This
frees up phones and radios for other incoming messages.

There was some confusion on the authority granted to the Circuit Coordinators which created
delays in restoring service in some cases.

Available transmission station personnel were utilized for various jobs which increased our
man power for the restoration effort.

Some motel rooms the Company had reserved were rented to other parties after some of our
workers left the rooms, even though the Company did not release these rooms yet. This
required Kentucky Power personnel to spend additional time finding rooms instead of
assisting other aspects of the restoration effort.
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Page 3 of 3

Too many Spectrum orders were assigned to a limited number of individuals. This made it
extremely difficult to manage the trouble orders. When it takes longer to find the right

trouble order in the Spectrum inbox, repair work can be delayed.

It was effective for AEP Offices Services to provide boxed lunches for field personnel, as it
freed up other KPCo personnel to focus on restoration activities.

Need to develop a checklist for staging areas to expedite the setup of these work sites..

A specialized contractor was utilized to cleanup and return materials to the storeroom. Using
a contractor was cost-efficient and allowed KPCo personnel to completely devote their
efforts to storm restoration.

Recommended Improvements to be made for future events:

Obtain and pre-stage outside crews for predicted major storm restoration work as the
opportunity arises.

Include instruction on proper radio operation during the orientation briefing for other AEP
personnel coming to Kentucky to work.

Enhance the radio system to improve communications in outlying areas.
Request some AEP 2-man crews if available in major events.

For events where a large number of poles are broken, bring in a specialized contractor to do
cleanup work.

Make sure all employees in Kentucky have a storm role and have received adequate training
for the performance of these duties.

Limit the number of Spectrum orders in any one individual's in-box.
In the very large events, hand off logistics support to AEP support personnel.
Enhance the OMS and PowerOn (PowerOn is a computer system which predicts outage cases

based on customer calls. Outage cases are also managed in this system.) systems to ensure
smooth performance during catastrophic events.

WITNESS: Ranie K Wohnhas
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Page 1 of 2

Kentucky Power Company

REQUEST

Provide the following information as it relates to Kentucky Power’s 2012 and 2013
Distribution Vegetation Management Plan filed with the Commission on September 27,
2011 and 2012;

a. Page 2 of the reports states, “A complete inventory of all trees along distribution
Rights-of-way will not be made at this time.”

(1) When does Kentucky Power anticipate completing the tree inventory?

(2) Explain Kentucky Power’s decision to not conduct a tree inventory at this
time.

b. Page 2 of the reports also states, “Kentucky Power will use reasonable and
prudent efforts to adhere to and carry out this Work Plan.” Discuss the
Company’s success in adhering to and carrying out both the 2011 and 2012 Work

Plans.
RESPONSE
a. (1) Prior to beginning the program to migrate our R/W Maintenance Program to a

4 year cycle, a sample inventory of a small portion of our system was
performed. This inventory was undertaken to give the Company a better
understanding of the volume of work needed to totally reclear its distribution
system.

Presently an inventory of trees requiring future trimming and brush requiring
spraying is being collected by electronic work planning software for each
circuit as it is being re-cleared. Based on 7 years for the completion of re-
clearing all circuits, this inventory will be completed by July 2017.
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Item No. 14

Page 2 of 2

(2) A complete tree inventory only provides a "snap-shot" of current conditions.
This Information provided by an inventory changes each year as the
vegetation grows, which limits its long term value. The Company believes the
value provided by a complete inventory does not justify the additional cost of
such inventory.

b. The Company believes it has been successful in carrying out both the 2011 and
2012 Work Plans. There have been some minor changes to accommodate
changing service reliability demands, storms and crew availability. Projections of
the amount of work and costs associated with some circuits as filed in the 2011
and 2012 Work Plans were under-estimated. This resulted in pushing the
completion dates for some "full circuit reclear”" circuits from 2011 into 2012 and
from 2012 into 2013. The Company believes it will be able to complete the re-
clearing of all its distribution circuits in 7 years from the start of the program.

WITNESS: Ranie X Wohnhas
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Kentucky Power Company

REQUEST

Refer to the 2012 Distribution Vegetation Management Plan filed September 27, 2011.

a. Refer to the table included in Exhibit 1. Provide the same table for calendar year
2011 showing both the planned and actual amounts for each district.

b. Refer to Exhibit 2, page 1. Provide a schedule for calendar year 2012 with three
additional columns inserted with the following information:

(1) Actual amount of O&M incurred for each circuit completed;

(2) Actual amount of Forestry Capital Associated with reclearing for each circuit
completed; and

(3) The date or anticipated date the work on each circuit was or is anticipated to be
completed.

c. Provide a schedule for calendar year 2011 in the same format as requested in 15.b.

d.  Explain why the O&M expenditures are higher for the Pikeville District than the
Hazard District, which has more planned miles to be recleared or sprayed than the
Pikeville District.

RESPONSE

a. Please see Attachment 1 of this response.

b-c. Please see Attachments 2 and 3 of this response. RWM, AEP's sofware program for

tracking vegetation work and expenditures, does not separate the O&M and Capital
expenditures for the circuits worked during the year.
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Page 2 of 2

d.  The re-clearing costs per mile are generally higher in the Pikeville District than in
the Hazard District. The right-of-ways in the Hazard District tend to be more rural
than in the Pikeville District and require less flagging, cleanup and handling of slash
(cut brush and limbs). The Hazard District also has more right-of-way which can be
sprayed, which lowers the cost per mile. The 2011 average Cost per Mile in Hazard
was $12,243, while the cost per mile in Pikeville was $13,437.

WITNESS: Ranie K Wohnhas
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Kentucky Power Company

REQUEST

Identify any recommendations from the Kentucky Public Service Commission Report on
the September 2008 Wind Storm and the January 2009 Ice Storm that Kentucky Power
has adopted. Discuss the impact that adoption of these recommendations had in in
minimizing damage or the length of outages experienced by Kentucky Power customers
from the storms identified in this proceeding.

RESPONSE

The following are the recommendations made by the Kentucky Public Service
Commission in the Ice and Ike Report which KPC agreed to adopt. Several of the
Comimission's recommendations in this report were already in place in Kentucky Power.

Recommendation A-1 - KPCo employees have participated in KYEM meetings
discussing emergency preparation for disaster recovery. The Company anticipates
participating in future drills and exercises conducted by local, regional, or state
organizations.

Recommendation A-2 - KPCo has adopted a procedure for local management to
annually update contact information for local and state agencies.

Recommendation B-1 - KPCo has adopted the procedure to utilize heavy loading
standards for new construction in some circumstances encountered in the field. These
instances may include facilities constructed in higher altitudes such as mountain
crossings or service to communication towers where higher winds and greater
accumulations of snow and ice may be encountered.

Recommendation B-2 - KPCo agrees that distribution facilities which have suffered
repeated weather-related outages should be evaluated to determine if hardening would
be effective in improving their performance during severe weather conditions.
Presently the Company is evaluating long span construction at locations where this
characteristic is believed to have caused an outage during high wind conditions.
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Recommendation B-8 - KPCo has adopted procedures for conducting post-restoration
inspections following major outage events.

Recommendation B-9 - KPCo agreed to establish procedures to accurately record the
number of overhead and underground service drops requiring separate repairs in order
to restore service.

Recommendation B-18 - KPCo has a Twitter Account and Facebook page that is
monitored and maintained by AEP Corporate Communication staff in Columbus.

Recommendation B-22 - KPCo has adopted a procedure to include statements
concerning estimated bills on its storm website when estimated readings are
anticipated during severe storm situations.

Many of the Commission's recommendations which would have a large impact on
restoring service quickly were already in place for Kentucky Power. The
recommendations which the Company agreed to adopt, while providing benefits to the
Company, did not significantly impact the amount of damage or length of outages
associated with these major storms in 2012.

WITNESS: Ranie K Wohnhas
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Kentucky Power Company

REQUEST

Provide information on the effect a decision not to defer the 2012 storm expense would
have on Kentucky Power’s current year financial results, including the return on equity.

RESPONSE

As indicated in the Company’s response to PSC 1-7, the amount of requested deferral has
been adjusted from $12.8 million to $12.1 million. A decision to disallow the adjusted
deferral of $12.1 million would result in a reduction to the Company's net income of
approximately $7.4 million. This would reduce the year end return on equity by
approximately 1.6% to an estimated 9.18%.

WITNESS: Ranie K Wohnhas



